Registration number 05697574

Managed Support Services plc

Directors’ Report and Consolidated Financial Statements for the year
ended 31 March 2011

*AQOMPWEM*™

AQG 27/07/2011 221
COMPANIES HOUSE

WEDNESDAY




Report and Financial Statements March 2011 ‘

CONTENTS

Directors and advisers

Chief executive’s reviewn

Financial commentary

Directors’ report

Report of the board on remuneration

Statement of directors’ responsibilities

Independent anditor’s report

Consolidated income statement

Statement of changes in equity

Consohdated balance sheet

Company balance sheet

Consohdated cash flow statement

Company cash flow statement

Notes to the financial statements

Notice of Annual General Meeting

14

18

19

21

22

23

24

25

26

27

58

Managed Support Services plc




Directors and Advisers

DIRECTORS

I R Mann

S D Beart

P L S Wilson
J Reynelds

E J McAlpme

Non Executive Chairman
Chief Executive

Finance Director

Chief Operating Officer
Non Executive Director

FINANCIAL ADVISERS AND STOCKBROKERS

Cenkos Securitres plc
6.7,8 Tokenhouse Yard
London

EC2R 7AS

SOLICITORS

Osborne Clarke
One London Wall
London

EC2Y SEB

BANKERS

Lloyds Banking Group
2 City Place

Beehive Ring Road
Gatwick

RH6 O0PA

AUDITOR

Deloitte LLP
Nottingham

REGISTRARS

Capita Registrars
The Registry

34 Beckenham Road
Beckenham

Kent

BR3 4BR

Registered in England and Wales

Number 05697574

Managed Support Services plc




Chief Executive’s Review 3

OVERVIEW

The year to March 2011 was our first full year of trading as a specialist Building Services provider The Group
now operates on a nauonal basis We spectalise in providing complex, engineering based solutions for our
customers, as well as the provision of planned and reactive maintenance, primarily for Heating, Ventilation and
Aar Conditioning (“HVAC™) systems

We believe customers understand and value our specialist focus on engineered solutions including the ability to
manage large, capital projects Where customers also wish for “soft” services such as cleaning or guarding, we
provide these needs through partnership arrangements thereby giving our customers choice and access to best in
class provision

The substantial increase i turnover to £26 6 million from £15 3 million reflects previous acquisitions and the
increased scale of the Group Gross margin has also recovered substantially from the prior year This improvement
illustrates the benefits of margin management, improved sales mux and operational gearing

TRADING

Following last year’s operating losses and low levels of turnover 1t 1s a pleasure to be reporting an operating
trading profit before exceptional items and other non trading costs of approximately £0 8 million for the year The
improvement n gross margin 1s obviously gratfying, reflecting growing efficiencies and the contribution of the
higher margin Comphance units This operating return represents only 2 9 per cent on sales The Board clearly
has ambitions to improve this figure considerably

During the year we completed the mtegrations of the separately acquired trading units of Status Building Services
and Environmental Control Services (“ECS”}, which together with the oniginal maintenance activities within the
Group are now operating as one national unit, MSS Buwilding Services The integranon process required the
closure of surplus administration office space and considerable management simplification

We also completed the acquisition of Data Sound Limited in Apnil 2010 which now forms the core of our Health
and Safety and Comphiance offering, based in our Central London offices

Finally, at the end of the year we upgraded our core IT systems from the previous, packaged solution to a much
improved proprietary solution which offers superior management of the service elements of the business as well
as improved day to day flexibility to control the complex, daily demands of a nationwide maintenance business

In the context of achieving so much n the year, 1t was therefore disappointing to discover that there had been a
significant, although temporary, failure to centrol certain contracts 1n the core maintenance umt This led to cost
recoverability 1ssues and ultimately write offs In normal circumstances these costs would have been recoverable
Further details are provided in the Financial Commentary

The Group’s UK Managing Director was not capable of meeting the challenge of integrating the enlarged Group
and as previously disclosed, he was dismissed Thereafter, the Board moved swiftly to impose greatly improved
internal controls Within a very short period of time operational control was re-established

The Board 15 pleased 10 report that not only are the improved KPIs and metrics clearly understood across the
Group but our proprietary IT platform, Nucleus 15 now delivering operational and reporting efficiencies and
continues to impress with its functionality

Nucleus 1s maintained by our offshore development office n India, modifications or extensions can therefore be

delivered swiftly, at very modest cost Nucleus 1s a lower cost and more functional solution than the third party
packages available
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Chief Executive’s Review (continued) 4

GROUP ACTIVITIES

The Group’s Building Services offering focuses primanly on the provision of planned and preventative
mamtenance and complex engineening solutions These services in the South are delivered by our London
Regional management team based m the former ECS office in Wembley This unit represents the consolidation of
three former trading entities

London Regional services the maintenance and complex engineering needs of several large, owner occupiers
as well as a broad customer base of Managing Agents who maintain commercial real estate on behalf of theirr
chents The relevant customer properties are concentrated primanly within the M25 The location of the
Wembley site 1s therefore 1deal for management control and engineering efficiency

Qur engineenng and HVAC services for the balance of the UK are managed from our Manchester office Qur
Manchester office primarily serves the needs of our major Corporate customers The expansion of our Manchester
presence has been driven by the desire to support our major Corporate customers who have a concentration in and
around Manchester and the North West To deliver high levels of service 1t 1s important to offer proximity for
customers

Our Health & Safety and Compliance division enjoyed a robust trading year, although the development of our
Water Services business has only picked up reasonable traction since the vear end The combination of these
services, together with the ability to offer T'ire & Electrical compliance means that we have a strong
Comphance offening for our maintenance customers Our core Comphance offering remains the provision of
Health & Safety momitoring for a diversified customer base Customer risks and legal exposures are managed
by our team of Consultants and during the year we will be rolling out our in house software solution under the
brand name Compteye

The core comphance unut was acquired in April 2010 and now trades as MSS Heath & Safety Limited This unit
now enjoys the benefits of a corporate structure, accurate and timely financtal reporting and experienced
leadership QOur Health & Safety Consultants are a key asset and with improved customer interface, we expect the
customer base to grow during the current year

BOARD

Euan McAlpine, who has been a non executive director since September 2008, has decided not to apply for
re-election at the General Meeting mn August due to increasing commitments with his other directorships We
would like to thank Euan for his important and valuable contribution to the Group and we have benefited much
from hts relevant sector experience The Board 1s currently seeking a replacement non executive director

GROUP STRATEGY

We believe that MSS has now establhished the key elements of a compentive and attractive Building Maintenance
and Compliance services platform It was therefore pleasing to announce a sigmificant contract extension recently
with Co-op Financial Services for thewr Leek campus with an annual contract value close to £1m

We have a material commutment to new business sales to drive the expansion of our activities and as a result of
our mcreasing recogmtion n the market, we now enjoy a promising bid pipeline It seems reasonable to expect
further new business wins over time

It1s our strategy to focus on sales led. organic growth, whilst continuing to improve the efficiency of the cost base

To the extent that the Group 1s able to win incremental business, net of the usual market churn, operational gearing
will benefit net returns
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Chief Executive’s Review (continued) 3

In terms of cash flow, following the 1ssue of the Loan Notes in March, we will continue to invest 1n our supply
cham, 1f necessary at the expense of the conversion rate of operating profit to cash flow Qur suppher base 15
cntical o customer service levels With regard to funding future growth, our facilities with Lloyds, which have
recently been renewed. are 1deally structured to manage the working capital needs arising from turnover growth

PROSPECTS

Last year saw many achievements at MSS including the creation of a natonwide brand and service capability, major
Corporate customer gains and the itegration of several acquisitions The short term management faillings were
clearly a disappointment and a pamnful episode, but management redress was rapid and more unportantly, effective

Market conditions in the first quarter of our new financial year were very difficult The well publicised travails of
the construction sector during the last few months had a matenal impact on our caputal project related units

This will adversely impact our first half performance, however, we believe we are now seeing the prospect of
activity levels recovering and there are further considerable benefits to emerge from the new operating structure

Our intention 15 to bwld sales and to finush the year with a sansfactory run rate of activity 1n what we hope will
become slightly less demanding markets

Simon D Beart
Chief Executive
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Financial Commentary 6

RESULTS

This year’s results reflect the positive contribution made by the two businesses acquired during the year, the
continued rationalisation of the cost base and the investment in our core IT platform to deliver future sustainable
organic growth

Revenue for the year was £26 6m an increase of £11 3m from the prior vear figure of £15 3m As noted above,
this mcrease was prnimarily due to a full year contribution from acquisitions made 1n the previous year, notably
Status Building Services, and the two acquisitions made this year, Data Sound and ECS The value of the
contracted revenue book, adjusted for acquisitions, has remained fairly stable during the year, with strong organic
sales growth offset by higher than usual contract losses in the Status contract book as this business was rationalised
and integrated nto the Group

The Group achieved a gross margin of 32 per cent for the full year, compared to 24 per cent last year and
32 per cent for the first s1x months of the year As noted in the interim results, this improvement from the prior year
1s largely as a result of a better mix of revenue However, as the mix changes and with the continued difficult market
conditions, it 1s expected that the Group’s blended gross margin gomng forward will be m the region of 30 per cent

The Group’s adjusted operating profit {(before restructuring costs, amortisation of ntangible assets, share based
payment charges and costs assoctated with acquisitions) was £0 8m The statutory operating loss was £1 4m

As described in the CEO’s review, the non recurring restructuring costs dunng the year relate primarily to the one
off costs incurred as a result of the mid vear failure to control the recoverability of costs ansing from maintenance
contracts As a result of this management fa:lure a total of £0 5m was written off as non recoverable during the
year By year end a sigmficant system upgrade had been implemented so that WIP 15 now monitored daily and
reported to the Board weekly Full provision 1s made agamst all WIP over 60 days In addition, an amount of £0 3m
has been recognised 1n exceptional costs for redundancy and integration costs incurred in the year These costs are
shown as restructuring of activities in the Consolidated Income Statement

The costs asseciated with acquisitions are now reported through the income statement, rather than as a cost of
acquisition 1n the balance sheet, following the implementation of IFRS 3 (2008) The amounts in this year relate
to corporate finance fees legal fees and external due dihgence fees mcurred on the acquisinions of Data Sound
and ECS

BALANCE SHEET

The Group ended the year with net debt of £2 7m, comprising £3 Om of short term borrowings from Lloyds Bank.
£0 5m of Loan Notes and £0 8m of cash The cash balance was higher than usual as the proceeds of the Loan Note
were received on the last day of the financial year

Core working capital, being the difference between trade debtors and trade creditors, mcreased during the year
from £0 4m to £2 2m This was partly as a result of acquisitions, but primarily due to an increase in Group debtor
days from 48 to 55 and a decrease 1 group creditor days from 71 to 60 There have, however, been no matenal
bad debts in the period Creditor days have fallen significantly as we have made a conscious effort to speed up
supplier payments to ensure supplier support This process will continue 1n the current year with a target to reduce
creditor days to less than 50

Total Work 1in Progress at year end was £0 5m This can be analysed as to £0 4m 1n relation to the maintenance
business and £0 1m for the nstallation units The maintenance related WIP anises due to the normal delay between
performing work on site, and the processing of the relevant paperwork before the customer invoice can be raised
The current WIP balance represents approximately one week’s worth of mamtenance related revenue
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CASH FLOW

Operating cash outflow before restructuring cash costs was £1 7m compared to £1 8m last year The operating cash
outflow this year, 15 due almost entirely 1o the movement 1n working capital described above and a small reduction
1N provisions

Capital expenditure 1n the year was £457,000, partly funded by a depreciation charge of £323,000 The largest
spend was approximately £350,000 which was invested tn [T equipment and the development of the Nucleus IT
platform This investment will improve the management of contracts and enable better vulisation and
productivity of mobile engineers

ACQUISITIONS AND DEFERRED CONSIDERATION

The Group made two acquisitions 1n the year with total net cash consideration of £6 3m At year end the remaining
deferred consideration m respect of these acquisitions was £350,000 payable in the year to 31 March 2012 The
deferred consideration due at the end of the previous year being £1 27rm was paid o full in the year

The two acquisitions n the year resulted in the recognition at year end of additional mtangible assets (customer
relationships) of £2 6m and additional goodwill of £4m The intangible asset 18 being amortised over a period of
SIX years

The acquisition of Data Sound was funded from existing cash balances, the acquisition of ECS was funded from
the proceeds of a share placing undertaken at the time of the acquisition to raise approximately £2 9 million

BANK FACILITIES

The Group has recently renewed 1ts working capital facihty with Lloyds Banking Group, for a further year, with
a maximum facuity size of £3 5Sm Interest 1s paid monthly at 2 5 per cent over base rate

GOING CONCERN

In determining that the Group’s results can be presented on a going concern basis, the Directors have considered all
relevant factors including forecast cash flows borrowing faciliies which have been recently renewed and risks
related to its business activities The Group Budget indicates operating profits and positive operating cash flow in
the period to 31 March 2012 and the Group maintains and regularly reviews detailed daily/monthly cash flow
forecasts for the following three months

Having considered all these factors the Directors are satisfied that the Group has sufficient resources to enable 1t
to continue to trade for at least twelve months from the date of signing the financial statements Accordingly, these
financial statements have been prepared on a going concern basis

TAX

No taxation charge or deferred tax asset has been provided 1n the year in respect of trading during the period The
tax charge ansing during the year represents a tax adjustment in relation to trading 1n a prior pertod During the
year the Group reached agreement with HMRC for the business of ECS to be transferred to MSS Building
Services, to enable the use of carry forward tax losses tn the company No deferred tax asset has been recognised
as at 31 March 2011

Piers Wilson
Group Finance Director

Managed Support Services plc




Directors’ Report 8

The Directors present their report and the audited consohdated financial statements for the period ended
31 March 2011

EXECUTIVE DIRECTORS

S D Beart ACA (52) — Chief Executive, Deputy Chairman

Simon Beart was appointed Chief Executive in November 2007 Simon Beart qualified as a Chartered Accountant
with PricewaterhouseCoopers in 1984 In 1992, he co-founded the fully listed, international packaging group
Brittorr Group ple which was subsequently acquired by a histed US Corporation, ACX 1in 1998 for £250 million
He was appointed Chief Executive of Revenue Assurance Services plc in 2001 having been Finance Director since
1998, untl its sale to Spice plc for £120 milhon 1n October 2007 Simon Beart 1s also a Director of The
Throgmorton Trust, a fully listed Investment Trust speciahising 1n small and mid cap growth companies

P L S Wilson ACA (43) — Group Finance Director

Piers Wilson was appointed Group Finance Director in July 2008 Piers Wilson was formerly Finance Director
of ED&F Man Coffee a 52 5 billion business, having previously been Head of Corporate Finance and Risk
Management for the ED&F Man Holdings Group Before joiming ED&F Man, Piers was CFO of a NASDAQ
histed technology company and prior to that, lead of Corporate Development at Cable and Wireless
Communications plc Piers Wilson qualified as a Chartered Accountant with Arthur Andersen in 1992
Following quahfication, he specialised in corporate recovery at Arthur Andersen imcluding turnarounds of
distressed companies

J Reynolds (35) — Chief Operating Officer

Prior to joining Managed Support Services Jamie Reynolds was the co-Chief Executive of GSH Group plc Jamie
jomed the GSH Group in 1993 and having covered a number of roles within the Group was appomnted GSH’s
youngest Board member, responsible for sales 1n 2002 Thereafter, Jamie relocated to the US in 2005 where he
successfully grew the GSH Facihities management business from a start up before returning to the UK 1n 2008

NON-EXECUTIVE DIRECTORS

I R Mann (69) — Chairman

Rodney Mann was appomnted Non-Executive Chairman of the Group 1n November 2007 Previously, Rodney
Mann was Chairman of Revenue Assurance Services plc until its sale to Spice plc in October 2007 e worked at
Grand Metropolitan between 1965 and 1995 where he held positions as Managing Director of the Norwich
Brewery (1982 to 1985), the Ushers Brewery (1985 to 1989) and Inntrepreneur and Tenanted Estates {1991 to
1993) Between 1995 and 1998, he was a Non-executive Director of Shepard Neame and he was Non-executive
Chairman of Avebury Group

E J McAlpmne (52) — Non Executive Director

Euan McAlpine joined Managed Support Services from Cazenove Capital Management Limuted, where he worked
as a fund manager from 2001 with an emphasis on business development He was previously Chairman of
Seamless Holdings Lid, a manufacturer and installer of epoxy resin floor systems Prior to joining Seamless
Holdings. Mr McAlpine worked in a variety of roles for the Alfred McAlpine group of companies
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Directors’ Report (continued) ?

DIRECTORS AND THEIR INTERESTS
The directors who held office during the period and their beneficial interest 1n the ordinary shares of the company
were as follows

31 March 31 March

Ordinary shares 2011 2010
Number Number

S D Beart 2,686,215 1,062,501
P L S Wilson 650,000 90,000
J Reynolds 634,321 132,250
1 R Mann 282,000 135,000
E J McAlpme 314,000 100,000
31 March 31 March

Loan Notes 2011 2010
£ £

S D Beart 100,000 -
P L § Wilson 5,000 -
J Reynolds 15,000 -
I R Mann 20,000 -

Details of the Directors’ incentive and options arrangements are set out tn the Remuneration Report on page 14

MATERIAL INTERESTS
So far as the Board 1s aware, no director had any matertal interest m a contract of significance (other than service
contracts) with the Company or 1ts subsidiary companies during the period

PRINCIPAL ACTIVITY AND BUSINESS REVIEW
The principal activity of the Group 1s the provision of Building Services and Compliance Services

The review of the year 1s contained within the Chief Executive’s review and the Financial Commentary
The results for the Group are set out in the consolidated profit and loss account on page 21
The Drrectors recommend that there 15 no dividend payment for the year ended 31 March 2011 (March 2010 ml)

The Chief Executive’s Review and the Financial Commentary provide a balanced and comprehensive analysis of
the development and performance of the profitability of the Group during the year and the balance sheet position
of the Group at the end of that year

In accordance with the Combined Code (June 2008) guidance on going concern and financial reporting, the
Directors confirm that after making enquiries, they have a reasonable expectation that the Company and the
Group has adequate resources to continue n operational existence for the foreseeable future For this reason, they
continue to adopt the going concern basis in prepaning the financial statements

Principal rnisks and uncertainties

The Directors consider the following risks to be the most material or sigmficant for the management of the
business These 1ssues do not purport to be a complete list or explanation of all the risk factors facing the Group
In particular the Group’s performance may be affected by changes in the market and/or econemic conditions and
changes n legal, regulatory or tax requirement legislation Additional risks and uncertainties not presently known
by the Group or that the Group currently deems immatenal may also impact the business

Customers

Certain Group customers generate material business levels for the Group with widely varying levels of margin
The loss or nsolvency of one or more key custemers could affect profitabihity No customer represents more than
10 per cent of Group wrnover and regular review meetings are held with all major customers
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Directors’ Report (continued) 10

Personnel

The Group currently depends upon the expertise and continued service of certain key executives [f the Group fails
to retain or attract personnel of a sufficient calibre, this could prejudice the achievement of Group's objectives
The Group mitigates this risk with appropnate HR policies and regular pay and benefit reviews

Systems Failures

The successful operation of the Group’s business depends on maintaming the integnty and operation of the
Group’s computer and communication systems These systems incorporate disaster recovery and resilience
planning but are vulnerable to damage or nterruption from events which are beyond the control of the Group

Financing

The Group has a financing facility with Lloyds Bank, which was recently renewed to June 2012 Loss or
curtarlment of this facility would severely impact the Group Regular reports are provided to the Bank and the
Facility has limited covenants

The Board of Dhrectors monitors these risks and the Group’s performance on a monthly basis with written reports
made by the Chief Executive, Group Finance Director and Chief Operating Officer The monthly reports
specifically, amongst other reports, detail customer activity, contract management and personnel changes, as well
as reporting on the actual performance of the Group against budgets

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s activities expose 1t to a number of financial risks including cred:it risk and interest rate nisk It s, and
has been throughout the period under review, the group’s policy that no speculative tradimg in financial instruments
shall be undertaken

Credit risk

The group’s principal financial assets are trade and other receivables, and bank balances and cash The group's
credit risk 15 primanly attributable to 1ts trade and other receivables The amounts presented in the balance sheet
are net of allowances for doubtful receivables

Liguidity risk
All of the Group’s cash balances and short term depostits are held m current accounts with major banks

Interest rate risk
The Group’s borrowings are at a variable interest rate hnked to the Base rate However, any potentially foreseeable
increase in Base rates would have an immaterial impact on the Group’s earnings

SUPPLIER PAYMENT POLICY

It 15 the Group policy to settle debts with its creditors on a timely basis, taking into consideration the terms and
conditions offered by each suppliers At 31 March 2011, the number of creditor days outstanding for the Group
was 58 days (2010 71 days)

CAPITAL STRUCTURE
Details of the 1ssued share capital are shown in note 28 The company has one class of ordinary shares which carry
no nght to fixed income Each share carnes the right to one vote at general meetings of the company

There are no specific restnctions on the size of a holding nor on the transfer of shares, which are both governed
by the general provisions of the Articles of Assoctation and prevailing legislation The directors are not aware of

any agreements between holders of the company’s shares that may result 1n restrictions on the transfer of securities
or on voting rights

Details of employee share schemes are set out 1n notes 30 and 3!

No person has any special rights of control over the company’s share capital and all 1ssued shares are fully paid
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With regard to the appointment and replacement of directors, the company 1s governed by 1ts Articles of
Association, the Combined Code, the Companies Acts and related legislation The Articles themselves may be
amended by special resclunion of the shareholders

On 31 March 2011 Converuble Loan Notes with a nominal value of £500,000 were 1ssued These notes pay
interest sem annually at a rate of 7 per cent The Loan Notes are convertible into new ordinary shares of the
Company, at a conversion price of 5p, by a note holder at any time up to 31 January 2015

SUBSTANTIAL SHAREHOLDINGS
The Board has been notified of the following disclosures in respect of shareholders with an interest 1n 3 per cent
or more of the 1ssued share capital of the company at 23 June 2011

Number of

ordinary
shares Y
Octopus {nvestments 20,557,277 9 8%
Legal & General 17 486 667 8 3%
Killik Asset Management 10,873,343 52%
Hargreave Hale 10,382,000 4 9%
Noble Fund Managers 7,560,000 3 6%
Nathamel Nabil Bouris 6,350,000 3 0%

Close company status
In the opimon of the Directors, the Company 15 not a close company within the provisions of section 414 of the
Income and Corporation Taxes Act 1988

Directors” and Officers’ liability insurance
The Group has lability insurance for its Directors and officers as permitted by the Companies Act 2006

Key Performance Indicators
The Group considers operating profit, operating cash flow, WIP and headcount as 1ts pnincipal key performance
indicators These are reported 1n the financial statements, monitored monthly and reviewed at Board meetings

EMPLOYEES

The Group 1s commutted to promoting equal opportunities tn employment regardless of employees’ or potential
employees’ sex, martal status, creed, colour, race, ethnic onigin or disabihty This commitment applies in respect
of all terms and conditions of employment Recruitment promotion and the availability of traiming are based on
the suitability of any applicant and full and fair consideration 1s always given to disabted persons in such
circumstances The Group has continued throughout the year to provide employees with relevant information and
to seek their views on matters of common concern Priority 15 given to ensunng that employees are aware of all
sigmficant matters affecting the group’s performance and of any sigmificant orgamisanonal changes

Disabled emplovees

Apphlications for employment by disabled persons are always fully considered, bearing in mind the aptitudes of the
applicant concerned In the event of members of staff becoming disabled every effort 1s made to ensure that their
employment with the Group continues and that appropnate training 1s arranged It 1s the policy of the Group that
the traiming, career development and promotion of disabled persons should, as far as possible, be 1dentical to that
of other employees
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CORPORATE GOVYERNANCE STATEMENT

Details of the Group’s approach to corporate governance are given below The Company, being listed on AIM, 1s
not required to comply with the requirements of the Combined Code (June 2008) but the Board 1s commutied to
high standards of corporate governance The Board 1s accountable 1o the sharcholders for good governance, and
this statement sets out how the Combined Code (June 2008) of principles and governance are voluntarily applied
to the Group

The Group has implemented an effective governance structure The Group has no mternal audit function, but
regards the level and detail of controls and semor management involvement imposed as sufficient, considenng the
size of the Group and i1ts activities

Board effectiveness

The Board meets on a regular basis throughout the year and momtors current trading performance, budgets and
forecasts and strategic options for each division of the Group To enable them to do this, all Directors have full
and timely access to all relevant information

Relations with shareholders

The Executive Directors make regular presentations to existing and potential institutional shareholders as well as
financial analysts 1n order to enhance an understanding of the Group The Board 1s conscious of the importance
of a regular dialogue with shareholders

Audit commuttee

The Board has a formally constituted Audit Commuttee chaired by I R Mann, the other members are E ] McAlpine
and S D Beart The Audit Commuttee meets at least twice during the year and monitors the effectiveness of the
Group's internal controls, accounting policies and financial reporting The Audit Commuttee meets with the external
auditors to discuss any matters arising from their audit visits, and to review any reports which they maght produce

Remuneration committee

The Board has a Remuneration Committee which comprises the Non Executive Directors and 1s chaired by
I R Mann The Chief Executive 1s an ex officio attendee of the committee meetings but s not pernutted to attend
at times when his remuneration 1s being discussed The Remuneration Commuttee meets at least twice a year to
consider the terms of empleyment of the Executive Directors, senior employees, and to approve proposals for the
granting of share options to employees of the Group

Nomunations committee
The Nommations Commutiee 1s comprised of the full Board and meets to approve nomunations of new Directors
to the Board

Internal controls

The Directors acknowledge that they have overall responsibility for the Group’s system cf internal control and for
reviewing its effectiveness Such a system 1s designed to manage rather than ehminate the nsk of failure to achieve
business objectives and even the most effective system can provide only reasonable, and not absolute, assurance
with respect to the preparation of financial information and the safeguarding of assets The Directors monstor and
review the internal controls in operation to ensure that they are effective Where any significant weaknesses have
been 1dentified. new procedures have been put in place to strengthen controls

The key procedures that the Board has established and which are designed to provide effective internal contrel and
risk assessment for the Group nclude

— acomprehenstve and detailed budgeting system with the annual budget approved by the Board
—  regular updates 1ssued throughout the year giving the Board an updated forecast

—  monthly reviews by the Board of trends in trading circumstances
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—  capital expenditure and other authonty limits

—  approval of hiring of all new employees

DONATIONS
During the year the group made charitable donations of £847 (2010 £1,600)

No pohtical donations were made during the year (2010 £ml)

AUDITOR
Each of the persons who s a director at the date of approval of this report confirms that

1) so far as the director 15 aware, there 1s no relevant audit information of which the company’s auditor
1s 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 auditor 15 aware of that
information

This cenfirmation 15 given and should be mterpreted 1n accordance with the provisions of s418 of the Companies
Act 2006

Deloitte LLP have expressed their willingness to continue 1n office and a resolution for their re-appointment will
be proposed at the forthcoming Annual General Meeting

Annual General Meeting

The Annual General Meeting will be held on 4 August 2011 at 10 00 am at the offices of Osborne Clarke,
One London Wall, Londen, EC2Y 5EB A notice of the meeting 1s set out on page 58 of this Report and a Form
of Proxy to use at this meeting accompanies thus Report and Accounts

By order of the Board

S

P L S Wilson
Secretary
6 July 2011
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UNAUDITED INFORMATION
As stated 1n the Corporate Governance Statement on page 12, the Company 1s not required to comply with the
requirements of the Combined Code (June 2008)

This report 1s made 1n accordance with AIM Notice 36 with regard to director’s remuneration

Remuneration committee

The Company has e¢stablished a Remuneration Commuttee which 1s constituted 1 accordance with the
recommendations of the Combined Code (June 2008) The members of the Committee are I R Mann and E J McAlpme
who are Non-executive Directors The Commttee 15 chawred by [ R Mann

No member of the Comnuttee has any personal financial interest (other than as a shareholder or loan note
holder). or conflict of interests anising from cross-directorships or day-to-day invelvement m running the
business The Commuittee makes recommendations to the Board No Director plays a part in any discussion about
his own remuneration

Remuneration policy

Executive remuneration packages are prudently designed to attract, motivate and retam Directors of the high
calibre needed to maintain the Group’s position as a competive supplier and to reward Directors for enhancing
value for the shareholders The performance measurement of the Executive Directors and key members of senior
management and the determination of their annual remunerauon package are undertaken by the Commtttee The
remuneration of the Non-executive Directors 1s determined by the Board

There are four main elements of the remuneration package for Executive Directors and senior management

. Basic annual salary and benefits,
. Annual bonus payments,

. Share related incentives, and

. Penston arrangements

The Company’s policy 1s that a significant proportion of the remuneration of the Executive Directors should be
performance related Executive Directors are entitled to accept non executive appointments outside the Company
provided that the Chairman’s permission 15 sought

Basic salan

An Executive Director’s basic salary 1s determined by the Commuttee prior to the beginming of each year and when
an individual changes position or responsibihty In deciding appropriate levels, the Commuttee considers the
Group as a whole and takes account of comparable remuneration levels and policies Basic salanes are reviewed
annually The Executive Directors’ contracts of service, which include details of remuneration, will be available
for mspection at the Annual General Meeting

Pension arrangements
The Company contnibutes a percentage of the Executive Directors’ basic salaries to defined contribution pension
schemes Other than basic salary, no element of remuneration 1» pensionable

Dhirectors’ warrants and share options
S D Beart holds warrants over 4,000,000 new ordinary shares at an exercise price of 73 pence per share The
warrants are all exercisable up to March 2018 These incentives were granted following appointment

Managed Support Services ple




Report of the Board on Remuneration (continued) 15

P L S Wilson holds warrants over 2,800,000 new ordinary shares at an exercise price of 10 pence per share The
warrants are all exercisable up to July 2018 These incentives were granted following appomtment

Long Term Incentive Plan
The Group operates a Long Term Incentive Plan (*LTIP”) which was approved by shareholders on 14 April 2008
All LTIP grants are approved by the Remuneration Committee

LTIP —Type 1

S D Beart was granted conditional, potential participation in the LTIP in respect of 4,500,000 shares on | Apnil
2008 These nil cost options were granted under the Type [ element of the scheme The maximum number of
options available under the Type 1 grant for S D Beart is 4,500,000 In respect of thus total, 1,500,000 are
automatically exercisable on or after 31 March 2011 1n the event that the Director remains an employee of
the Group

A further 1,500,000 options are only exercisable by § D Beart in the event that the share price of the company
trades at more than 25 pence for 10 consecutive business days The fina! tranche of 1,500,000 options under the
Type I grant 1s only exercisable by § D Beart in the event that the share price of the company trades at more than
30 pence per share for 10 consecutive business days

P L S Wilson was granted conditional, potential participation 11 the LTIP 1n respect of 3,750,000 shares on | July
2008 These options were granted under the Type | element of the scheme The maximum number of options
avarlable under the Type | grant for P L § Wilson 1s 3,750,000 In respect of this total, 1,250,000 are automatically
exercisable on or after 31 March 2011 1n the event that the Director remains an employee of the Group

A further 1,250,000 options are only exercisable by P L. § Wilson in the event that the share price of the company
trades at more than 25 pence for 10 consecutive business days The final 1,250,000 options under the Type [ grant
1s only exercisable by P L S Wilson in the event that the share prnice of the company trades at more than 30 pence
per share for 10 consecutive business days

The maxunum number of ordnary shares potentially 1ssuable for all Group employees under LTIP Type I 15
10 5 mullion, of which 3 5 mullion will be used to satisfy the employment conditions The two further tranches of
3 5 million opthions, a total of 7 million opnions, will be available to meet entinlements n the event that the price
hurdles are reached

LTIP —Type 1L

As a result of the share placing in February 2009, Type II grants were automatically generated under the rules of
the LTIP being an amount equivalent to 7 5 per cent of any newly 1ssued share capital. subject always to a
maximum of 25 million ordmmary shares

Type 11 awards are benchmarked against the relevant fundraising or share 1ssue price The relevant fundraising
price at 28 February 2009 was 8 pence per share Accordmmgly, a maximum potential number of 8,437,500 new
Type 11 options were generated by the 1ssue of the new shares These options do not vest unless the share price of
the company trades at a 50 per cent premium to the relevant fundraising share price for 10 business days [f this
mitial price hurdle 1s achieved, one half of an individual’s Type Il award vests

In the event that the new ordinary shares trade at a 100 per cent premium to the relevant fundraising price, the
remamnung 50 per cent of the award will vest In circumstances where the ordinary shares trade for 10 days at
150 per cent above the relevant fundraising price, the employee 1s deemed to be entitled to a Premwum element
and the award 1s increased by 50 per cent

S D Beart was granted 2,475,000, Type 11 options as a result of the February 2009 placing The Premium Element
which requires the shares to trade at 150 per cent of the placing price, 1n this case 20 pence per share will, iIf
achieved, take the maximum potential award to 3,712,500 options

Managed Support Services plc




Report of the Board on Remuneration (continued) 16

P L S Wilson was granted 1,912,500, Type Il opuons as a result of the February 2009 placing The premium
element which requires the shares 1o trade at 150 per cent of the placing price. in this case 20 pence per share
will, 1f achieved, take the maximum potential award to 2,868.750 options

The LTIP 15 a seven year scheme No further awards will be made after 31 July 2015 and all options granted
thereunder are required to be exercised by 31 July 2016 Awards are adjusted in respect of changes in the share
capital of the company In the event of a change of control of the Company all awards vest ummediately n full

Operational Management Incentives

The Group recruited an operational team from the Building Services industry 1n December 2009 This team
includes Jamie Reynolds who is also a Durector of Managed Support Services plc The relevant operational
managers have acquired a 5 per cent stake 1n an intermediate holding company, MSS Building Services Ltd This
intermediate holding company owns or controls all subsidiary trading activities currently and mn the event of
further acquisitions The capital structure of the intermediate holding company 1s funded by loans from the parent
with a net contribution from the Operations Managers

In the event of a sale or disposal of the Group’s pnimary operaung trading umts the relevant equity would be
repurchased from the subscribing managers on a pre-agreed formula Mr Reynolds subseribed £11,250 for his
equity holding corresponding to 2 25 per cent of the intermediate holding company

Directors’ service centracts

Each Executive Director’s service agreement 1s terminable by either him or the Company on no more than
12 months written notice In the event of a change of control of the Group, the Executive Directors are
contractually entitled to a payment of hiquidated damages, without mitigation, of an amount equivalent to no less
than two years salary, benefits and estimated bonuses

The Non-executive Directors have contracts which run for two-year terms, commencing from thewr date of
appomtment and are open to annual extension subject to the mutual agreement of the Non-executive Director and

the Company

The details of the Directors’ contracts are summarised n the table below

Executive Directors: Date of contract
S D Beart 21 November 2007
P L § Wilson 1 July 2008

J Reynolds | December 2009
Non-executive Directors’

I R Mann 21 November 2007
E ] McAlpine | September 2008

Non-executive Dhrectors

The Non-executtve Directors have specific terms of engagement and their remuneration 1s determined by the
Board as a whole Non-executives are paid a fee for their services and are not eligible to join the Company’s
pension scheme
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AUDITED INFORMATION
Durectors’ emoluments
Year ended Year ended
31 March 31 March

Basic 2011 2010

Current directors Salary Benefits Bonus Fees Total Total
£000 £000 £000 £000 £000 £000

S D Beart 195 3 - - 198 232
P L S Wilson 160 1 - - 161 190
I Reynolds 199 ] - - 200 72
I R Mann - - - 50 50 50
E J McAlpine - - - 25 25 25
554 5 - 75 634 369

No basic salary pay increases have been awarded for the last three years In the year commencing | April 2011
S D Beartand J Reynolds have each agreed a salary reduction to £185,000, no other salary changes are expected

No share related options were 1ssued or exercised in the year

The executive directors have agreed with the Remuneration Commuittee that over a reasenable period of time, the
executive directors should have acquired shares in the Group to the value of at least 50 per cent of their
basic salary

Directors’ pension entitlements

The Executive Directors are members of individual money purchase schemes No contrnibutions were made by the
Group 1n respect of Non-executive Directors The contmbutions made by the Company 1n respect of money
purchase schemes for each of the other Executive Directors were as follows

Total Total

Current directors 2011 2010
£000 £2000

S D Beart 29 27
P L S Wilson 20 20
J Reynolds 9 3
58 50

Approved and signed on behalf of the Board

I R Mann
Chairman, Remuneration Commttee
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The directors are responsible for prepaning the Annual Report and the fiancial 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 Internaticnal Financial
Reportuing Standards (IFRSs) as adopted by the European Union and have also chosen to prepare the parent
company financial statements under IFRSs as adopted by the EU Under company law the directors must not
approve the accounts unless they are sansfied 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 pertod In preparing these financial statements,
[nternational Accounting Standard 1 requires that directors

. properly select and apply accounting policies,

. present information, including accounting policies, in a manner that provides relevant, reliable, comparable
and understandable information,

. provide addmmonal disclosures when compliance with the specific requirements in IFRSs are msufficient to
enable users to understand the impact of particular transactions, other events and conditions on the entity’s
financial position and financial performance, and

. make an assessment of the company’s ability to continue as a going concern

The directors are responstble for keeping adequate accounung records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any tume the financial position of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006 They are also
responstble 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 integnty of the corporate and financial information 1ncluded
on the company’s website Legistation n 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

. the financial statements. prepared in accordance with International Fiancial Reporting Standards, give a
true and fair view of the assets, habilities, financial position and profit or loss of the company and the
undertakings included in the consolidation taken as a whole, and

. the management report, which 1s incorporated into the directors’ report, inciudes a fair review of the
development and performance of the business and the position of the company and the undertakings
included n the consolidation taken as a whole, together with a description of the principal nisks and
uncertainties that they face

Opder of thejpoard G

M B Ao

Simon Beart Piers Wilson
Chief Executive Officer Chief Financial Officer
6 July 2011 6 July 2011
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Independent Auditors’ Report to the members of 19
Managed Support Services plc

We have audited the financial statements of Managed Support Services plc for the year ended 31 March 2011
which comprnise the Group Income Statement, the Group and Parent Company Balance Sheets, the Group and
Parent Company Cash Flow Statements, the Group and Parent Company Statements of Changes in Equity and the
related notes | to 36 The financial reporting framework that has been applied in their preparation 1s applicable
law and International Financial Reporting Standards (IFRSs) as adopted by the European Umon and, as regards
the parent company financial statements, as applied in accordance with the provisions of the Companies Act 2006

This report 15 made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we mught state to the company’s members those
matters we are required to state to them n an auditor’s report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsiblity to anyone other than the company and the company’s
members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibihities of directors and auditor

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 give a true and fair view Our responsibility
18 to audit and express an opimon on the financial statements 1n accordance with applicable law and International
Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board’s
Ethrcal Standards for Auditors

Scope of the audit of the Ninancial statements

An audit involves obtaiming evidence about the amounts and disclosures 1n the financial statements sufficient to
give reasonable assurance that the financial statements are free from matertal misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting pohicies are appropnate 1o the group’s and
the parent company’s circumstances and have been consistently applied and adequately disclosed, the
reasonableness of significant accounting estimates made by the directors, and the overall presentation of the
financial statements In addition, we read all the financial and non-financial information 1n the annual report to
identify material inconsistencies with the audited financial statements If we become aware of any apparent
material misstatements or inconsistencies we consider the implications for our report

Opimon on financial statements
In our opinion

. the financial statements give a true and fair view of the state of the group’s and of the parent company’s
affairs as at 31 March 2011 and of the group’s loss for the year then ended,

. the greup financial statements have been properly prepared in accerdance with IFRSs as adopted by the
European Union,

. the parent company financial statements have been properly prepared 1n accordance with IFRSs as adopted
by the European Union and as appled in accordance with the provisions of the Companies Act 2006, and

. the financial statements have been prepared in accordance with the requirements of the Compames Act 2006

Opimmion on other matter 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 1s consistent with the financial statements
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Independent Auditors’ Report to the members of 20
Managed Suppeort Services plc (continued)

Matters on which we are required to report by exception
We have nothing 1o report in respect of the following matters where the Compames Act 2006 requires us Lo report
to you If, 1n our opinion

. adequate accounting records have not been kept by the parent company, or returns adequate for our audit
have not been received from branches not visited by us, or

. the parent company financial statements are not in agreement with the accounting records and 1eturns, or
. certain disclosures of directors’ remuneration specsfied by law are not made, or
. we have nat received all the information and explanations we require for our audit

Mark Doleman, FCA (Seator statutory audttor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Audstor
Nottingham

G ’Su-la 2y
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Consolidated Income Statement
For the year ended 3t March 2011

21

Revenue

Cost of sales
GROSS PROFIT

Administrative expenses before rtems 1dentified below

OPERATING PROFIT/(LOSS) BEFORE ITEMS
IDENTIFIED BELOW

Restructuring of activities

Closure costs of MSS Projects Limited

Non cash amortisation of intangible assets
Impairment of goodwill

Non cash mcrease in Share Based Payment reserve
Costs associated with acquisitions

OPERATING LOSS
Financial income
Financial expenses

LOSS BEFORE TAX
Income tax

LOSS FOR THE PERIOD
Attnibutable to
Owners of the Company

Non-controlling interests

BASIC LOSS PER SHARE (pence)

DILUTED LOSS PER SHARE (pence)

All results are derived from continuing operations

Note

2.4

13
12

(o +]

29

Year ended Year ended
31 March 2011 31 March 2010
£°000 £000
26,582 15,318
(18,167) {11,598)
8,415 3,720
(7,642) (5.400)
773 (1,680)
{786) (573)

- (1,229)

(693) (136)

- (1.000)

(236) (334)
(348) -
{1,290) (4,952)
5 54

(71) (3)
(1356) (4,901)
(26) 50
(1382) (4.851)

(1,377) (4,851)
(5) -

(0 74) (2 94)

(¢ 74) (2 94)

There are no recogmsed gans or losses n either pertod other than the loss for that period and therefore no

consolidated statement of comprehensive income 15 presented
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Statement of Changes in Equity 22
For the year ended 31 March 2011
Consolidated Statement of Changes in Equity
Total equin
attribatable te
Share Share bascd equiny “on
Share promium Retamned paymeni Spucial sharchotders of  Controfting Toal
Capital acLount earnings nsorye reserye the Company Interests equity
£ 000 £ 0 £ 090 £ 000 £ 000 £ 000 £000 £ 000
Hatance at 1 Apnl 2009 1 652 4 899 (24) 886 4,647 12 060 - 12 060
1 oss for the financial peniod - - {4 851) - - {4851} - {4 851)
1ssuc of share capital - - - - - - 25 25
Increase in share based payments reserve - - - 334 - 334 - 334
Batance at 31 March 2010 1 652 4 899 (3 875) 1220 4,647 7543 25 7 568
1 oss tar the financial period - - (1377) - (1377) {5) {1382)
Issue of share capital 446 - - - - 446 . 446
Promium on 1ssue of shares 2474 - . - 2474 - 2474
Transfer to retained earmngs - - 3647 - {4647 - - -
In¢rease in share based payment neserve - - - 236 - 236 - 236
Balance at 31 March 2011 2098 7373 (1 605) 1 456 - @322 20 9342
Company Statement of Changes in Equity
Total equity
afiribatable to
Share Sharc bascd cquity Non
Share preminm Retamed pavmenl “pecial  sharcholders of  Controfilog Tota)
Capital account carnings reserie resere the Compans infurests equity
£ 000 £ 600 £ 000 £ 000 £ 000 £ 000 £000 £ 000
Balance at 1 Apnl 2009 1652 4 899 1246 886 4,647 13 330 - 13 330
1 0ss for the fiancial puned - - (2 126) - - {2126) - (2 126)
Increase n share based payments reserve - - - 334 - 334 - 334
Balance at 31 March 2010 1 652 4 89 (880) 1220 4,647 Il 538 - 11 538
Loss for the financial period - (1 634) - - {1 634) - (1 633)
1ssue of share capital 446 - - - - 346 - 446
Promium on ssue of shares - 2474 - - - 2474 - 2474
Iransfur to retained carnings - - 4647 - {4 647) - - -
Inercase 1n share based payment rescne - - - 236 - 236 - 236
Bulance at 3 March 20114 2 098 7373 2133 1456 - 13 060 - 13 060
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Company registered number 05697574

NON CURRENT ASSETS
Goodwill

Other intangible assets
Property, plant and equipment

CURRENT ASSETS
Work 1n progress

Trade and other receivables
Cash and cash equivalents
Assets hetd for sale

TOTAL ASSETS

CURRENT LIABILITIES
Trade and other payables

Short term borrowings

Current tax lhiabihity

Obhigations under finance {eases
Provisions for habilities

NET CURRENT (LIABILITIES)/ASSETS

NON CURRENT LIABILITIES
Convertible loan notes

Obligations under finance leases
Provisions for habilities

TOTAL LIABILITIES

NET ASSETS

EQUITY

Share caputal

Share premmum account
Special reserve

Share based payments reserve
Retained eamings

Equuty attributable to owners of the Company
Non-controlling interests

TOTAL EQUITY

Note

12
13
14

16
19
20
15

24
21

23
26

22
23
26

28

Year ended Year ended
31 March 2011 31 March 2010
£000 £000
8,000 4,000
4,145 2,165
304 495
12,949 6,660
459 205
6,594 3,885
815 4,135

- 180

7,908 8,405
20,857 15,065
(7,641) (6,847)
(3,017) (177)
(234) (117)
(66) (68)
(46) (190)
(11,004) (7,399)
{3,096) 1,006
(500) -
(1 22)

- (76)

(511) (98)
(1,513) (7,497)
9,342 7,568
2098 1,652
71,373 4,899

- 4,647

1,456 1,220
(1,605) (4,875)
9,322 7,543
20 25
9,342 7,568

These financial statements were approved by the Board of Directors and authorised for i1ssue on 6 July 2011

Piers Wilson
Director

Sfgifegl on behal{6fjthe Boarcko'f—Dlrectors

Director
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Company registered number 05697574

NON CURRENT ASSETS
Investments i subsidianes

CURRENT ASSETS
Trade and other receivables
Cash and cash equivalents

TOTAL ASSETS

CURRENT LIABILITIES
‘I'rade and other payables
Provisions for hiabilities

NET CURRENT ASSETS

NON CURRENT LIABILITIES
Convertible loan notes

TOTAL LIABILITIES

NET ASSETS

EQUITY

Share capital

Share premium account
Special reserve

Share based payments reserve
Retained earnings

TOTAL EQUITY

Note

17

19
20

24
26

22

28

Year ended Year ended
31 March 2011 31 March 2010
£2000 £000
475 475
475 475
13,309 8,612
405 3,494
13,714 12,106
14,189 12,581
(624) (903)
(5) (140)
(629) {1,043)
13,085 11,063
(500) -
(500) ;
{1,129) (1,043)
13,060 11,538
2,098 1,652
7373 4,899
- 4,647
1,456 1,220
2,133 (880)
13,060 11,538

These financial statements were approved by the Board of Directors and authonised for 1ssue on 6 July 2011

ngd on behalflof the Boavd"of Directors

Simon Beart
Durector

S e

Piers Wilson
Director
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Consolidated Cash Flow Statement 25
For the year ended 31 March 2011
Year ended Year ended
Note 31 March 2011 31 March 2010
£000 £000
NET CASH USED IN OPERATING ACTIVITIES 34 (1,710) (1,774)
BEFORE PAYMENT OF RESTRUCTURING COSTS
Restructuring and cash closure costs (786) (2,137)
NET CASH USED IN OPERATING ACTIVITIES (2.496) (3911
INVESTING ACTIVITIES
Interest received 5 54
Proceeds from sale of assets held for sale 150 -
Proceeds on disposal of property. plant and equipment 792 9
Purchases of property, plant and equipment (457} (270)
Acquisition of businesses
Cash paid (71,972 (4 216)
Cash acquired 1,677 710
Deferred consideration payments 33 (1,266} (234)
NET CASH USED IN INVESTING ACTIVITIES (7.071) (3.947)
FINANCING ACTIVITIES
Increase 1n short term borrowings 2,840 (1
Repayment of obligations under finance leases (13) 20
Proceeds on tssue of convertible loan notes 500 -
Net proceeds of share 1ssue 1n subsidiary - 25
Net proceeds of share 1ssue 2920 -
NET CASH FROM/(USED IN) FINANCING
ACTIVITIES 6247 O]
NET DECREASE IN CASH (3320) (7,865)
CASH AT THE BEGINNING OF PERIOD 20 4,135 12,000
CASH AT THE END OF THE PERIOD gL5 4135
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For the year ended 31 March 201 |
Year ended Year ended
Note 31 March 2011 31 March 2010
£°000 £000
NET CASH USED IN OPERATING ACTIVITIES 34 (6,573) (9,408)
INVESTING ACTIVITIES
Interest received 530 113
Proceeds from sale of investments - 2,500
Purchases of businesses 33 (466) (234)
Investment 1n subsidiary 33 - (475)
NET CASH FROM INVESTING ACTIVIIIES 64 1,904
FINANCING ACTIVITIES
Net proceeds of convertible loan stock 1ssue 500 -
Net proceeds of share 1ssue 2,920 -
NET CASH FROM FINANCING ACTIVITIES 3,420 -
NET DECREASE IN CASH {3 089) (7,504)
CASH AT THE BEGINNING OF PERIOD 20 3,494 10,998
CASH AT THE END OF THE PERIOD 405 3,494
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1 GENERAL INFORMATION
General information

Managed Support Services plc 15 a company ncorporated in the Umted Kingdom under the Companies
Act The address of the registered office 1s given on the back cover The nature of the Group’s operations
and 1ts principal activities are set out in the Chuef Executive’s review and Dhirectors’ report

These financial statements are presented 1n pounds sterling because that 1s the currency of the prumary
economic environment  which the Group operates There are no foreign operations

2 ACCOUNTING POLICIES
Going concern

In determuning that the Group’s results can be presented on a going concern basis the Directors have
considered all relevant factors including forecast cash flows, the recently renewed borrowing facilities and
risks related to 1ts business activities The full benefits of the restructunng costs incurred n this year will
be realised in the year to 31 March 2012 and the Group Budget indicates operating profits and positive
operating cash flow in this period lHaving considered all these factors the Directors are satitsfied that the
Group has sufficient resources to enable it to continue to trade for at least the next twelve months from the
date of signing the financial statements Accordingly the financial statements have been prepared on a
going concern basis

Basis of presentation

The financial statements are prepared in accordance with applicable IFRS including standards and
interpretations 1ssued by the International Accounting Standards Board as adopted by the EU, 1n the case
of the consohdated financial statements the Group has also complied with Article 4 of the [AS Regulation

The financial report has been prepared on the basis of historical cost, except for the revaluation of financial
instruments Cost 1s based on the fair values of the consideration given in exchange for assets

In the application of IFRS management 15 required to make judgements, estimates and assumptions about
carrying values of assets and Lhabihties that are not readily apparent from other sources The estimates and
associated assumptions are based on histornical experience and various other factors that are belhieved to be
reasonable under the circumstances the results of which form the basis of making judgments Actual results
may differ from these estimates

The estimates and underlymmg assumptions are reviewed on an ongomg basis Revisions to accounting
estimates are recognised 1n the period 1n which the estimate 1s revised if the revision affects only that penod,
or n the period of the revision and future periods 1f the revision affects both current and future periods

Judgements made by management in the application of IFRS that have significant effects on the financial
statements and estimates with a significant risk of matenal adjustments in the next year are disclosed, where
applicable, in the relevant notes to the financial statements

Adoption of new and revised Standards

Accounting policies set out below have been applied 1n preparing the financial standards for the year ended
31 March 2011 and the comparative information presented in these financial statements for the year ended
31 March 2010

Three nterpretations and nine accounting standards were effective for the current year with the exception
of IFRS 3 (revised), they have not led to any changes in the group’s accounting policies. although IFRS 8
has resulted in additional disclosures

IFRS 1 (Revised) Exemptions for first time adoptions of [FRS
IFRS 2 (Revised) Group cash settled share based payments
IFRS 3 (Revised) Business combinations
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2 ACCOUNTING POLICIES (continued)

IAS 27 (Amendment) Consohdated and separate financial statements
1AS 39 (Amendment) Elgible hedged items

IAS 32 (Amendment) Classification of Rights [ssues

1AS 1 (Revised 2007) Presentation of financial statements

IAS 23 (Revised) Borrowing costs

IFRS 8 Operating segments

IFRIC 15 Agreements for the construction of real estate
IFRIC 16 Hedges of a net investment 1n a foreign operation
IFRIC 17 Distributions of non-cash assets to cwners

At the date of authorisation of these financial statements, the following Standards and Interpretations which
have not been apphied 1n these financial statements were 1n 1ssue but not yet effective (and 1 some cases
not yet endersed by EU)

[FRS | (Amendment) Severe llypeninflation and removal of fixed dates for first nme adopters
[FRS 7 (Amendment) Disclosures — transfer of Financial Assets

[FRS & Financial mstruments

IAS 12 (Amendment) Deferred tax recovery of Underlying assets

[AS 24 Related party disclosures

[FRIC 14 {Amendment) Prepayments of a mummum funding requirement

[FRIC 18 Transfer of assets from customers

[FRIC 1§ Extinguishing financial liability wath equity mstruments

[mprovements to IFRSs 2010 Except for the amendments in connection with IFRS 3 and [AS 27

The directors do not beheve that adoption of any of the above accounting standards will have a matenal
impact on the financial result of the group although additional disclosures may be required

Basis of consolidation

The Consolidated Financial Statements incorporate the Financial Statements of Managed Support Services
plc and the entities controlled by 1t (its subsidiaries) made up to 31 March 2011 Control 1s achieved when
Managed Support Services pic has the power to govern the financial and operating policies of an invested
entity so as to obtain benefits from 1ts activities

On acquisttion, the assets and llabihities and contingent habihities of a subsidiary are measured at their fair
value at the date of acquisitton Any excess of the cost of acquisition over the fair values of the 1dentifiable
net assets acquired 15 recognised as goodwill Any deficiency of the cost of acqusition below the fair value
of the 1dentifiable net assets acquired (1 e discount on acquisition) 15 credited to the profit and loss account
in the pertod of acquisition

The results of subsidianes acquired or disposed of during the period are included 1n the Consohidated
Income Statement from the effective date of acquisiion or up to the effecive date of disposal,
as appropriate

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the accounting
policies used into hne with those used by the Group

All intra-group transactions. balances, income and expenses are eliminated on consohidation

In accordance with section 408 of the Companies Act 2006, no income statement 1s presented for the
company The retained loss of the parent company for the financial peried was £1,634,000
(2010 £2,126,000)
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2 ACCOUNTING POLICIES {continued)

Non-controlling interests mn subsidianes are i1dentified separately from the Group’s equuty therein The
mterests of non-controlhing shareholders may be imtially measured at fair value or at the non-controlling
mterests” proportionate share of the fair value of the acquiree’s identifiable net assets The choice of
measurement 1s made on an acqusition by acqusition basis Subsequent to acquisition, the carrying
amount of non-controlhng interests 1s the amount of those interests at imitial recogmtion plus the non-
controlling interests’ share of subsequent changes in equity Total comprehensive income 1s attributed to
non-controlling nterests even 1f this results in the non-controlling interests having a deficit balance

The non-controlling interest 1s stated at 5 per cent of the fair value of the relevant subsidhary’s net assets

Goodwill

Goodwill 1s stated at cost less impairment At the date of acquisition of a business fair values are attributed
to the assets and habilities of the acquired business Goodwill arses where the fair value of the
consideration exceeds the fair value of the net assets acquired and 1s recognised from that date

Goodwill ansing on consolidation represents the excess of the costs of acquisition over the Group’s 1nterest
in the fair value of the identifiable assets and lLiabilities of a subsidiary, associate or jointly controlled entity
at the date of acquisition Goodwill 1s not amortised but 1s reviewed annually for impairment

In accordance with JFRS 3, Business combmations, Goodwill 15 allocated to cash generating units at
acquisitton date Each unit 1s reviewed annually and where there are indications that the carrying value may
not be recoverable for impairment The method of review 15 included in Note 12

Other intangible assets

Other intangible assets consist of customer relationships of acquired businesses The cost of customer
relationships acquired in a business combination 1s generally based on fair market values The intangible
assets are separable from Goodwill n accordance with IFRS 3, Buswess combinations, and 1AS 38,
Intangible assets Customer relationships are amortised over a straight line basis over their estimated
useful economic lives, being between one and six years Intangible assets are valued using the excess
earnings method

Business combinations

The acquisition of subsidiaries 1s accounted for using the purchase method The cost of the acquisition 1s
measured at the aggregate of the fair values, at the date of exchange, of assets given, habihities incurred
and/or equity mnstruments 1ssued by the group 1n exchange for control of the acquiree On the acquisition
of a business, fair values are attributed to the group’s share of net separable assets Where the cost of
acquisition exceeds the fair values attmbutable to such assets, the difference 1s treated as purchased
goodwll and capitalised in the balance sheet in the year of acquisition The results and cash flows relating
to such a business are included in the consolhidated income statement and the consolidated cash flow
statement from the date of acquisition

Assets held for sale
Assets held for sale are measured at the lower of carrying amount and fair value less costs to sell

Assets are classified as held for sale when their carrying amount 1s expected to be recovered through a sale
transaction rather than through continuing use This condition 1s regarded as met only when the sale 1s
highly probable and the asset 1s available for immediate sale in 1ts present condition

Revenue recognition

Revenue 1s measured at the fair value of consideration received or receivable and represents amounts
recewved or receivable for goods and services provided in the normal course of business, net of discounts,
VAT and other sales related taxes
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2 ACCOUNTING POLICIES {(continued)

Revenue 15 recognised either upon invoicing or agreement with the customer as to the amount of services
supplied, or 1n the case of project related work the stage of completion of the contract If there 1s no
agreement with the customer the revenue will not be recogmised For contracted mamntenance or other
activittes where income 1s invoiced n advance, income 18 recognised as the work 1s completed and a
deferred income provision s held withun trade and other payables

The Group as lessee

Rentals payable under operating leases are charged to income on a straight-line basis over the term of the
relevant lease

Benefits received and recervable as an incentive to enter into an operating lease are also spread on a
straight-line basis over the lease term after imitial recognition of a habihty

When a property 1s not in use, a provision 1s made for the full rent of the remaining period or up to
management’s estimate of the hkely break/sublet peniod

Operating profit or loss

Operating profit is stated after charging amortisation, restructuring and closure costs, impairment charges,
share based payments, costs associated with acquisitions and gains or losses on the disposal of assets held
for sale, but before investment income and finance costs

Retirement benefit costs

Payments to defined contribution retirement schemes are charged as an expense as they fall due Payments
made to state-managed retirement benefit schemes are dealt with as payments 1o defined contribution
schemes where the Group’s obligations under the schemes are equivalent to those arising win a defined
contribution retirement scheme

Taxation

The tax currently payable 1s based on taxable profit or loss for the year Taxable profit or loss differs from
net profit or loss as reported 1n the income statement because 1t excludes 1tems of income or expense that
are taxable or deductible n other years and 1t further excludes 1tems that are never taxable or deductible
The Group’s liability for current tax 1s calculated using tax rates that have been enacted or substantively
enacted by the balance sheet date

Deferred tax 1s the tax expected to be payable or recoverable on differences between the carrying amounts
of assets and habilities 1n the financial statements and the corresponding tax bases used 1n the computation
of taxable profit, and 1s accounted for using the balance sheet liability method Deferred tax habilities are
generally recogmsed for all taxable temporary differences and deferred tax assets are recognised to the
extent that it 1s probable that taxable profits will be available agamnst which deductible temporary
differences can be utthsed Such assets and habilines are not recogmsed if the temporary difference anises
from goodwill or from the 1nitial recogmtion (other than 1n a business combination) or other assets and
habilities in a transaction that affects neither the tax profit nor the accounting profit

Deferred tax lLabilities are recognised for taxable temporary differences ansing on investments in
subsidiaries, except where the Group 15 able to control the reversal of the temporary difference and it 1s
probable that the temporary difference will not reverse in the foreseeable future

The carrying value of deferred tax assets 1s reviewed at each balance sheet date and reduced to the extent

that 1t 15 no longer probable that sufficient taxable profits will be available to allow all or part of the
deferred tax asset to be recovered
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Deferred tax 1s calculated at the tax rates that are expected to apply 1n the period when the Liability 1s settled
or the asset 1s realised based on tax laws and rates that have been enacted at the balance sheet date Deferred
tax 1s charged or credited 1n the income statement, except when 1t relates to items charged or credited
directly to equity, 1n which case the deferred tax 1s also dealt with in equity

Deferred tax assets and habihities are offset when there 15 a legally enforceable night to set off current tax
assets agamst current tax habilities and when they relate 1o income taxes levied by the same taxation
authority and the Group intends to settle its current tax assets and habilities on a net basis

Impairment of non-financial assets

The carrying amounts of the Group’s property, plant and equipment are reviewed at each balance sheet date
to determine whether there 1s any ndication of imparrment If such an indication exists, the asset’s
recoverable amount 1s estimated and compared to 1ts carrying value Where the asset does not generate cash
flows that are independent from other assets, the Group estimates the recoverable amount of the cash-
generaiing umit to which the asset belongs Where the carrying value exceeds the recoverable amount, a
provision for the impairment loss 1s established with a charge being made to the income statement

Property, plant and equipment
| Owned assets

Items of property, plant and equipment are stated at cost less accumulated depreciation and
imparrment losses Where parts of an item of property, plant and equipment have different useful
lives, they are accounted for as separate 1tems

il Leased assets

Assets held under finance leases are depreciated over their expected useful lives on the same basis
as owned assets or, where shorter over the term of the relevant lease

Il Deprecration

Depreciation 1s charged to the Consclidated [ncome Statement over the estimated useful lives of
each part or an item of property, plant and equipment The depreciation policy s as follows

Land and buldings 25% to 50% on cost
Office and IT equipment 25% to 50% on cost
Motor vehicles 33% on cost

The carrying values of property, plant and equipment are reviewed for impairment annually and when
events or changes 1n circumstances indicate that the carrying value may be impaired Any impairment 1s
taken direct to the income statement

Impaiwrment

Assets that have an indefimite useful life are not subject to amortisation but are reviewed for impairment
annually and where there are indications that the carrying value may not be recoverable An impairment
loss 15 recognised for the amount by which the carrying value exceeds the recoverable amount

Work 1n progress

The Group undertakes no long term contracts Work 1n progress 1s valued at the lower of cost and net
realisable value where the outcome of the contract can be reliably esumated and a gross profit expected

Net realisable vatue 1s based on estimated selling price less further costs to complenon and sale Provision
1s made for contract losses and obsolete, slow moving or defective items where appropnate
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Provisions

Provisions for restructuring costs are recogmised when the Group has a detaled formal plan for the
restructuring and the plan has been communicated to the affected parties Provisions are measured at the
Directors best estimate of the expenditure required to setile the obhigation at the balance sheet date They
are not discounted to present value as the effect 1s not material

Onerous leases

Present obhigations under onerous contracts are recognised and measured as provisions An onerous
contract 1s considered 1o exist where the Group has a contract under which the unavoidable costs of meeting
the obligations under the contract exceed the economic benefits expected to be recerved under 1t

Share based pavments

The Group has 1ssued equity-settled share-based payments to certamn employees The fair value (excluding
the effect of non-market related combinations), as determined at the grant date, 15 expensed on a straight-
line basis over the vestimg pertod, based on the Group’s estimate of the number of shares that will eventually
vest and adjusted for the effect of non-market related conditions

Fair value 1s measured by use of a Black-Scholes model Further detail regarding the determmation of Fair
Value 1s set out in note 30 The liability 1n respect of equity-settled amounts 15 included in equity

Fimancial mstruments

Financial assets and financial habilities are recognised 1n the Group's balance sheet when the Group
becomes a party to the contractual provisions of the instrument

The Group no longer recogmises a financial asset when the contractual rights to the cash flows from the
asset expire or it transfers the financial asset and substantially all the risks and rewards of ownership of the
asset to another entity

The Group no longer recognises a financial Liabilsty when the Group’s obligations are discharged, cancelled
or they expire

Financial struments are classified as cash and cash equivalents, trade and other receivables, trade
creditors, borrowings (including obligations under finance leases) and other payables (including social
security and current tax habilities)

Non-denvanve financial assets are categonsed as “loans and recervables” and non-derivative financial
habihties are categornised as ““other financial liabilities™

Loans and recervables

Loans and receivables, as categonised above, are measured at amortised cost using the effective interest
method less any impairment  Interest income 1s recognised by applying the effective interest rate, except for
short-term receivables when the recognition of interest would be i1mmatenal

Trade and other receivables

Trade and other receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted n an active market They are included in current assets, except for those with maturities greater
than 12 months after the balance sheet date, which are classified as non-current assets and are measured at
amortised cost less an allowance for any uncollectible amounts The net of these balances are classified as
“trade and other receivables ' in the balance sheet

Trade and other receivables are assessed for indicators of impairment at each balance sheet date and are
impaired where there 1s objective evidence that the recovery of the recevable 15 1in doubt
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Objective evidence of impairment could include significant financial difficulty of the customer, default on
payment terms or the customer going 1nto hquidation

The carrying amount of trade and other recervables 1s reduced through the use of an allowance account
When a trade or other recewvable 1s considered uncollectible, it 1s written off against the allowance account
Subsequent recoveries of amounts previously wnitten off are credited aganst the allowance account
Changes 1 the carrying amount of the allowance account are recogmsed in the income statement

Casht and cash equivalents

Cash and cash equivalents inctude cash at bank and in hand, deposits at call with banks, other short-term
highly hiquid investments with original maturity at acquisition of three months or less that are readily
convertible to cash, net of bank overdrafts For the purpose of the cash flow statement, cash and cash
equivalents consist of the definition outlined above

Fnancial abiities

All non-dervative financial habtlittes are classified as other financial liabilities and are imtially measured
at fair value, net of transaction costs Other financial habilities are subsequently measured at amortised cost
using the effective interest rate method Other financial habihities consist of borrowings and trade and
other payables

Financial habihties are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the hiabihity for at least 12 months after the balance sheet date

Other financial labiiities

Other financial habilities, as categorised above, are imtially measured at fair value, net of transaction costs
Other financial habilities are subsequently measured at amortised cost using the effective interest method,
with nterest expense recogmsed on an effective yield basis Other financial habilities are classified as
current habilities unless the Group has an unconditional nght to defer settlement of the hability for at least
12 months after the balance sheet date

Compound financial instruments

The fair value of the liability portion of a convertible loan 1s deterniined using a market interest rate for an
equivalent non-convertible oan This amount 1s recorded as a liabilhity on an amortised cost basis until
extinguished on conversion The remainder of the proceeds 1s allocated to the conversion option This 1s
recogmsed and included in shareholders’ equity

Equty instruments

Equity instruments consist of the Company’s ordinary share capital and are recorded at the proceeds
received, net of direct 1ssue costs
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of financial statements 1n conformity with the Group’s accounting policies as disclosed in
Note 2 requires management to make judgements, estimates and assumptions that affect the application of
polictes and reported amounts of assets and habilities, income and expenses The estimates and associated
assumptions are based on historical experience and various other factors that are believed to be reasonable
under the circumstances, the results of which form the basis of making the judgements about carrying
values of assets and habilities that are not readily apparent from other sources Actual results may differ
from these estimates The esuimates and assumpuons which have a significant nisk of causing a matenal
adjustment to the carrying amount of assets and liabilities within the next financial year are
discussed below

I Impairment of goodwill and investments

The Group 1s required to test whether us goodwill or its investments have suffered any
impawrment The recoverable amounts of cash generating units have been determined based on
value-in-use calculations The use of this methed requires the estimation of future cash flows
expected to arise from the continuing operation of the cash generating unit and the choice of a
suitable discount rate 1n order to calculate the present value Actual outcomes could vary
sigmficantly from these estimates

| Impairment of assets

Property, plant and equipment and intangibles are reviewed for impairment 1f events or changes 1n
circumstances mdicate that the carrying amount of an asset or a cash generating unit 1s not
recoverable The carrying value 1s determined based on thewr fair value as supported by a
management valuation less costs to sell

I Provision for doubtful debt

The Group makes provisions for the likely non payment by outstanding debtors based on a review
of the age of the debt outstanding and the hkelihood of payment

IV Work in progress

The Group undertakes no long term contracts Work 1n progress 1s valued at the lower of cost and
net realisable value where the outcome of the contract can be relhably estimated and a gross
profit expected

v Fair Value Adjustments

On acquisition the Group makes adjustments for the fair value of the separately identifiable elements
of the balance sheet of the acquired business

BUSINESS AND GEOGRAPHICAL REPORTING

Information regarding the Group’s operating segments 1s reported below The Group’s operations were only
in the United Kingdom The segments reported below are determined by the legal and reporting structure
of the Group Following the Group restructuring in the prior year, the Building Services segment 15 operated
by MSS Building Services Limited, the Intenior Contracts segment 1s MSS Interiors Limited and the lealth
and Safety segment 15 MSS Health and Safety Limited The CEOQ, the chief operating decision maker,
reviews information and makes decisions at this level and impairment reviews are also done at this level

The revenues disclosed below within the operating segments are broadly equivalent to the revenues from
each group of ssimilar products and services and accordingly no additional disclosure 15 mcluded
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BUSINESS AND GEOGRAPHICAL REPORTING (continued)

The accounting policies of the reportable segments are the same as the Group’s accounting policies
described 1n Note 2 Segment operating profit/(loss) represents the operating profit/{loss) earned by each
segment after allocation of the items described below This 1s the measure reported to the Group’s Chief
Executive for the purpose of resource allocation and assessment of segment performance

There 1s no difference between the total of the reportable segments’ revenues and profit/(loss) before tax
and the Group’s revenue and loss before tax

Segment Revenues and Results

The following 1s an analysis of the Group’s revenue and results by reportable segment for the year ended

31 March 2011
Building Health and Interior Central and
Services Safety Contracts Other Consohdated
Year ended Year ended Year ended Year ended Year ended
31 March 31 March 31 March 31 March 31 March
2011 2011 2011 2011 2011
£°000 £'000 £2000 £°000 £°000
Revenue (contimuing
operations)
External sales 21,409 2,338 2,835 - 26,582
Inter-segment sales 1018 1 574 {1,593) -
Total revenue 22,427 2,339 3,409 {1,593) 26,582
Inter-segment sales are charged at prevailing market prices
Result
Operating (loss)/profit 1,645 376 (179) {3,132} (1,290)
Finance costs (66)
Loss before tax (1,356)
Tax (26)
Loss after tax (1,382)
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BUSINESS AND GEOGRAPHICAL REPORTING (continued)
The following 15 an analysis of the Group’s revenue and results by reportable segment for the year ended

31 March 2010

Building Health and Interior Central and
Services Safety Contracts Other Consolidated
Year ended Year ended Year ended Year ended Year ended
31 March 31 March 31 March 31 March 31 March
2010 2010 2010 2010 2010
£000 £000 £7000 £7000 £°000
Revenue
External sales 12,952 - 2,366 - 15,318
Inter-segment sales 227 - 294 (521 -
Total revenue 13,179 - 2,660 (521) 15,318
Inter-segment sales are charged at prevailing market prices
Result
Operating (loss)/profit (3,556) - 70 {1,466) (4,952)
Finance costs 51
Loss before tax (4,901
Tax 50
Loss after tax (4.851)
Segment Assets
2011 2010
£°000 £000
Building Services 27,926 13,283
Health and Safety 664 -
Interior contracts 791 920
Other (8,524) 788
Consolidated total assets 20.857 14,991

For the purpose of monitering segment performance and allocation of resources between segments the
Group s Chief Executive monitors the tangible, tangible and financial assets aunbutable to each segment
All assets are allocated to reportable segments with the exception of investments 1n associates, other
financial assets (except for trade and other receivables) (see note 12) and tax assets Goodwill has been
allocated on the basis of the revenues earned by individual reportable segments
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Year ended Year ended
31 March 31 March
Group 2011 2010
£°000 £000
Operating loss for the period has been arrived at after
charging/(crediting).
Depreciation of property, plant and equipment 323 101
(Profit)/loss on disposal of fixed assets (15) 8
Costs associated with acquisitions (see note 7) 348 -
Amortisation of intangible assets 693 136
Impairment of goodwill - 1,000
Payments under operating leases
Land and buildings 354 202
Plant and machinery 368 322
Bad debts written off 8 188
Cost of inventones recognised as expense 18,167 11 598
Staff costs (see note 6) 11,325 6,399
Auditors’ remuneration 107 135
The analysis of auditors” remuneration 15 as follows
Fees payable for the company’s annual audit 60 60
Fees payable for the audit of the company’s subsidianes 20 25
Total audit fees 80 85
Non audit services
Tax services 27 50
Total 107 135

£40,000 of due diligence services fees (2010 £45 000) were paid to the Company’s auditors and are

included within acquisition costs

STAFF COSTS
Group Company
Year ended Year ended Year ended Year ended
31 March 31 March 31 March 31 March
201 2010 2011 2010
Number Number Number Number
Average number of persons
employed (inciuding directors)
Admunistration 121 74 8 9
Engineering 199 136 - -
320 210 8 9
£7000 £000 £°000 £°000
Staff costs during the period
Wages and salaries 10,044 5.658 697 916
Social security costs 1,122 627 90 123
Other pension costs 159 114 57 65
11,325 6,399 844 1,104
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6 STAFF COSTS (continued)
Dhrectors’ emoluments

An analysis of the directors’ emoluments and pension entitlements and their interests 1n the share capital of
the Company are contained 1n the Remuneration Report on pages 14 to 17

Highest paid director

The Companies Act 2006 requires certain disclosures about the remuneration of the highest paid director
taking into account emoluments, gains on exercise of share optiens and amounts recervable under long term
mcentive schemes On this basis, the highest paid director in the year was J Reynolds

7 COSTS ASSOCIATED WITH ACQUISITIONS

Year ended Year ended
31 March 31 Mareh
2011 2010
£°000 £7000

The costs of acquisitions reported n the mcome statement were as follows
Legal fees 142 -
Adwvisory fees 166 -
Due diligence fees 40 -
348 -

8 FINANCIAL INCOME
Year ended Year ended

31 March 31 March
2011 2010
£000 £°000
Interest on cash deposits 5 54
9 FINANCIAL EXPENSES
Year ended Year ended
31 March 31 March
2011 2010
£000 £000
Interest on bank overdrafts and loans 60 3
Interest on obligations under finance leases 11 -
71 3
10 TAX

Analysis of tax (charge)/credit in the year
Year ended Year ended
31 March 31 March
2011 2010
£000 £000

Current taxation

United Kingdom (charge)/credit (26) 50
(26) 50
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TAX (continued)

Factors affecting current tax charge in the period:

The Emergency Budget for 2010 introduced a reduction 1n the rate of corporation tax from 28 per cent to
27 per cent effective from 1 April 2011 This legislabon was substantively enacted on 21 July 2010 and
was expected to impact the company’s current tax charge from 1 April 2011

Subsequently, the Budget for 2011 has introduced a further reduction 1n the rate of corporation tax from
27 per cent to 26 per cent This legislation was substantively enacted on 29 March 2011 and will impact
the company’s current tax charge from | April 2011

Year ended Year ended
31 March 31 March
2011 2010
£000 £000
Loss on ordinary activities before tax (1,356) {(4.901)
Loss on ordinary activtties multiphed by the standard rate of
corporation tax of 28 per cent (380) (1,372)
Effects of
Share based payments charge not deductible 66 94
Expenses not deductible for tax purposes 71 296
Timing differences between capital allowances and depreciation (105) 4)
Short term timung differences (25) (38)
Losses carried forward 373 1,024
Adjustment n respect of prior period (26) 50
Current tax credit based on loss for the year (26) 50

Deferred tax

Deferred tax assets and habilities are measured at tax rates that are enacted or substantively enacted at the
balance sheet date Accordingly the reduction to 26 per cent has been taken nto account when measuring
the deferred tax assets and habilities at 31 March 201 [

Further changes to the rate are proposed to reduce the rate by one per cent per annum from 26 per cent to
23 per cent by 1 Aprnil 2014 However these changes were not substantively enacted at the balance sheet
date (nor have they yet been substantively enacted) and as such are not mcluded in the deferred tax figures
at 31 March 2011

Ne deferred tax asset 1s recognised n respect of losses brought forward at a tax written down value of
£3 Im (2010 £3 Im) The asset 1s not recogmsed as there 1s msufficient certainty that sufficient taxable

profits will anise within the next 12 months against which to utilise the losses

An asset would be recognised once it was reasonably certain that sufficient taxable profits would anse
within the group above the level of group rehef available 1n the year

There are no significant deferred tax assets or habilities relating to either capital allowances or short term
timing differences m eather the current year or prior period
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LOSS PER SHARE
The calculation of basic and diluted loss per share 1s based on the following data

2011 2010

£000 £000
Loss
Loss for the purposes of basic and diluted earnings per share (1,382) (4,851}
Number of shares
Weighted average number of shares for the purposes of
basic earnings per share 187,503,084 165,203 976
Potentially dilutive ordinary shares 2,750,000 -
Weighted average number of shares for the purposes of
diluted earnings per share 190,253,084 165,203,976
Loss per share
Basic loss per share {pence) (0 74) (294)
Diluted loss per share (pence) (0 74) (294)
ADJUSTED PROFIT/(LOSS) PER SHARE
Loss as above (£.382) (4.851)
Restructunng of activities 786 573
Amortisation of intangible assets 693 136
Increase 1n share based payment reserve 236 334
Closure costs of MSS Projects - 1,229
Impairment of goodwill - 1,060
Costs associated with acquisitions 348 -
Tax effect of items above at 28% (2010 28%) - -
Profit/(loss) for the purposes of adjusted basic and
diluted earmings per share 681 (1,579)
Adjusted basic profit/(loss) per share 036 (0 96)
Adjusted diluted profit/(loss) per share 036 (0 96)

Impact of change im accounting policy

Changes in the Group’s accounting policies dunng the year are described in detail in Note 2 To the extent
that those changes have had an impact on results reported for 2011 and 2010 they have had an impact on
the amounts reported for earnings per share

Impact on profit for the year Impact on basic Impact on diluted
from continuing operations earmngs per share earnings per share
2011 2010 2011 2010 2011 2010
£000 £°000 pence pence pence pence
Changes 1n accounting
policies relating to
IFRS 3 (Revised) —
Acqusition costs 348 - 019 - (0 18) -
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GOODWILL

Group Company

£2000 £°000

Cost
At 1 Aprnl 2009 37,212 24,148
Acquisition of businesses in the year 3,000 -
At 31 March 2010 40,212 24,148
Acquisition of businesses in the year 4,000 -
At 31 March 2011 44,212 24,148
Accumulated impairment losses
At 1 Apnl 2009 35,212 24,148
Impairment loss 1n the year 1,000 -
At 1 Apnl 2010 and at 31 March 2011 36,212 24,148
Carrying amount
At 31 March 2011 8,000 -
At 31 March 2010 4,000 -

Durning the previous year the Group impaired the carrying value of goodwill aunbutable to MSS Projects
Limuted by £1,000,000

Goodwill acquired 1n a business combination 1s allocated at acquisition to the cash generating units (CGUs)
that are expected to benefit from that business combination before recognition of impairment losses

The carrying amount of goodwill has been allocated as follows

2011 2010
£7000 £°000
MSS Interiors Limited 500 500
MSS Butlding Services Ltd 7,500 3,500
8,000 4,000

The Group tests goodwill annualty for impairment. or more frequently if there are indications that goodwill
might be impaired

The recoverable amounts of the CGUs are determined from the value in use calculations The key
assumptions for the value n use calculations are those regarding discount rates, growth rates and expected
changes to selling prices and direct costs during the period Management esttmates discount rates using pre-
tax rates that reflect current market assessments of the time value of money and risks specific to each CGU
The growth rates are based on industry forecasts Changes on selling prices and direct costs are based on
expectations of future changes in the market

The Group prepares twelve month cash flow forecasts which are approved by management and extrapolates
the forecast for a five year period The discount rates used for each CGU varies from 10 per cent to
20 per cent (2010 10 per cent to 25 per cent) and growth rates were n the range of 0 per cent to
20 per cent (2010 0 per cent to 20 per cent )

The Group has conducted a sensitivity analysis on the impairment test of each CGU’s carrying value and

determined that negative growth of around 5 per cent per annum would result in the carrying value of
goodwi1ll being reduced to 1ts recoverable amount
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Acqured
customer
relationships
£000
GROUP
Cost
At I Apnil 2009 1,363
Acquisition of businesses 2,301
At 31 March 2010 3,664
Acquisttion of businesses (see note 18) 2,580
Additions 93
At 31 March 2011 6,337
Amortisation
At 1 Apnl 2009 1.363
Charge for the period 136
At 31 March 2010 1,499
Charge for the year 693
At 31 March 2011 2,192
Carrving amount
At 31 March 2011 4,145
At 31 March 2010

2,165

The amortisation period for customer relationships acquired on acquisition 15 over their useful economic
lives, being between one to six years
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14 PLANT PROPERTY AND EQUIPMENT

Land and Office and IT Motor

Group Buildings Equipment Vehrcles Total

£000 £000 £000 £'000
Cost
At 1 Apnl 2009 61 420 87 568
Additions - 259 ] 270
Acquisition of subsidiary company 182 54 206 442
Re-allocated to assets held for sale (182) - - (182)
Disposals 4) (81) (82) (167)
At 31 March 2010 57 652 222 931
Additions - 457 - 457
Acquisition of subsidiary company 750 8 194 952
Disposals (807 - (1 (918)
At 31 March 2011 - 1,17 305 1,422
Depreciation
At | April 2009 61 373 50 484
Charge for the year 2 67 32 101
Re-allocated to assets held for sale @) - - 2)
Disposals 4) (78) (65) (147
At 31 March 2010 57 362 17 436
Charge for the year - 200 123 323
Disposals (57 - (84) (141)
At 31 March 2011 - 562 56 618
Net book value
At 31 March 2011 - 555 249 804
At 31 March 2010 - 290 205 495

The Directors review the estimated useful econenucs lives and residual values of plant, property and
equipment annually and when there are indications that the carrying value may not be recoverable

Hire purchase agreements
The following fixed assets were held under finance leases or similar hire purchase agreements

Year ended Year ended

31 March 31 March
201 2010
£2000 £000

Carryving value
Office equipment 59 -
Motor vehicles 35 90
94 90
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ASSETS HELD FOR SALE
The only class of asset held for sale was as follows

Year ended Year ended
31 March 31 March
2011 2010
£000 £2000
Group
Property - 180

The property, acquired as part of the acquisiion of the Status Building Services Group, was at the prior
year end being marketed for sale and was included in the balance sheet at the expected sale price less costs
to complete The property was sold on 20 September 2010

WORK IN PROGRESS

Year ended Year ended
31 March 31 March
2011 2010
£000 £000

Work 1n progress
Maintenance contracts 364 205
[nstallation projects 105 -
499 205

The Maintenance contract WIP of £394 000 s stated at cost and arises due to the normal delay between
performing work on site and the processing of the relevant paperwork prior to customer invoicing The WIP
arising on installations 15 the net figure, across all wnstallation contracts, of the costs incurred in advance of
billing (£357.000) and invoices raised i advance of incurning relevant costs (£252 000)

INVESTMENTS IN SUBSIDIARIES

Company £°000
At 1 Apnl 2009 17,714
Additions 497
Disposals (15.736)
At 1 April 2010 and at 31 March 2011 2,475
Impairment

At 1 Apnl 2009 14,699
Impairment charge 2000
Disposals (14,699)
At 1 April 2010 and at 31 March 2011 2.000
Net book value

At 1 Apnil 2010 and at 31 March 2011 475
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INVESTMENTS IN SUBSIDIARIES (continued)
Details of the principal subsidiary companies at 31 March 2011, all of which have been consolidated are

Country of Class and
registration/ percentage of  Nature of
Subsidiary undertakings incorporation shares held business

MSS Building Services Limited England and Wales ~ 95% ordmary Building services
MSS Health and Safety Limited*  England and Wales  95% ordinary Health and safety consultants
MSS Interiors Limited * England and Wales ~ 95% ordinary Interior fit out

* denotes indireet subsidiary owned 100 per cent by MSS Building Services Lirmited

The percentage of the 1ssued share capital held by the Group 1s equivalent to the percentage of voting
rights held

ACQUISITION OF SUBSIDIARIES

MSS Health and Safety Limited (previously Data Sound Limited)

On 15 April 2010, the Group acquired 100 per cent of the 1ssued share capital of MSS Health and Safety
Limiuted. gaining control for a cash consideration of £2,942 000 Thus transaction has been accounted for
by the purchase method of accounting The acquisition was made for the long term interests of the Group

Final Total
fair value Final
Book value adjustments fair value
£000 £000 £000
Net assets ucquired
Plant, property and equipment 80 (72) 3
Trade and other receivables 605 (73) 532
Cash and cash equivalents 60 - 60
Trade and other payables (329) (181) (510)
Deferred Income (403) (500) (903)
13 (826) (813)
Goodwill 2,500
Intangible assels 1,255
Gross consideration 2,942
Satisfied by
Cash 2,942

Directly attnibutable costs of £181.600 have been expensed to the Income statement

Net cash outflow arising on acquisition

Cash consideration 2,942
Less cash and cash equivalents acquired (60)
Net consideration 2,882

The goodwill arsing on the acquisition of MSS Health and Safety Limited 15 atiributable to the anticipated
profitability of the distribution of the Group’s services 1n the new markets and the anticipated future
operating synergies from the combination The 1ntangible asset represents acquired customer relationships
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ACQUISITION OF SUBSIDIARIES (continued)

MSS lealth and Safety Limited contributed £2,339,000 to revenue and a profit of £576,000 (before group
management charges) to loss before tax for the period between the date of acquisition and the balance sheet
date

If the acqmsition of MSS Health and Safety Limited had been completed on the first day of the financial
year, Group revenues and Group loss attributable to equity holders of the parent would have been the same
as those mcluded 1n the Group’s result

Environmental Control Services Limited

On 30 September 2010, the Group acquired 100 per cent of the 1ssued share capital of Environmental
Control Services Limited, gaiming control, for a net cash consideration of £3,413.000 This transaction has
been accounted for by the purchase method of accounting The acquisition was made for the long term
interests of the Group

Provisional Total
fair value provisional
Book value adjustments fair value
£7000 £000 £7000
Net assets acquuired
Plant, property and equipment 835 109 944
Trade and other receivables 2,163 (233) 1,930
Cash and cash equivalents 1,617 - 1,617
Trade and other payables (1.470) (466) {1,936)
3.145 (590) 2,555
Goodw:ll 1,560
Intangible assets 1,325
Gross consideration 5,380
Satisfied by
Cash 5,030
Deferred consideration 350

5,380
Directly attributable costs of £166,023 have been expensed to the Income statement

Net cash outflow arising on acquisition

Cash consideration 5.030
Less cash and cash equivalents acquired (1,617)

Net consideration 3413

The goodwill anising on the acquisition of Environmental Control Services Limited 1s attnibutable to the
anticipated profitability of the distribution of the Group’s services n the new markets and the anticipated
future operating synergies from the combination The intangible asset represents acquired customer
relationships

Environmental Control Services Limited contributed £4,297,000 to revenue and a profit of £465,000

(before Group management charges) to loss before tax for the penod between the date of acquisition and
the balance sheet date
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TRADE AND OTHER RECEIVABLES

Group Company

2011 2010 2011 2010

£000 £000 £7000 £°000

Amounts recervable for the sale of goods 5974 3,612 - -
Allowance for doubtful debts (336) (296) - -
5,638 3,316 - -

Amounts due from Group undertakings - - 13,249 8,591
Other debtors 158 113 30 6
Prepayments 798 454 30 15
Corporation tax - 2 - -
6,594 3,885 13,309 8,612

The average credit period taken on sale of goods 1s 55 days (2010 48 days) The provision for esimated
irrecoverable amounts from the sale of goods was £336,000 (2010 £296,000) In determining the
recoverability of trade receivables, the Group considers any change in the credit quality of the trade
receivable from the date credit was imitially granted up to the reporting date The Group has no sigmficant
concentration of credit nisk, with exposure spread over a large number of counterparties and customers
Accordingly, the Directors believe that there 1s no further credit nsk provision required 1n excess of the
allowance for doubtful receivables

The age of Minancial assets past due but not imparred s as follows

Group
2011 2010
£2000 £000
Trade Debtors — More than three months but not more than
twelve months overdue 195 -

Al financial assets past due but not impaired are between three and twelve months and have been settled
subsequent to the financial year ended 31 March 2011

Group
2011 2010
£000 £000
Movement in the allowance for doubtful debts
Balance at the beginning of the period 296 338
Acquired proviston 50 57
Amount (released)/provided for 1n perrod (2) 89
Amounts written off as uncollectable %) (188)
Balance at the peniod end 336 296

The Directors consider that the carrying value of trade and other receivables approximates to their fair
value The Group had £907.000 (2010 £484,000) of trade debtors that have exceeded their allowed credit
period but not been provided for, all of which was 0 — 90 days overdue

For the Company, the carrying value of amounts due from subsidiaries approximates to their fair values
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CASH AND CASH EQUIVALENTS

Group Company
201 2010 2011 2010
£000 £°000 £2000 £2000
Cash and cash equivalents 815 4,135 405 3,494

Credit risk

The Group’s principal financial assets are bank balances and cash, and trade receivables, which represent the
Group’s maxumum exposure to credit risk 11 relation to financial assets The credit nisk on hiquid funds 1s limited
because the counterparties are banks with high credit ratings assigned by international credit rating agencies

The Group’s credit nisk 1s primartly atuributable to its trade recetvables The amounts presented n the
balance sheet are net of allowances for doubtful receivables There are no other credit or impairment losses
for other classes of financial assets

BORROWINGS
Group Company
2011 2010 2011 2010
£000 £000 £000 £7000
CURRENT
Bank loans due for settlement
within one year 3,017 177 - -

The weighted average effective borrowing rate was 3 0 per cent (2010 3 0 per cent )

The borrowings relate to a facility secured against the Group trade debtors

CONVERTIBLE LOAN NOTES

Convertible Loan Notes were 1ssued on 31 March 2011 with a total nominal value of £500,000 The
Convertible Loan Notes are convertible by the Note holder into new Managed Support Services plc
ordinary shares at a conversion price of 5 pence per ordinary share The maximum number of new ordinary
shares to be 1ssued 1f all Loan Notes are converted 1s 10 million, equivalent to approximately 5 per cent of
the currently 1ssued outstanding ordinary share capital

If conversion does not take place before 31 January 2015, the Convertible Loan Notes will be redeemed at
par by the Company The notes yield 7 per cent per annum, paid semi annually n arrears

OBLIGATIONS UNDER FINANCE LEASES

Group

2011 2010

£2000 £7000
CURRENT
Iire purchase and finance leases 66 68
NON CURRENT
Hire purchase and finance leases 11 22
The maturity profile of the carrying amount of the
non current borrowings was as follows
Repayable
— between one and two years 66 68
— between two and five years 11 22

77 90
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Group
2011 2010
£7000 £°000
The mmmmum lease payments under finance leases fall due as follows
On demand or within one year 66 7
Later than one year but not more than five years 21 24
87 101
Future finance charges on finance leases (10 (an
Present value of finance lease payables 77 90

24

The weighted average effective borrowing rate was 6 per cent (2010 6 per cent )

All amounts are payable in Sterling The fair value of the Group’s lease obligations 1s approximately equal

to their carrymg amount

TRADE AND OTHER PAYABLES

Trade creditors

Amounts owed to group undertakings
Social security and other taxes
Deferred consideration

Other creditors

Deferred income

Convertible loan notes

Accruals

Spht as
Non current habilities
Current Lhiabilities

Croup Company
2011 2019 2011 2010
£000 £°000 £2000 £000
3,396 2,967 118 116
- - 275 -
653 215 - -
350 1,266 - 466
1,074 597 136 16
1,044 522 - -
500 - 500 -
1,124 1,280 95 305
8,141 6,847 1,124 903
500 - 500 -
7,641 6,847 624 903
8,141 6.847 1,124 903

Trade creditors and accruals principally comprise amounts outstanding for trade purchases and ongomg
costs The average credit period taken for trade purchases 15 58 days (2010 71 days)

The Dhirectors consider that the carrying amount of trade payables approximates to their fair value

Managed Support Serviges plc




Notes to the Financial Statements (continued)

31 March 2011

50

25

26

OPERATING LEASE COMMITMENTS

At the balance sheet date, the Group had outstanding commitments for future minimum lease payments
under non-cancellable operating leases, which fall due as follows

Group

Leases ending®

Within one year

Within two to five years
More than five years

Company
Leases ending*
Within one year
Withm two to five years
More than five years

PROVISIONS FOR LIABILITIES

Group

Balance at 1 Apnl 2009
Additional provision in the pened
Utilisation of provision

Release of provision

Balance at 31 March 2010
Utilisation of provision
Release of provision

Balance at 31 March 2011

Included m current habihities

Land and Plant and Land and Plant and
bwildings machmery buildings machinery
2011 2011 2010 2010
£°000 £000 £000 £°000
342 16 304 189

685 930 649 406

80 - 140 -

1,107 946 1,093 595
Land and Plant and Land and Plant and
buildings machmery buitdings machiery
2011 2011 2010 2010
£000 £°000 £000 £°000
235 - 304 -

595 - 649 -

80 - 140 -

910 - 1,093 -

Onerous Legal

leases costs Total

£°000 £°000 £000

551 221 772

75 - 75
(272) (159) (431)
(150) - (150)

204 62 266

(126) - (126)

a7 (57) (94)

41 5 46

46
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26  PROVISIONS FOR LIABILITIES (continued)

Onerous Legal
leases costs Total
£°000 £°000 £2000

Company
Balance at 1 April 2009 301 221 522
Additional provision in the period 75 - 75
Utilisation of provision (148) (159) (307)
Release of provision {150) - (150)
Balance at 31 March 2010 78 62 140
Uuhsation of provision (74) - (74)
Additional provision in the period - - -
Release of provision 4) (57) 61)
Balance at 31 March 2011 - 5 5
Included m current liabihities 5
The onerous lease provision relates to leases to which the Group 1s commutted but for which no future
benefit through usage 15 expected The provision 1s expected to be fully utihised over the next year
The legal costs provision relates to work commenced by the Groups legal advisors to start proceedings
against third parties in relation to the flotation of the Group 1in 2006

27  FINANCIAL INSTRUMENTS

The Directors’ maintatn detailed cash forecasts which are frequently revised to actuals to ensure that the

Group has sufficient resources to meet its requirements

Categories of financial instruments

Group Company
2011 2010 2011 2010
£2000 £000 £7000 £000

Carrying value of finaneaial assets,
Cash and cash equivalents 815 4,135 405 3,494
Trade receivables 5,638 3,316 - -
Other receivables 158 369 30 6
Due from subsidiaries - - 13,249 8,591
Loans and receivables at amortised
cost 6,611 7,820 13,684 12,091
Carrying value of financial habilities:
Obhgauons under finance leases {66} (68) - -
Trade payables (3,396) {2,967 (118) (116)
Other payables (8,053} (4,536) (1,011) (927)
Total other financial habihties at
amortised cost (11,515) (7,497) (1,129) (1,043)
Undiscounted contractual maturity
of other financial hahilities.
Amounts payable
On demand or within one year (11,004) (7,473) (629) (1 043)
In the second to fifth vears
mnclusive (511) (98} (500) -

{11,515) (7,497) (1.129) (1,043)
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FINANCIAL INSTRUMENTS (continued)

The capital structure of the group consists of debt, which mcludes the short term borrowings disclosed m
Note 21, cash and cash equivalents and equity attributable to equity holders of the parent, comprising tssued
capial reserves and retained earmngs The group 1s not subject to any externally imposed capital
requirements Given the nature of the short term borrowings, the group does not consider gearing
disclosures to be relevant

The Group has ne significant exposure to currency ot interest rates, therefore no sensitivity analysis
been calculated

In the opimion of the Directors’, the fair value of the financial assets and liabihties are equal to their
book values

SHARE CAPITAL

31 March 31 March
201t 2010
£'000 £000
Issued and fully paid
209,802,191 ordinary shares of 1p each (2010 165,203,976) 2,098 1,652

On 29 September 2010, 44,285,715 shares were placed at 7p per share, in additton a further 312,500 shares
were placed at 8p per share 1n relation to the acquisition of Environmental Control Services Limited

NON-CONTROLLING INTEREST IN SUBSIDIARY

£000
Balance at | Apnl 2010 25
Share of loss for the year (&)

Balance at 31 March 2011 20

The non-controlling interest relates to the 5 per cent shareholding in the ordinary share capital of MSS
Building Services Liniuted acquired by certam employees for cash as part of their incentive arrangements
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SHARE BASED PAYMENTS

The company operates a share option scheme and Long Term Incentive Plan (“LTIP"} that grants options
over its ordinary shares on a discretionary basis to its Directors and employees

Details of the movemenis in the penods to 31 March 2010 and 31 March 2011 in options, warrants and
LTIPs are set out below

1 Apnil 31 March  Exercise Exercise
2010 Granted Lapsed 2011 prices Pertod
Number Number Number Number pence
Share options and warrants
EMTI Scheme 3,505 262 - - 3,505,262 75100 2008-2018
Warrants 4994738 - - 4994 738 75-100 2008-2018
Former adwvisors options at lisung 650 600 - 650 000 -
EMI Scheme and
Warrant sub total 9,150,000 - 650,000 8.500.,000
LTIP Contingent Awards Vesting Exercise
Prices Period
LTIP Type 1 (vest 313 11) 3,500 000 - 750 000 2750,000 - 2012-20t6
LTIP Type 1 (vest at 25p) 3,500,000 2,000,000 750 000 4,750,000 25p  2009-2016
LTIP Type 1 (vest at 30p) 3,500,000 - 750,000 2,750,000 30p  2009-2016
LTIP Type IT (vest at 12p) 2,812 500 - - 2 812,500 12p  2009-2016
LTIP Type I1 (vest at 16p) 2,812 500 - - 2,812,500 16p 2009-2016
LTIP Type II (vest at 20p) 2,812 500 . - 2,812,500 20p  2009-2016
Total 28.087.500 2,000,000 2900000 27 187,500
1 Apnl 31 March  Exercise Exercise
2009 Granted Lapsed 2010 prices Pertod
Number Number Number Number pence
Share options and warrants
EMI Scheme 3 505,262 - - 3505262 75-100 2008-2018
Warrants 4994 738 - - 4,994,738 75-100 2008-2018
Former advisors options at histing 650 000 - - 650,000 750 Upto 2011
EMI Scheme and
Warrant sub total 8,150 000 - - 9150 000
LTIP Contingent Awards Vesting Exercise
Prices Period
LTIP Type 1 (vest 31 3 11) 3,500,000 - - 3 500,000 - 2012-2016
LTIP Type 1 (vest at 25p) 3,500.000 - - 3.500,000 25p  2009-2016
LTIP Type | (vest at 30p) 3 500 000 - 3 500,000 30p  2009-2016
LTIP Type II {vest at 12p) 2 812 500 - - 2812500 12p  2009-2016
LTIP Type 1T {vest at 16p) 2 812 500 - - 2 812,500 16p  2009-2016
LTIP Type II (vest at 20p) 2,812 500 - - 2 812,500 20p  2009-2016
Total 28,087 500 - - 28087500

Of the outstanding options at 31 March 2011, 2,750 000 were exercisable (2010 Nil)

Details of the LTIP awards are as follows

The maximum number of ordinary shares potentially available for all Group employees under Type 1 1s
10 5 muthon of which 3 5 million will be used to satisty the employment conditions Two further tranches

of 3 5 mullion shares will be available to meet entitlements in the event that the price hurdles of 25p and
30p are reached

Managed Support Services ple




Notes to the Financial Statements (continued) >4
31 March 2011

SHARE BASED PAYMENTS (continued)

As a result of the share placing 1in February 2009, 8,437,500 Type 1I conditional grants were automatically
generated under the rules of the LTIP, being an amount equivalent to 7 5 per cent of the newly 1ssued share
capital, subject always to a maximum of 25 milhon ordinary shares

Type Il awards are benchmarked against the relevant fundraising or share issue price The relevant
fundraising price at 28 February 2009 was 8p per share Accordingly, a maximum potential of 8,437,500
new Type 1l options were generated by the 1ssue of the new shares These options are not exercisable unless
the share price of the company trades at 50 per cent above the relevant fundraising share price for
10 business days If the price hurdle 1s achieved, one half of an individual’s Type [ award will vest

In the event that the new ordinary shares trade at a 100 per cent premum to the relevant fundraising price,
the remaining 50 per cent of the award will vest In circumstances where the ordinary shares trade for
10 days at 150 per cent above the relevant fundraising price the employee 15 deemed to be entitled to a
Premium element and the award 1s increased by 50 per cent

The LTIP 1s a seven year scheme No further awards will be made after 31 July 2015 and all opttons granted
thereunder are required to be exercised by 31 July 2016 Awards are adjusted 1n respect of changes in the
share capital of the company In the event of a change of control of the Company all awards vest
immediately 1n full

The EMI scheme options and Warrants outstanding at 31 March 2011 had a weighted average exercise price
of 13 ip (2010 13 tp) and a weighted average remaimng contractual hfe of 6 years (2010 7 years}

2,250,000 LTIP I options lapsed in the period due to the relevant employee leaving the Group 2,000,000
LTIP I options were 1ssued in the peniod to one of the vendors of the ECS business who remams an
employee of the Group and part of the senior management team These new options are only exercisable 1f
the share price of the Company exceeds 25 pence for 10 consecutive business days

The fair value of the options that were 1ssued 1n the period were reviewed using the Black-Scholes Option
Pricing Mode This review determined that the options 1ssued n the year had neghgible value and therefore
no expense has been recognised in relation to these options

The Company and the Group recognised an expense of £236,000 (2010 £334,000) related to equity settled
share-based payment transactions This expense in the period relates to options and LTIPs 1ssued in prior
perniods but for which the cost 1s amortised over the expected vesting period of three years
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SHARE OPTIONS AND OTHER LONG TERM INCENTIVE PLANS

Directors’ share options
Aggregate emoluments disclosed 1n Note 6 do not include any amounts for the value of options to acquire
ordinary shares in the Company granted to or held by the directors

Details of options for directors who served during the year are as follows:

Date from

1 April 31 March Exercise which Expiry
2010 2011 price exercisable date

Name of director Scheme Number Number Pence
S D Beart Warrants 4,000,000 4,000,000 75 2009 2016
S D Beart LTIP I 1,500,000 1,500,000 na 31311 2016
S D Beart LTIP 1 1,500,000 1,500,000 250 2009 2016
S D Beart LTIP 1 1,500,000 1,500,000 300 2009 2016
S D Beart LTIP I 1,237,500 1,237,500 120 2009 2016
S D Beart LTIP 1 1,237,500 1,237,500 16 0 2009 2016
S D Beart LTIP I 1,237,500 1,237,500 200 2009 2016
P L S Wilson Warrants 2.800.000 2,800,000 100 2009 2016
P L S Wilson LTIP I 1,250,000 1,250,000 n/a 31311 2016
P L S Wilson LTIP 1 1,250,000 1,250,000 250 2009 2016
P L S Wilson LTIP 1 1,250,000 1,250,000 300 2009 2016
P L S Wilson LTIP 11 956,250 956,250 120 2009 2016
P L S Wilson LTIP 11 956,250 956,250 160G 2009 2016
P L S Wilson LTIP H 956,250 956,250 200 2009 2016

21 631.250 21,631 250

There have been no vanations to the terms and conditsons or performance criteria for the LTIP schemes
during the financial year

PENSION SCHEMES

Defined contribution pension scheme
The Group operates a defined contnbution pension scheme The pension cost charge for the year represents
contributions payable by the Group to the scheme and amounted to £159,000 (2010 £114,000)

QOutstanding contnbutions at the end of the financial year were £mil (2010 £1,000)
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Year ended Year ended
31 March 31 March
2011 2010
£000 £'000
Purchase of businesses
Group
Deferred consideration (1,266) (234)
Net Cash paid for acquisitions (6,295} (4,216)
(7,561 (4450
Company
Deferred consideration paid (466) (234)
Investment in MSS Building Services Limited - (475)
(466) (709
RE ) NOTES TO THE CASH FLOW STATEMENT
Group Company
2011 2010 2011 2010
£ 000 £°000 £°000 £°000
Operating loss from continmng activities (1,290} (4,952) (2,164) (2,239)
Adjustments for
Depreciation of property plant and equipment 323 101 - -
Amortisation of intangible assets 693 136 - -
[mpairment of Goodwill 1,000 - -
[mpairment of investments - - - 2,000
Share based payments 236 334 236 334
Profit on disposal of investments - - - (1,463)
{Profit)/loss on disposal of property,
plant and equipment (15) 11 -
QOther non-cash items (64) - _
Operating cash flows before movement
in working capital (a1 (3,370) (1,928) (1.368)
Decrease/(increase) in work in progress (244) 267 - -
Decrease/(Increase)} in recevables (297) 1,908 (4,697) (7,352)
{Decrease)/increase 1n payables (1,433 (2,323) 187 (306)
Decrease in provisions (220) (506) (135) (382)
Cash utihised by operations 2,310 (4,024) (6,573) (9,408)
Income taxes (paid)/received (114) 116 - -
Interest paid (n (3) - -
Net cash flow from operating activities (2,496) (3,911) (6,573) (9,408)
Restructuring costs paid 1n period 786 2,137 - -
Net cash flow from operating activities
before payment of restructuring costs (1,710) (1,774) (6,573) (9.408)

Restructuring costs paid during the year compnsed closure costs £0 Im (2010 £1 4m) enerous lease
payments and lease setttements £0 1m (2010 £0 2m), redundancy costs £0 1m (2010 £0 2m), legal and
professional fees £ml (2010 £0 1m), and WIP write off /other £0 5m (2010 £0 2Zm)

Cash and cash equivalents (which are presented as a single class of asset on the face of the balance sheet)
comprise cash at bank and other short term, highly hquid investments with a matunty of three months or less
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RELATED PARTY TRANSACTIONS

The remuneration of the Directors, who are the key management personnel of the Group, 1s set out n the
Remuneration report on page 14 There have been no other material transactions with the Board

The Company funds the operating companies through equity mvestment and loans In addition, the
Company provides its subsicdiaries with the services of semior management, for which a recharge 15 made

to those subsidiary companies

The Company had the following transactions n the period with 1ts subsidiaries

2011 2010

£7000 £000

Sales to other group compames 700 -
Interest charged on funding loans 525 -
Dividends receivable - 312

The Company had the following balances outstanding at the period end with 1ts subsidianes

Amounts due from subsidianes 13,249 8,591
Amounts payable to subsidiaries 275 -

ULTIMATE CONTROLLING PARTY

As at year end Managed Support Services plc was the ultimate parent company of the Group and the
smallest and largest group for which consolidated financial statements are prepared
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Notice of Annual General Meeting ”

Notice 15 hereby given that the Annual General Meeting (the “AGM™) of Managed Support Services plc (the
“Company™) will be held at the offices of Osborne Clarke, One London Wall, London EC2Y 5EB on Thursday
4 August 2011 at 10 00 a m for the following purposes

Ordinary Business
To consider and, if thought fit, pass the following resolutions which will be proposed as ordinary resolutions

1 Report and accounts
To recerve the audited financial statements of the Company for the year ended 31 March 2011, together
with the directors’ report and the auditor’s report on those financial statements and the directors’ report

2 Re-election of Directors
21 To re-elect J Reynolds, who retires by rotation in accordance with the Company’s articles of associanon

22 To re-elect P L § Wilson, who retires by rotation in accordance with the Company’s articles
of association

3 Appowmntment of auditors
To re-appoint Deloitte LLP as auditors of the Company to hold office from the conclusion of this Annual
General Meeting untl the conclusion of the next Annual General Meeting

4 Auditors® remuneration
To authorise the directors to determine the remuneration of the auditors

Special Business
To consider and, if thought fit, pass the following resolutions of which resolution 5 will be proposed as an ordinary
resolution and resclutions 6 and 7 will be proposed as special resolutions

5 Directors’ authority to allot shares

That, in substitutton for any equivalent authorities and powers granted to the directors prior to the passing
of this resolution, the directors be and they are hereby generally and unconditionally authorised pursuant to
section 551, Companies Act 2006 (the *Act™) to exercise all powers of the Company to allot shares in the
Company, and grant rights to subscribe for or to convert any security into shares of the Company (such
shares, and nights to subscnibe for or to convert any security into shares of the Company being “relevant
securities”) up to an aggregate nominal amount of £700.000 representing approximately 33 per cent of the
nemunal value of the 1ssued ordinary share capital of the Company as shown 1n the audited accounts of the
Company for the year ended 31 March 2011 provided that, unless previously revoked, varied or extended,
this authority shall expire at the conclusion of the next Annuval General Meeting of the Company, except
that the Company may at any time before such expiry make an offer or agreement which would or might
require relevant securities to be allotted after such expiry and the directors may allot relevant securities in
pursuance of such an offer or agreement as (f this authonty had not expired

6. Directors’ power to 1ssue shares for cash
That the directors be and they are hereby empowered pursuant to section 570(1) of the Act to allot equity
securities (as defined in section 560(1) of the Act) of the Company wholly for cash pursuant to the authority
of the directors under section 551 of the Act conferred by resolution 5 above, andlor by way of a sale of
treasury shares for cash (by virtue of section 573 of the Act), in each case as if section 561(1) of the Act
did not apply to such allotment provided that

61 the power conferred by this reselution shall be hmited to
{a)  the allotment of equity securities and sale of treasury shares for cash in connection with an

offer of, or invitaton to apply for, equity securities
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(1 n favour of holders of ordinary shares in the capital of the Company in proportion as
nearly as practicable to their respective holdings of such shares, but subject to such
exclusions or other arrangements as the directors may deem necessary or expedient in
relation to fractional entitlements or legal or practical problems under the laws of, or
the requirements of any regulatory body or any stock exchange, and

(1)  to hoiders of any other equity securnties as required by the rights of those secunities or
as the directors otherwise consider necessary,

but subject to such exclusions or other arrangements as the directors may deem necessary or
expechent to deal with treasury shares, fractional entitlements or legal, regulatory or practical
problems ansing under the laws or requirements of any overseas territory or by virtue of
shares being represented by depository receipts or the requirements of any regulatory body or
stock exchange or any other matter whatsoever, and

{b) inthe case of the authority granted under resolution 5 and/or 1n the case of the sale of treasury
shares for cash, the allotment, otherwise than pursuant to sub-paragraph (a) above, of equity
securities or sale of treasury shares up to an aggregate nomunal value equal to £500,000
representing approximately 24 per cent of the nomunal value of the 1ssued ordinary share
capital of the Company as shown in the audited accounts of the Company for the year ended
31 March 2011, and

unless previously revoked, varied or extended, this power shall expire on the earlier of the date
falling 18 months afier the date of the passing of this resolution and the conclusion of the next
Annual General Meeting of the Company except that the Company may before the expiry of this
power make an offer or agreement which would or might require equity securities to be allotted (and
treasury shares to be sold) after such expiry and the directors may allot equity securnities (and sell
treasury shares) in pursuance of such an offer or agreement as 1f this power had not expired

Authority to purchase shares (market purchases)

That the Company be and 15 hereby unconditionally and generally authorised for the purposes of section
701 of the Act to make market purchases (within the meaning of section 693(4) of the Act) of its ordinary
shares of 1p each (“*Ordinary Shares™) provided that

71

72
73

74

the maximum number of Ordinary Shares authorised to be purchased 1s 20,000 000 representing
approximately 10 per cent of the Company’s 1ssued ordinary share capital as shown in the audited
accounts of the Company for the year ended 31 March 2011,

the mintmum price which may be paid for any such Ordinary Share 1s 1p,

the maximum price which may be paid for an Ordinary Share shall be an amount equal to
105 per cent of the average nnddle market quotations for an Ordinary Share as derived from the
London Stock Exchange Daily Official List for the 5 business days immediately preceding the day
on which the Ordinary Share s contracted 10 be purchased, and

this authonty shall, unless previously renewed, revoked or varied, expire on earlier of the date falling
18 months after the date of the passing of this resolution and the conclusion of the next Annual
General Meeting of the Company. but the Company may enter into 2 contract for the purchase of
Ordinary Shares before the expiry of this authority which would or might be completed (wholly or
partly) after 1ts expiry

Dated 6 July 2011

Registered Office
One Crown Square
Church Street East
Woking

Surrey

GuU21 6HIR

By order of the Board

P L S Wilson
Company Secretary
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Notes

1

Pursuant to regulation 41 of the Uncertificated Securities Regulations 2001 (as amended), only those members registered in the
register of members of the Company at 10 00 am on 2 August 2011 {or 1f the AGM 1s adjourned, two working days before the
time fixed for the adjourned AGM) shall be entitled to attend and vote at the AGM in respect of the number of shares registered
m therr name at that time  Any changes to the register of members after such tme shall be disregarded in determining the nghts
of any purson to attend or vote at the AGM

A member who 1s entitled to attend. speak and vote at the AGM may appoint a proxy to attend. speak and vote instead of hum
A member may appoint more than one proxy provided each proxy 1s appointed 1o exercise rights attached to different shares (so
a member must have more than one share to be able to appoint more than one proxy) A proxy nced not be a member of the
Company bui must attend the AGM 1n order to represent you A proxy musl vole in accordance with any instructions given by
the member by whom the proxy 1s appointed Appomnting a proxy wall not prevent a member from atending i person and voung
at the AGM (although voting in person at the AGM will terminate the proxy appomtment) A proxy form 1s enclesed The notes
to the proxy form include instrucuons on how to appoint the Chairman of the AGM or another person as a proxy You can enly
appoint a proxy usmng the procedures sct out 1n these Notes and wn the notes to the proxy form

To be vahd. a proxy form and the onginal or duly certified copy of the power of attorney or other authonty {1 any} under which
115 signed or authenuicated, should reach the Company s registrar Capita Registrars PXS, The Registry 34 Beckenham Road.
Beckenham, Kent, BR3 43R by no later than 48 hours before the time of the AGM

CREST members who wish to appoint a proxy or proxies through the CREST electronic proxy appointment service may do so
for the AGM and any adjournment thercof by using the procedures descnibed in the CREST Manual CREST personal members
or other CREST sponsored members and those CREST members who have appointed a voting service provider(s) should refer
to therr CREST sponsor or voting service provider(s), who will be able to take the appropnate action on their behalf

It order for a proxy appointment or instruction made by means of CREST to be valid, the appropriate CREST message (a
“CREST Proxy Instruction *) must be properly authenticated 1n accordance with Euroclear UK & Ireland Limited’s { ‘EUL )
specifications and must contain the information required for such instructions, as described in the CREST Manual The message
regardless of whether it relates to the appointmient of a proxy the revocation of a proxy appointment or to an amendment to the
mstruction given 1o a previously appomnted proxy must 1 order to be vahid be transmitted so as to be received by the 1ssuer’s
agent {ID RA 10) by the latest time(s) for receipt of proxy appeintments specified in this Nobtice For this purpose the time of
receipt will be taken to be the ime (as determined by the tunestamp apphied to the message by the CREST Applications Host)
from whach the 1ssuer’s agent 1s able to retrieve the message by enquury to CREST tn the manner prescribed by CREST The
Company may treat as invalid a CREST Proxy Instruction in the circumstances set out )n Regulation 35(5) of the Unceruficated
Securties Regulauons 2001 (as amended) CREST members and where applicable their CREST sponsors or voting service
providers should note that EUI does not make available special procedures in CREST for any particular messages Normal
system timings and limutations wall therefore apply in relation to the input of CREST Proxy instructions [t 1s therefore the
responsibility of the CREST member concerned to take (or 1f the CREST member 1s a CREST personal member or sponsored
member or has appownted a voung service provider(s), to procure that his or her CREST sponsor or votmng service provider(s)
take(s)) such action as shall be necessary to ensure that a message 15 transnuited by means of the CREST system by any
particular time In this connection CREST members and. where applicable their CREST sponsors or voung service providers
are referred. 1n particular 10 those sections of the CREST Manual concerming practical limitations of the CREST system
and umings

The notes to the proxy form include imstructions on how to appoint a proxy by using the CREST proxy appointmont service
You may not usc any electronic address provided cither in this Notice ot 1n any related documents (including the proxy form)
to communicate with the Company for any purposes other than those expressly stated

In the case of joint holders of shares the vote of the first named i the register of members who tenders a vole whether m
person or by proxy shall be accepted to the exclusion of the votes of other joint holders

A mamber that 15 a company or other orgamisation not having a physical presence cannot attend 1n person but can appoint
someone to represent it This ean be done in one of two ways cither by the appoiniment of a proxy (described in Notes 2 to 4
above) or of 4 corporate representative Members considering the appointment of a corporate representative should check their
own legal position the Company s articles of association and the relevant provision of the Companies Act 2006

Copies of the executive directors’ service contracts with the Company and any of its subsidiary undertakings and letters of
appointment of the non-executive direclors are available for inspection at the registered office of the Company during the usual
business hours on any weekday (Saturday, Sunday or public holidays excluded) from the date of this Notice until the conclusion
of the AGM and will also be available for inspection at the place of the AGM from 945 am on the day of the AGM unul
s conclusion
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Explanatory potes to certain business of the AGM
Revolution 5 Directors ' authorny to allot Jhares

Thus resolutton grants the directors authorin ta allot shares i the capial of the Company and other relevant securities up to
an aggregate nommnal value of £500,000, represenning approxunately 24 per cent of the nomnal value of the ssued ordimarn
share capital of the Company as at 30 June 201 1, being the latest practicable dute before publication of this notice The directors
do not have any present mtention of exercising this auwthority bur they consider 1t desirable that the spectfied amount of
authorised but unissued “hare capual 1s avaiable for 1ssue o that they can more readily take adhantage of possible
opportunities Unless revoked, varied or exrended this authority will expere at the coneluston of the next AGM of the Company

Resolutton 6 Directors’ power to 1ssae shares for cash

This resolution authorises the directors in certain circumstances o allor equuty securities Jor cash other than in accordance
with the statutory pre-empition rights (which require a company to offer all afloimenis for cash first 10 exvisting shareholders in
propot tion to their holdings) The relevant circumstances are etther where the allotment takes place 1n connecnion with a righes
ssue ar the allotment 1s linuted to a maximum nominal amount of £500,000, representing approvimately 24 per cent of the
nommnal value of the issued ordinary share capttal of the Company Unless revoled varied or extended this authorirv will
expire at the conclusion of the next AGM af the Company

Resolution 7 Authoruty to purchase sharey (market purchases)

This resoluiion authorises the board 1o mahe market purchases of up to approximately 1Q per cent of the Company s issued
ordinary shares Shares vo purchased may be cancelled or held as treasury shares

The directors inrend to exercise this right only when in hight of the market condiions prevailing ai the nme and taking mio
account all relevant faciors (for example ihe effect on carmngs per share), they believe thar such purchases are 1 the bes
mtercsts of the Company and shareholders generally The overall posinon of the Company will be taken mio account before
deciding upon this course of action The decision as to whether any such shares bought back will be cancelled or heid m
treasury will be made by the directors on the same basis at the time of the purchase
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