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This annual report outlines our performance
over the year. Since our formation in 1989,
we have come a long way. What started as
a business with revenue of £21m, has
become an international company with
2,500 people and revenue of over £1bn.

This year our report illustrates just how far we
have come on our journey — from our roots in
London offce ft out, to the construction of
the London 2012 Velodrome. No matter how
much we grow and diversify, our reputation
for delivering consistently has, and will
continue to, underpin our future success.
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Directors

R M Dantzic Non-Executive Chairman)

M J Barnes Non-Executive)

J L Jeremy Non-Executive and Senior Independent Director)

J R Stevenson
R G Whittington

Non-Executive)
Non-Executive) (appointed 27 May 2011)

P

S D Lawther Chief Executive Officer)
J C B Houlton Group Finance Director)
G V Aldridge Corporate Development Director)

In accordance with the Articles of Association, G V Aldridge, M J Barnes and R M Dantzic will retire by rotation. R G Whittington,
having been appointed since the last Annual General Meeting, will also retire in accordance with the Articles of Association.
All four directors, being eligible, offer themselves for re-election at the next Annual General Meeting, notice of which is set out
on page 111. J L Jeremy will be retiring as a director at the conclusion of the Annual General Meeting.

Directors’ indemnities
The company has made qualifying third party indemnity provisions for the benefit of its directors which were made during the
year and remain in force at the date of this report.

Other substantial shareholders
Apart from the shareholdings of the directors and those parties listed below, the company has not been notified of any
shareholdings which are three per cent or more of the total issued ordinary shares of the company.

No. of Ordinary Shares % Held
Octopus Investments 2,807,236 8.40
Threadneedle Investments 2,478,000 7.42
Brewin Dolphin 1,673,001 5.01
Interior Services Group Employee Trust 1,512,317 4.53
Investec Wealth & Investment 1,269,744 3.80
C Forrest 1,062,289 3.18
Brown Shipley 1,055,850 3.16

Per the share register on 22 August 2011

Acquisition of the company’s own shares

At the Annual General Meeting held on 3 December 2010, the shareholders authorised the company to make one or more
market purchases of ordinary shares of 1p each in the capital of the company during the year. The company did not exercise
this right during the year. The Interior Services Group Employee Share Trust (the “Trust”) is a trust established to hold shares
to satisfy entitlements of employees to receive shares in the company pursuant to the company’s share schemes. During the
year the Trust transferred 56,812 shares of 1p each in the capital of the company to employees pursuant to the company’s
share schemes. At the year end the Trust held a total of 1,512,317 (2010: 1,569,129) ordinary shares of 1p each in the capital
of the company, representing 4.53% (2010: 4.73%) of the company’s called-up ordinary share capital. The Trust has, at the
recommendation of the Board, waived its right to receive dividends.

Principal risks and uncertainties

The ability to identify and effectively manage the risks that impact the business is fundamental to the continued success of the
Group. Accordingly, the key risks and uncertainties facing the Group are considered as part of the Group’s well established
processes and systems for identifying, evaluating, and managing risk. The impact of significant risks and their mitigation is
monitored at both Group and divisional Board meetings throughout the year and are subject to annual review by the Board.
The risks considered to be the most significant by the Board are set out in the table on the next page.
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Risk

Nature of risk

Impact

Market and economic environment

- continued difficult general macroeconomic
conditions

changes in Government spending priorities

- adverse impact on order book
- increased competition

over-reliance on key clients
- adverse impact on profitability

Attracting, developing and retaining staff

- a high calibre workforce is crucial to the Group
achieving its aims

- adverse impact on project delivery
- adverse impact on growth

Financial risk

interest rate risk

currency rate risk
- credit risk

liquidity risk

treasury counterparty

- potentially adverse impact on cost of funds
borrowed at floating interest rates

- potentially adverse impact on profit and net
assets of fluctuations in foreign exchange
rates

- failure of any financial institution in which

funds are placed could result in a loss of
those funds

Project risk

failure to manage or deliver a project in
accordance with the contract to an appropriate
quality and on a timely basis

continuing to win contracts at appropriate
margins in markets that are more competitive

- issues such as cost overruns, delays and
contractual disputes which may have an
adverse impact on the profitability and
reputation of the Group

- potential for loss-making contracts

Health, safety and
environmental risks

failure to manage these risks could result in
serious harm to employees, subcontractors,
the public or the environment

- exposure to significant potential liabilities
and reputational damage

Counterparty risk

exposure to counterparty risk of clients,
subcontractors, suppliers and financial
institutions

- failure of any counterparties could lead to
significant financial loss
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continual review of economic prospects including order book levels
and market data

constant engagement with customers to increase level of negotiated
work

tender work on basis of service offering and quality, not just price
positioning of activities to maximise shareholder value

regular review of resource levels against anticipated workload
regular review of discretionary expenditure

- we continue with our ongoing
strategy of diversification
across a broad geographical
and sector spread

monthly / quarterly operations
reviews

long-term strategic plan

budgeting and forecasting process

remuneration system firmly linked to performance

remuneration includes long-term incentives such as SAYE and share
option schemes

continual formal performance appraisal system providing regular
assessment of individual performance

succession planning

- employees are actively
encouraged to develop their
skills; training schemes are
offered throughout the Group

regular performance reviews

monthly / quarterly operations
reviews

Board review
Remuneration Committee

continual monitoring of interest rate movements
use of interest rate swaps is regularly considered
Group’s positive cash balance acts as a natural hedge
continual monitoring of relevant foreign currency rates

known foreign currency transactional exposures are managed via
forward foreign exchange contracts

the Group reviews whether to hedge its foreign currency exposures
on the translation of profits by overseas subsidiaries into sterling on a
regular basis

strong creditworthiness of Group’s customers

financial stability of each subcontractor is monitored regularly
Group treasury function ensures that there are sufficient levels of
committed facilities and cash and cash equivalents to enable the
Group to meet its liabilities as they fall due and operate within its
financial covenants at all times

funds are deposited with a range of institutions to ensure appropriate
breadth of investment

the level of foreign business
is approximately 13% of the
Group’s turnover

the Group treasury function
operates within policies and
processes approved by the
Board

the Group generally has a
positive net cash position

the Group reviews its treasury
position daily and places
surplus cash on short-term
deposits

the company does not
speculate with derivative
instruments

daily treasury reviews
quarterly Treasury Committee

monthly Treasury Report to the
Board

a controlled approach to contract selection to ensure that work
undertaken matches the capability and resources available, that
contractual terms are acceptable and that clear responsibility for
scrutiny and approval is given to the appropriate level of management

differentiate offering on service and quality

contracts in progress are
controlled and managed
through the Group’s operating
structure and procedures,
including detailed and regular
reviews both divisionally and
centrally of forecast revenue
and costs to complete

monthly / quarterly operations
reviews

quarterly Financial & Commercial
Committee

monthly Board reviews

a comprehensive policy and framework is in place (including but not
exclusively site visits, near miss and hazard reporting)

best practice is shared via the Health and Safety forum with zero
tolerance of unsafe practices

HSE leaders appointed within each operating unit

the accident incidence rate is monitored closely in all operating
companies

the Group treats health, safety
and environmental issues as
a priority

monthly / quarterly operations
reviews

monthly Board reviews

a credit risk assessment is performed on clients before a contract is
signed

where possible, credit insurance is taken out on clients or suitable
arrangements, such as the use of escrow accounts or reduced credit
terms, are put in place

PCG'’s, third party bonds or other appropriate security is required from
subcontractors

subcontractors’ performance is continually monitored and shared
across the Group once they have been approved and are working with
the Group

the Group monitors the level of funds held with each financial
institution and mitigated the risk by limiting the level of funds held

contracts are spread between
subcontractors to the

extent possible to reduce
dependence on any one
subcontractor

monthly / quarterly operations
reviews

quarterly Supply Chain &
Procurement Committee
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Payments to creditors

The Group’s policy is to fix payment terms when agreeing the terms of each transaction. It is the Group’s general policy to
pay suppliers according to the agreed terms and conditions, provided that the supplier has complied with those terms.
Trade creditors include retention amounts held over defect liability periods. The creditor days for the Group at 30 June 2011
are 52 days (2010: 48 days).

Donations

During the year the company made no political donations (2010: £nil). During the year the Group made charitable donations
totalling £27,349 (2010: £23,369) including £3,900 to the Anderson Foundation, £3,280 to Variety Club Children’s Charity,
£2,500 to the Dawlish Town AFC Registered Charity and £2,500 to the South West MS Centre.

Employment policies

We support the principle of equal opportunities in employment and oppose all forms of unlawful or unfair discrimination on the
grounds of colour, race, religion or belief, age, nationality, ethnic origin, gender, sexual orientation, marital status or disability.
The Group’s policy provides equality of opportunity for employment and advancement on the basis of an individual’s suitability
for the work. As an equal opportunities employer our benefits and training are accessible to every staff member and, as
mentioned above, we encourage and support personal and professional development.

At ISG we pride ourselves not only on the projects that we deliver but also the training opportunities we provide to our staff.
In June 2011 the UK business, following a re-accreditation review, successfully met the Investors in People Standard.

The assessor commented in the accompanying report that ‘seminars by subject matter experts, extensive opportunities for
development, promotions, devolved responsibility and sharing of ideas and best practice all highlight an organisation that has
a continuous learning culture’. In November 2010 the UK business received a 10 Year Award from Investors in People.

A common Performance Development Review process is in place across the business to share best practice. The Group’s
values and associated behaviours are a fundamental part of this process. These Performance Development Reviews ensure
that employees continue to receive structured feedback and have the opportunity to agree personal development plans with
their managers.

The Group has well-established mechanisms to communicate with employees at every level and to encourage their
involvement regarding the Group’s performance and future activities. During the year the Group relaunched its intranet under
the name Horizon. Horizon can be viewed by all employees worldwide and enables the Group to better communicate its
strategy and distribute up-to-date news. During the next year a global file sharing mechanism will be added to Horizon, giving
employees access to case studies and winning-work resources.

All employees who have completed six months service with a Group company are invited to join the company’s Savings
Related Share Option Scheme on an annual basis and thereby share in the success of the Group. The Group also operates
an All-Employee Share Ownership Plan.

The Group HR Director has improved our knowledge and best practice sharing across the Group, simplifying and standardising
processes where appropriate.

Health & safety

The Board continues to consider health & safety a key priority and has maintained this focus throughout the year. It is essential
that we take all reasonable measures to conduct our business to ensure the health, safety and welfare of all our employees and
all other persons who may be affected by our activities.

This includes members of the public, clients, designers and subcontractors that we work with. In the UK we support this with
our certification to OHSAS 18001:2007 Occupational Health & Safety Management System and our dedicated teams of health
& safety professionals achieving industry leading safety performance.

This is demonstrated by ISG’s Accident Incident Rate (calculated on the number of reportable accidents per 1,000 employees)
of 2.60 (2010: 3.17) (industry average 7.33 for the period April 2010 to March 2011). These figures now also include our safety
performance in ISG Olson and Europe. We endeavour to ensure that the same high standards of health & safety are applied by
our overseas operations.

One of the best ways to raise standards is to recognise and reward those that lead the field and to encourage others to follow.
That is why every year The Royal Society for the Prevention of Accidents (RoSPA) and the British Safety Council (BSC), two

of the world’s leading health & safety organisations, invite companies of all sizes from the full spectrum of work activities and
from all over the world to enter the RoSPA and BSC safety awards. During May 2011 the Group received seven RoSPA Gold
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Medals, 25 Gold Awards and two Bronze Awards (2010: nine RoSPA Gold Medals, 21 Gold Awards and two Silver Awards) and
19 BSC International safety awards (2010: 20 BSC International safety awards).

We have maintained a strong commitment to health & safety training with over 63 UK directors and senior managers
completing the IOSH (Institute of Occupational Safety and Health) Safety for senior Executives course during 2011. During the
year over 180 UK employees and key suppliers completed our 5 day Site Managers Safety Training Scheme.

Sustainability

As a company working in the construction industry our impact on sustainability is far reaching. We have the ability to physically
change landscapes using a multitude of materials, we use natural resources during the construction process, produce waste,
work in a variety of communities and employ a large workforce. As a publicly listed company we are responsible to our
shareholders for our financial performance. In summary our work affects people, the planet and the prosperity of many on a
daily basis and this is what formed the basis of our sustainability policy.

We are committed to continual improvement. People, planet and prosperity continue to be the cornerstones of our policy today
and for the future.

<l People (social issues)
Our main objectives are to develop the skills of our staff; to be socially responsible treating all of our stakeholders fairly
and with respect; create a safe and healthy built environment and to manage our supply chain responsibly.

In the last year we maintained our commitment to health and safety issues and have won further recognition including a wide
range of RoSPA and British Safety Council awards for projects around the world demonstrating our global consistency.

Our UK training and development received group Investors in People (liP) certification in 2011 and as our training
academies continue to improve the skills of our and our suppliers’ staff. Supply chain sustainability development is
encouraged with the continuation of our annual ISG sustainability award.

<l Planet (environmental issues)
We aim to enhance and protect the natural environment and minimise the consumption of natural resources and reduce
our carbon footprint. We also aim to minimise waste and maximise the opportunities for recycling.

To demonstrate this commitment, all of our UK-based operations and our Hong Kong office have management systems
which are certified to the requirements of ISO14001:2000 Environmental Management Systems. Sustainability Strategies
have now been agreed with all ISG companies to ensure continual development.

We are on target to meet our UK Halving Waste to Landfill initiative promoted by the government funded WRAP (Waste &
Resources Action Programme). Our recycling rates continue to improve across the business with our exemplar projects
achieving zero waste to landfill and a UK average recycling rate of 88% (2010: 85%).

el Prosperity (economic issues)
Our main objective is to be a good corporate citizen and engage with the local communities in which we work. We also
aim to improve the capability of ISG and to communicate with our shareholders.

Lloyds Banking Group appreciated ISG’s environmental achievements and awarded us a Sustainability Partnership where
we advise on construction best practice and future development.

Our capability was recognised with a range of international awards from the Best Office Award in Moscow, the BSC
International Award for Safety and short listed for the Building Magazine Major Contractor of the year award. The influence
of the Group expands with the further acquisition in Shanghai and our Dubai office relocated to the prestigious Sama
Tower and new offices opened in Glasgow, Cardiff, Liverpool and Newcastle in the UK.
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Disclosure of information to auditors
Each of the persons who is a director at the date of approval of this report confirms that:

(1) so far as the director is aware, there is no relevant audit information of which the company’s auditors are unaware; and
(2) the director 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.

This confirmation is given and should be interpreted in accordance with the provisions of section 418 of the Companies Act 2006.

Auditors
A resolution to re-appoint Deloitte LLP as the Group’s auditors will be proposed at the forthcoming Annual General Meeting.

The notice of the Annual General Meeting is set out on page 111.
Approved by the Board of directors and signed on behalf of the Board.
J S P Cranney

Company Secretary
6 September 2011
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Report of the board to the
shareholders on directors’
remuneration

This report has been prepared in accordance with Schedule 8 of the Accounting Regulations under Companies Act 2006,

and has been approved by the Board and adopted for submission to the shareholders. This report is unaudited, except where
specified. A resolution to approve the report will be proposed at the Annual General Meeting of the company to be held on

16 November 2011.

Remuneration Committee

The members of the Remuneration Committee during the year were J L Jeremy (Chairman), M J Barnes and J R Stevenson.
The Remuneration Committee makes recommendations to the Board, within existing terms of reference, on remuneration
policy and determines, on behalf of the Board, specific remuneration packages for each of the executive directors. During the
year the Remuneration Committee sought and received advice from the remuneration advisers, Hewitt New Bridge Street,
specifically in relation to the Performance Share Plan 2010 (the “Performance Share Plan”) which was approved by the
members at the last annual general meeting. The remuneration adviser has no other connection to the company.

Remuneration policy

The Group’s policy is to provide executive remuneration arrangements which are designed to attract, motivate and retain
directors of the high calibre required, to promote the long-term success of the company and to reward the executive directors
for enhancing value to shareholders without encouraging inappropriate risk taking. The performance measurement of the
executive directors and the determination of their annual remuneration arrangements are undertaken by the Remuneration
Committee consisting solely of non-executive directors. In determining the annual remuneration arrangements of the executive
directors, the Remuneration Committee takes into account the remuneration policies applied elsewhere in the Group.

The remuneration of the non-executive directors is determined by the full Board.

In framing remuneration policy the Remuneration Committee has given full consideration to the requirements of the UK
Corporate Governance Code.

Components of remuneration

The Remuneration Committee recognises the importance of ensuring an appropriate mix of performance related and
non-performance related elements of remuneration and this is reflected in the remuneration arrangements established for the
executive directors. The Remuneration Committee reviews the remuneration of the executive directors and the senior management
to ensure a consistent approach is being applied to remuneration arrangements. The components of remuneration are:

a) basic salary and benefits;
b) performance related discretionary bonuses; and
c) performance related share and share option incentives.

The company operates an optional salary waiver arrangement which can result in pension contributions being made.

Basic salary
An executive director’s basic salary is determined by the Remuneration Committee at the beginning of each financial year and
when an individual changes position or responsibility. G V Aldridge and S D Lawther did not take a salary increase during the year.

Bonus payments
In the year ended 30 June 2011, the directors received bonuses which reflected performance relating to the financial year
ended 30 June 2010.

For J C B Houlton and S D Lawther the performance criteria for the financial year ended 30 June 2010 included Group profit
based targets, completion of strategic objectives and non-financial elements covering health & safety, financial accounting
standards, human resource management and environmental responsibility. As stated in last year’s annual report, not all of the
targets were achieved and therefore J C B Houlton and S D Lawther did not receive the maximum bonuses of 75% of basic
salary. However, it was the view of the Remuneration Committee that J C B Houlton and S D Lawther had performed well
against the targets despite the difficult economic circumstances and they therefore each received a bonus equal to 60% of
basic salary. Similar performance criteria applied for the financial year ended 30 June 2011, the maximum bonus payable being
up to 75% of basic salary. Again, not all of the targets were achieved and therefore an accrual of 60% of basic salary has been
included in the accounts for the financial year ended 30 June 2011.

For G V Aldridge the performance criteria for the financial year ended 30 June 2010 included Group profit based targets
and completion of strategic objectives. The maximum bonus payable was 50% of basic salary. As not all of the targets were
achieved he received a bonus equal to 20% of basic salary. Similar performance criteria applied for the financial year ended
30 June 2011, the maximum bonus payable being up to 50% of basic salary. Again, not all of the targets were achieved and
therefore an accrual of 25% of basic salary has been included in the accounts for the financial year ended 30 June 2011.
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on directors’ remuneration

(continued)

Share options

The Remuneration Committee approves the grant of options to executive directors under the Group’s discretionary share
schemes. In respect of share options, the following audited information also applies:

a) details of directors’ share options are detailed below, and

b) all options granted to directors under the Approved Plan (since 2008) and under the Unapproved Plan are subject to
performance criteria relating to growth in adjusted earnings per share which is calculated from the earnings attributable
to ordinary shareholders after adjusting for amortisation of goodwill and the profit or loss on disposal of associates and
subsidiaries. Since October 2010 the Remuneration Committee has also applied a Total Shareholder Return (TSR) element
to the performance criteria.

The performance criteria for share options unexercised as at 30 June 2011 are as follows:

Date of grant

Performance period

Target

10 May 2004

29 September 2005

18 September 2006

14 October 2008

14 April 2009

16 October 2009

8 October 2010

1 July 2004 to
30 June 2007

1 July 2005 to
30 June 2008

1 July 2006 to
30 June 2009

1 July 2008 to
30 June 2011

1 July 2009 to
30 June 2012

1 July 2009 to
30 June 2012

1 July 2010 to
30 June 2013

The percentage increase in adjusted EPS over the performance period
must be greater than the increase in the RPI plus 3% per annum over
the same period.

The percentage increase in adjusted EPS over the performance period
must be greater than the increase in the RPI plus 3% per annum over
the same period.

The percentage increase in adjusted EPS over the performance period
must be greater than the increase in the RPI plus 3% per annum over
the same period.

The percentage increase in adjusted EPS over the performance period
must be greater than the increase in the RPI plus 3% per annum over
the same period.

Aggregate adjusted EPS for the performance period must be in the range
of 72p to 80p. The proportion of the option which is exercisable will
increase from 0% to 100% on a straight line basis between these amounts.

Aggregate adjusted EPS for the performance period must be in the range
of 72p to 80p. The proportion of the option which is exercisable will
increase from 0% to 100% on a straight line basis between these amounts.

75% of the option is subject an EPS performance condition as follows:
adjusted EPS growth per annum for the performance period must be

in the range of 3% and 10%. The proportion of the option which is
exercisable will increase from 24.75% to 75% on a straight line basis
between these amounts.

25% of the option is subject to a TSR performance condition as follows:
rank of the company’s TSR within a specified comparator group must
be between median and the upper quartile. The proportion of the option
which is exercisable will increase from 8.25% to 25% on a straight line
basis between these amounts.

Executive directors are also entitled to participate in the SAYE Scheme.

Share awards

At the last Annual General Meeting the members approved the adoption of a long-term incentive plan, the Performance Share
Plan. Following that meeting the Remuneration Committee approved the grant of share awards to the executive directors
under the Performance Share Plan. In respect of the share awards, the following audited information also applies:

a) details of directors’ share awards are detailed below, and

b) all share awards made to directors under the Performance Share Plan are subject to performance criteria relating to
growth in adjusted earnings per share which is calculated from the earnings attributable to ordinary shareholders after
adjusting for amortisation of goodwill and the profit or loss on disposal of associates and subsidiaries, and to the ranking
of the company’s TSR within a specified comparator group.
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The performance criteria for share awards not vested as at 30 June 2011 are as follows:

Date of award Performance period Target
10 December 2010 1 July 2010 to 75% of the option is subject to an EPS performance condition as follows: adjusted
30 June 2013 EPS growth per annum for the performance period must be in the range of 3%

and 10%. The proportion of the option which is exercisable will increase from
24.75% to 75% on a straight line basis between these amounts.

25% of the option is subject to a TSR performance condition as follows: rank of
the company’s TSR within a specified comparator group must be between median
and the upper quartile. The proportion of the option which is exercisable will
increase from 8.25% to 25% on a straight line basis between these amounts.

Performance criteria applied to share options and share awards

In the Remuneration Committee’s opinion any share-based incentives should be linked to the interests of the shareholders.

The principal measure of those interests is shareholder return, to which earnings per share is the main contributor which can be
determined by management performance. Therefore, the Remuneration Committee views a mixture of earnings per share and
Total Shareholder Return (TSR), weighted towards the former, as the optimum balance for share option and award vesting criteria.

Directors’ interests
The directors at the date of this report and at year end, except where indicated, and their interests (including those of their
spouses and children) in the shares of the company, all of which were beneficial, are set out below:

30 June 2011 30 June 2010
Ordinary shares Number Number
G V Aldridge 40,000 40,000
M J Barnes 34,400 34,400
R M Dantzic 85,500 85,500
J C B Houlton 68,589 65,009
J L Jeremy 87,661 87,661
S D Lawther 150,519 139,742
J R Stevenson 36,000 36,000
R G Whittington - N/A

There have been no changes in directors’ interests stated above between the year end and 6 September 2011.

Audited information
Below are details of the directors’ discretionary options at the year end and at the date of this report.

Number of options Exercise Earliest date

Date 1July Awarded/ Exercised/ 30 June price from which Expiry

of grant 2010 (Lapsed) (Cancelled) 2011 (pence) exercisable Date

G V Aldridge 14/10/08 75,000 - - 75,000 144 14/10/11 14/10/18
14/04/09 75,000 - - 75,000 97 14/04/12 14/04/19

16/10/09 66,667 - - 66,667 185 16/10/12 16/10/19

08/10/10 - 53,000 - 53,000 185 08/10/13 08/10/20

J C B Houlton  18/09/06 135,000 - - 135,000 261 18/09/09 18/09/16
14/10/08 125,000 - - 125,000 144 14/10/11 14/10/18

14/04/09 250,000 - - 250,000 97 14/04/12 14/04/19

16/10/09 133,333 - - 133,333 185 16/10/12 16/10/19

08/10/10 - 124,000 - 124,000 185 08/10/13 08/10/20

S D Lawther 20/09/02 15,000 - - 15,000 200 20/09/05 20/09/12
10/05/04 183,422 - - 183,422 1762 10/05/07 10/05/14

29/09/05 200,000 - - 200,000 223 29/09/08 29/09/15

14/10/08 175,000 - - 175,000 144 14/10/11 14/10/18

14/04/09 375,000 - - 375,000 97 14/04/12 14/04/19

16/10/09 166,667 - 166,667 185 16/10/12 16/10/19

08/10/10 = 163,000 - 163,000 185 08/10/13 08/10/20
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The exercise price given in the above table is the average of the closing mid-market prices of ordinary shares of 1 pence
each in the company as quoted on the AIM market of the London Stock Exchange plc on each of the three business days
immediately preceding the date of the grant.

The market price of the shares at 30 June 2011 was 201.0p and the range during the year was 212.5p to 140.0p.

Below are details of the directors’ share awards at the year end and at the date of this report.

Number of shares Market price

Date of 1 July 30 June of shares
award 2010 Awarded Vested Lapsed Cancelled 2011 (pence) Date of vesting
G V Aldridge 10/12/10 - 33,905 - - - 33,905 192 December 2013
J C B Houlton 10/12/10 - 59,374 - - - 59,374 192 December 2013
S D Lawther 10/12/10 - 78,124 - - - 78,124 192 December 2013

The market price given in the above table is the average of the closing mid-market prices of ordinary shares of 1 pence each in
the company as quoted on the AIM market of the London Stock Exchange plc on each of the three business days immediately
preceding the date of the award.

Below are details of the directors’ SAYE options at the year end and at the date of this report.

Number of options Exercise Earliest date

Date 1July Awarded/ Exercised/ 30 June price from which Expiry

of grant 2010 (Lapsed) (Cancelled) 2011 (pence) exercisable Date

G V Aldridge 07/11/08 5,218 - - 5,218 156 01/02/12 01/08/12
10/11/09 753 - - 753 183 01/02/13 01/08/13

J C B Houlton  07/11/08 5,218 - - 5,218 156 01/02/12 01/08/12
10/11/09 753 - - 753 183 01/02/13 01/08/13

S D Lawther 07/11/08 5,218 - - 5,218 156 01/02/12 01/08/12
10/11/09 753 - - 753 183 01/02/13 01/08/13

The exercise price given in the above table is the average of the closing mid-market prices of ordinary shares of 1 pence
each in the company as quoted on the AIM market of the London Stock Exchange plc on each of the three business days
immediately preceding the date of the grant.

Performance graph

The following graph shows the company’s performance, measured by total shareholder return, compared with the performance
of the AIM share index also measured by total shareholder return. The AIM share index has been selected for this comparison
as the company is a constituent of that index.
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Directors’ contracts

None of the service contracts of executive directors includes provision for specific payment in the event of early termination,
nor do they provide for extended notice periods in the event of a change in control. It is not the Remuneration Committee’s
intention to introduce such provisions. If any existing contract of employment is breached by the company in the event

of termination, the company would be liable to pay, as damages, an amount approximating to the net loss of salary and
contractual benefits for the unexpired notice period. The Remuneration Committee will seek to ensure that the director fulfils
his obligation to mitigate his losses and will also give consideration to phased payments where appropriate.
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Details of the service contracts of the executive directors are shown in the table below.

Date of contract Notice period from company (months)
G V Aldridge 11 January 2008 12
J C B Houlton 1 August 2006 12
S D Lawther 18 June 2001 12

With the approval of the Remuneration Committee, executive directors are entitled, under their service agreements, to perform
duties outside the Group and to receive fees for those duties. Other than G V Aldridge, none of the directors received fees for
duties performed outside the Group during the year. G V Aldridge retained his total earnings of £50,000 from his roles as
non-executive chairman of Broker Profile, an investor relations consultancy, and as non-executive chairman of Core Capital V
VCT plc, a specialist private equity investor.

Non-executive directors

The remuneration of the non-executive directors is determined by the Board within the limits set out in the Articles of Association,
and is based upon independent surveys of fees paid to non-executive directors of similar companies. The remuneration

paid to each non-executive director in the year to 30 June 2011, shown below, was subject to Board approval. Fees for the
non-executive directors did not increase during the financial year. Non-executive directors may be paid for professional
services provided to the Group, but cannot participate in the company’s share option schemes. Non-executive directors do not
have service contracts and are not eligible to join in any pension scheme operated by the Group. The letters of appointment for
J L Jeremy, M J Barnes, J R Stevenson and R G Whittington are for a one-year term and subject to prior termination on notice
of three months either way, while the letter of appointment for R M Dantzic is for a one-year term with twelve months’ notice.

Aggregate directors’ remuneration
Details of the directors’ interests in the share capital of the company are set out on page 53. Remuneration policy and further
details of directors’ remuneration are set out on pages 51 to 55 and pages 78 to 79.

2011 2010

Total Total

Fee (£) Salary (£) Bonus (£) Pension (£) Benefits (£) remuneration (£) remuneration (£)

R M Dantzic 70,000 - - - - 70,000 70,000
G V Aldridge - 179,709 41,339 53,471 3,818 278,337 252,640
J C B Houlton - 261,816 162,000 66,619 17,332 507,767 461,771
S D Lawther - 355,469 225,000 75,781 17,042 673,292 635,878
M J Barnes 40,000 - - - - 40,000 40,000
J L Jeremy 40,000 - - - - 40,000 40,000
J R Stevenson 40,000 - - - - 40,000 40,000
R G Whittington 3,795 - - - - 3,795 N/A
193,795 796,994 428,339 195,871 38,192 1,653,191 1,540,289

The above bonuses relate to the profits for the financial year ended 30 June 2010. Included in Note 27 is an accrual of
£512,385 for bonuses payable in respect of the financial year ended 30 June 2011.

Benefits include, where applicable, car allowance, private medical insurance, income protection and life assurance.

After consideration by the Remuneration Committee, the directors will be awarded bonuses out of the amount set aside as
described in Note 27.

Pension contributions made by the company in respect of directors are to personal pension schemes under a salary waiver
arrangement. The pension figures provided in the table above comprise a combination of salary waivers and employer contributions.

Aggregate remunerations disclosed above do not include any amounts for the value of options to acquire ordinary shares in the
company granted or held by directors. No share options were exercised by directors during the financial year ended 30 June 2011.

Approved by the Board of directors and signed on behalf of the Board.
J S P Cranney

Company Secretary
6 September 2011



Corporate
governance

While the Group is not subject to the provisions of the UK Corporate Governance Code (formerly known as the Combined
Code), the directors have decided to provide corporate governance disclosures. The directors have also considered the
guidance set out in Guidance on Audit Committees (formerly known as The Smith Guidance).

The UK Corporate Governance Code (the Code), as appended to the Listing Rules, sets out Principles of Good Corporate
Governance and Code provisions which are applicable to listed companies incorporated in Great Britain.

A narrative statement on how the company has applied the Principles and a statement explaining the extent to which the
provisions in the Code have been complied with appear below.

Narrative Statement
The Code establishes 18 Principles of Good Governance which are split into five areas which are covered below and in the Directors’
Report on pages 44 to 50 and in the Report of the Board to the Shareholders on Directors’ Remuneration on pages 51 to 55.

Directors

The company is controlled through the Board of directors which comprises three executive directors and five independent
non-executive directors. There is a separation of the roles and responsibilities of the Chairman and the Chief Executive Officer.
The Non-Executive Chairman leads the Board and ensures that the directors have sufficient relevant information to enable
them to make informed decisions on the strategy of the business and to assess the performance of the various business units.
The Chief Executive Officer’s responsibilities focus on running the Group’s businesses and implementing Group strategy.

The Board has considered and confirmed the independence of its non-executive directors. All directors are able to take
independent professional advice in furtherance of their duties if necessary. They also have access to the advice and services
of the Company Secretary.

J L Jeremy will retire as a director of the company at the conclusion of the Annual General Meeting. He will be succeeded as
the Senior Independent Director by M J Barnes and as Chairman of the Remuneration Committee by J R Stevenson.

During the year there were ten Board meetings, three Audit Committee meetings and six Remuneration Committee meetings.
Attendance by the directors was as follows:

Board Audit Committee Remuneration Committee
G V Aldridge 10 N/A N/A
M J Barnes 10 N/A 5
R M Dantzic 10 3 N/A
J C B Houlton 9 N/A N/A
J L Jeremy 9 3 6
S D Lawther 10 N/A N/A
J R Stevenson 9 3 6
R G Whittington 2* N/A N/A

*number attended since joining the Board on 27 May 2011

The Chairman also regularly meets with the non-executive directors without the executive directors present to discuss the
performance of the Group and any other matters as they arise.

The Board has a formal schedule of matters reserved to it which includes:

<l approvalloflannuallbudgetsiandlbusinessiplans

<] approvalloficontractslexceedinglprescribedithresholds

<] acquisitionslandldisposals

<] approvallofiallicapitallexpenditurelprojectsinoticoveredlbylbudget

It is responsible for overall Group strategy, acquisition and divestment policy, approval of major capital expenditure projects
and consideration of significant financing matters. It monitors the exposure to key business risks and reviews the strategic
direction of individual trading subsidiaries, their codes of conduct, their annual budgets, their progress towards achievement
of those budgets and their capital expenditure programmes. The Board also considers environmental and employee issues
and key appointments. It ensures that all directors receive appropriate training on appointment and then subsequently as
appropriate. All directors submit themselves for re-election at least once every three years.
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The Board has two committees, the Audit Committee and the Remuneration Committee. Details of the Remuneration Committee
can be found in the Report of the Board to the Shareholders on Directors’ Remuneration on pages 51 to 55. The members

of the Audit Committee are R G Whittington (Chairman), R M Dantzic, J L Jeremy and J R Stevenson. R G Whittington is a
qualified accountant. He recently retired as a senior partner from KPMG and he is considered to be the non-executive member
of the Board with the most recent experience necessary for the role of Chairman of the Audit Committee.

During the year, the Audit Committee of the Board:

a) meets regularly with the external auditors and executive directors attending by invitation to review the financial statements,
the suitability of the accounting policies and financial reporting of the company, its internal management and financial
controls and matters arising from the external auditors’ work;

b) approves the nature and extent of non-audit work undertaken by the external auditors; and

c) makes recommendations to the Board on these matters and in relation to the re-appointment of auditors to be
recommended to the shareholders at the Annual General Meeting.

In forming their opinion of the independence and objectivity of the external auditors, the Audit Committee takes into account
the safeguards operating within the external auditors and ensures that the level of audit fee is sufficient to enable them to
fulfil their obligations in accordance with the audit Letter of Engagement. Fees for non-audit work are reviewed by the Group
Finance Director and then passed to the Audit Committee for approval.

The Chairman of the Audit Committee makes a report to the Board following each Committee meeting and the Board receives
the minutes of all Audit Committee meetings.

The Audit Committee’s terms of reference are available from the Secretary and will be available for inspection at the Annual
General Meeting.

An evaluation of the Board, the Audit Committee, the Remuneration Committee and the individual directors was conducted
during the year by the Chairman and the Secretary (and by the Senior Independent Director and the Secretary in the case

of the Chairman’s evaluation) by means of questionnaires followed by meetings on a one to one basis to review the results.
The results of the evaluation were considered satisfactory and provided evidence of a healthy culture that encourages candid
discussion and rigorous decision-making.

Directors’ remuneration

The Remuneration Committee measures the performance of the executive directors and key members of senior management as a
prelude to recommending their annual remuneration, bonus awards and awards of share options to the Board for final determination.
The Report of the Board to the Shareholders on Directors’ Remuneration is set out on pages 51 to 53. The Remuneration
Committee’s terms of reference are available from the Secretary and will be available for inspection at the Annual General Meeting.

Relations with shareholders

The Board encourages two way communication with both its institutional and private investors and responds quickly to all
queries received. The executive directors have met with analysts and institutional shareholders on a regular basis in the year
ended 30 June 2011. Non-executive directors are fully briefed by the executive directors on the views of major shareholders
about the company and are available for meetings with major shareholders. All shareholders have at least twenty working days’
notice of the Annual General Meeting at which all directors and Committee chairs are introduced and available for questions.

Accountability and audit

Financial reporting

A review of the performance and financial position of the Group is included in the Financial Review. The Board uses this,
together with the Chairman’s Statement, the Chief Executive Officer’s Statement and the Directors’ Report on pages 8 to 50,
to present a balanced and understandable assessment of the company’s position and prospects. The statement of directors’
responsibilities for the financial statements is described on page 60.

Internal control

An ongoing process for identifying, evaluating and managing the significant risks faced by the Group has been established and that
process is regularly reviewed by the Board and accords with the revised version of Internal Control Guidance for Directors on the
UK Corporate Governance Code produced by the Turnbull working party. Following the latest review, the significant risks faced by
the Group now total 31, of which six are considered principal risks as described on pages 45 and 47. Steps continue to be taken to
embed internal control and risk management further into the operations of the business and deal with areas of improvement coming
to management and Board attention. As part of this process, a Corporate Governance Manual setting out the principle business
policies and procedures operating within the Group has been produced previously and adopted by all businesses across the Group.



Corporate governance
(continued)

The reporting systems include formal consideration of all significant business risks at the monthly Board meetings and are
still subject to continuous review by the Board throughout the year. The monthly management information includes key risk
indicators with the emphasis on early warning systems. Risk management principles are embedded within all significant projects.

The directors are responsible for the system of internal control and reviewing its effectiveness. Such a system is designed
to manage rather than eliminate the risk of failure to achieve business objectives, and can provide only reasonable but not
absolute assurance against material misstatement or loss.

The key risk management activities are described under the following headings:

e Strategic control
The Board reviews the Group’s strategic plans each year and monitors progress throughout the year. On a regular basis,
the Group’s significant risks are updated and appropriate control strategies and accountabilities are agreed.

e Allocation of responsibilities and control environment
The Board has set clear terms of reference for each of its committees and the Group has an organisational structure with
clear reporting lines for financial results, risk exposure and control assessment, and defined and documented delegated
authorities are in place.

e Quality and integrity of personnel
The Group is committed to competence and integrity of management and staff at all levels, through its values statement,
comprehensive recruitment, training and appraisal programmes.

¢ Role of the executive directors
Day-to-day management of the Group’s activities is delegated by the Board to the executive directors. They monitor
the effectiveness of the operating units in meeting Group objectives and controlling major business risks and make
recommendations to the Board.

e Risk management reporting and Board review
The Board has overall responsibility for identifying, evaluating and managing major business risks facing the Group.
It regularly reviews all operating unit assessments of business risk exposure and control, including compliance
assessments, and determines appropriate action, taking into account the recommendations of the executive directors.

e  Operating unit controls
Key controls over major business risks include reviews against performance indicators and exception reporting.
Each operating unit’s senior management is responsible for identifying, evaluating and managing major business risks.
They make regular assessments of their exposure to major business risks and the extent to which these risks are
controlled, which are reported to the Board on a monthly basis.

¢ Financial control
The Group has a comprehensive system for reporting financial results to the Board. The performance of each business
is reviewed monthly by local and Group management. Each operating unit prepares monthly results with a comparison
against budget or forecast. The Board reviews these for the Group as a whole and determines appropriate action.
Certain members of the Board sit on the boards of the main operating companies.

¢ Internal audit
While there is no dedicated internal audit function, internal audit resources are provided by the central functions which
are considered sufficient by the Group. They support the risk management activities and help to identify key risk areas
across the Group. Any significant issues are reported to the Board via monthly reports. In particular, the Group Commercial
Director’s role includes the implementation of, and the monitoring of adherence to, the Group’s policies on key commercial
issues, assisting in the validation of key commercial judgements taken, and ensuring that relevant training is provided for
all key commercial staff as appropriate.

e Controls over central functions
A number of the Group’s key functions, including Commercial, HR, Health and Safety and Finance, are monitored and
managed centrally. Each function is required to report to the Board on a regular basis.

e |IT systems
The Group has established controls and procedures over the security of data held on computer systems and suitable
disaster recovery arrangements are in place.
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An ongoing review of the effectiveness of the system of internal control for the year ended 30 June 2011 has been maintained
and has taken account of any material developments since the year end.

Compliance statement

Although not required to, the Board reports on compliance with the fifty two code provisions throughout the accounting period.
Save for the exceptions outlined below, the company has complied throughout the accounting period ended 30 June 2011
with the provisions set out in the Code. The exceptions to the Code were as follows:

B.2.1

The directors have not constituted a Nomination Committee because they consider that it is preferable for elections to the
Board to be dealt with by the Board as a whole. As a result, B.2.2 and B.2.4 do not apply and therefore have also not been
complied with.

B.6.2
Not applicable.

C.3.1

Until May 2011 the Chairman of the company, who is a qualified accountant, was also Chairman of the Audit Committee.
Thereafter, R G Whittington, also a qualified accountant, became Chairman of the Audit Committee and therefore the company
now complies with this provision.



Statement of Directors’
responsibilities

The directors are responsible for preparing the Annual Report and the financial statements in accordance with applicable law
and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors are
required to prepare the group financial statements in accordance with International Financial Reporting Standards (IFRSs) as
adopted by the European Union and Article 4 of the IAS Regulation and have elected to prepare the parent company financial
statements in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable law). Under company law the directors must not approve the accounts unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the company for that period.

In preparing the parent company financial statements, the directors are required to:

selectlsuitablelaccountinglpolicieslandithenlapplythemiconsistently;
makeljudgmentslandlaccountinglestimatesithatlarelreasonablelandiprudent;
statelwhetherlapplicablelUKIAccountinglStandardsihavelbeenlfollowed, subjectitolanyimaterialldeparturesidisclosedlandl
explained in the financial statements; and
preparelthelfnanciallstatementsionithelgoingiconcernibasislunlesslitlislinappropriateltolpresumelthatithelcompanyiwilll
continue in business.

In preparing the group financial statements, International Accounting Standard 1 requires that directors:

el
ol

ol

Ll

properlylselectlandlapplylaccountingipolicies;
presentlinformation,lincludinglaccountinglpolicies,linlalmannerithatlprovidesirelevant,lreliable,icomparableland!
understandable information;
provideladditionalldisclosuresiwhenlcompliancelwithithelspecifcirequirementslinliFRSslarelinsuffcientltolenablelusersitol
understand the impact of particular transactions, other events and conditions on the entity’s financial position and financial
performance; and

makelanlassessmentloflithelcompany’slabilityltolcontinuelaslialgoinglconcern.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company’s

transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to
ensure that the financial statements comply with the Companies Act 2006. They are also responsible for safeguarding the

assets of the company and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information included on the
company’s website. Legislation in the United Kingdom governing the preparation and dissemination of financial statements
may differ from legislation in other jurisdictions.

Responsibility statement
We confirm that to the best of our knowledge:

< thelfnanciallstatements,Ipreparedlinlaccordancelwithlthelrelevantifnanciallreportingiframework, givelaltruelandifairl
view of the assets, liabilities, financial position and profit or loss of the company and the undertakings included in the
consolidation taken as a whole; and

<] thelmanagementlreport,iwhichlislincorporatedlintoltheldirectors’Ireport,lincludeslalfairlreviewlofitheldevelopmentliandl
performance of the business and the position of the company and the undertakings included in the consolidation taken
as a whole, together with a description of the principal risks and uncertainties that they face.

By order of the Board
S D Lawther J C B Houlton

Director Di