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ISS experiences continued
strong growth and margin improvement
INn the first half of 1999
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Basis for further growth established with successful DKK 2.8 billion equity
increase and acquisition of Abilis with expected 1999 turnover of DKK 5.6 billion

and 50,000 employees

< Organic growth advances to 8%

Turnover increase of 29% .

21 acquisitions announced in 1999 of
which 20 were in Europe

« Strategic move to 4th position in Spain by

e Operating profit jumps 40%

e Operating margin improves 0.4% to 5.0% .

= Earnings per share before goodwill

amortisation increase 34% .

e Group EVA® amounts to DKK 86 million

(DKK 88 million in first half of 1998) .

« Group equity strengthened by share issue

of 8 million B-shares .

two acquisitions

50% stake acquired in Israel’s largest
cleaning company

Increase in specialised services from 42%
to 49% of Group turnover

Encouraging operating performance in
most countries

Previously released expectations for
full-year 1999 performance reaffirmed

Turnover 1.1.-30.6.

Amounts in DKKbn Amounts in DKKm
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Operating profit *) 1.1.-30.6.

Turnover growth 1.1.-30.6. 1998-1999
Amounts in DKKm
29%
o - Total
24% growth
- Acquisi- - o
1500 tions, net

8%
Organic
growth

(3%)
"M Currency
 effect

97 98

*) Before other income and

expenses, net.
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Performance in the
first half of 1999
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The half-year financial statements are unaudited and have been prepared using the same accounting
principles as for the 1998 financial statements.

DKKm 1.1.-30.6. 1.1.-30.6. 1.1.-31.12.

1999 1998 1998
Turnover 8,035 6,232 13,801
Operating profit before other income and expenses 401 286 735
Ordinary profit before amortisation of goodwill 245 183 487
Cash flow from operations 226 221 695
Cash flow from acquisitions and divestments, net ® (345) (21) (1,818)
Investments in fixed assets 2 ¥ (12) (42) (264)
Sustainable cash flow V 68 108 440

30.6. 1999 30.6. 1998 31.12. 1998

Total assets 7,094 4,872 7,117
Goodwill 3,376 1,667 3,005
Interest bearing debt, net - 2,058 322 1,897
Total equity ¥ 1,621 1,422 1,454
Market capitalisation 2 11,320 11,228 12,437
Y See page 13 for definitions
of key figures
2 Exclusive of acquisitions Key figures
and divestments
® Compared with the interim Earnings per share before goodwill amortisation, DKK 8.23 6.15 16.37
financial statements Earnings per share (EPS), DKK 3.63 3.40 9.28
30.6. 1998 the number Sustainable cash flow per share (CEPS), DKK 2.28 3.62 14.78
of key figures have been Interest coverage 7.71 15.38 9.41
increased in order to Equity ratio, % 22.85 29.19 20.44
provide a better overview Debt to market capitalisation, % 18.18 2.87 15.25
of the Group’s financial EVA®, DKKm ¥ 86 88 227
performance.

aim2002 follow-up

Specialisation Workforce
80% - 80% e
- -
) - i -
General Cleaning - - Part-timers -
-
58%
49%
30% Specialised services 30% Full-timers
1996 1997 1998 1999 2000 2001 2002 1996 1997 1998 1999 2000 2001 2002
Goal Goal
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In the first half of 1999, the ISS Group continued
to show strong financial performance in line with
expectations. It also took a number of important
steps, which will have a significant and long-term
impact on the Group.

With an increase in turnover of 29% and a
jump of 40% in operating profit, the operating
margin improved satisfactorily by 0.4 percentage
point compared to the first half of 1998.

The Group has consistently pursued its strategic
aim of profitable growth through organic growth,
acquisitions and geographic expansion. Most sig-
nificantly, 1SS announced in May this year its
acquisition of Abilis, the second largest cleaning
company in Europe. This acquisition increases the
Group’s annualised turnover to above DKK 20 billion
and the number of employees to around 200,000.

The Group’s geographic reach was extended
through two acquisitions in Spain, which have
given ISS a strong market position in what is one
of Europe’s largest and most promising markets for
cleaning and related services. In August, 1SS
acquired 50% of Israel’s largest cleaning company.

Acquisition of Abilis

On 20 May 1999, ISS announced that an under-
standing had been reached with the Dutch group
Vedior NV regarding the acquisition of Abilis, the
second largest European provider of cleaning and
specialised services, with leading positions in
France, the Netherlands and Belgium.

The acquisition of Abilis is the largest transac-
tion ever undertaken by the ISS Group. When
fully integrated into the Group, Abilis is expected
to significantly enhance the Group’s ability to
generate and sustain competitive advantages and
to create value for the Group’s shareholders.
Following the acquisition, ISS holds strong market
positions in all of its main markets.

Abilis’s pro forma turnover in 1998 amounted
to DKK 5,225 million with the operating profit at
DKK 179 million. At the end of 1998, Abilis had
some 50,000 employees providing general cleaning
and specialised services, including food hygiene and
healthcare services. The purchase price for Abilis was
DKK 3.6 billion, excluding acquisition and integra-
tion costs. The transaction is expected to give rise to
a goodwill amount of approximately DKK 3.8 billion,
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which will be amortised over a period of 20 years.

The acquisition has given the Group’s opera-
tions in France, the Netherlands and Belgium a size
and market coverage that enables ISS to establish
independent, dedicated business units for its spe-
cialised services, in line with the strategy set out in
aim2002, ISS’s vision.

ISS is devoting considerable resources to
securing the swift and efficient integration of the
acquired companies, a process in which ISS has
substantial expertise gained from the Group’s
numerous acquisitions. The integration of Abilis is
expected to generate significant synergies.

Several senior managers of Abilis have already
assumed key management positions within the 1SS
organisation. Coen van der Bijl, managing director
of Abilis, has been appointed Deputy Chief
Operating Officer of ISS, Peter Oostenenk, CFO of
Abilis, has been appointed Deputy Chief Financial
Officer of ISS. The country managers of Abilis in
France, the Netherlands and Belgium have been
appointed country managers of the combined
businesses in the respective countries.

Share issue

As part of the financing of the Abilis acquisition,
ISS successfully launched an equity issue in June
1999 involving the sale of 8 million new B-shares
at a market price of DKK 350 per share, which was
completed in July 1999, generating gross proceeds
of DKK 2.8 billion. The issue met significant interest
from private and institutional investors primarily in
Denmark and the UK. Demand for the shares
amounted to more than twice the number of
shares offered and the average allocation of shares
was therefore scaled down accordingly.

As per 30 June the ISS shareholder base was
distributed as follows: 42% in Denmark, 27% in
the UK, 9% in the rest of Europe, 20% in the US
and Canada and 2% in Asia.

Review of accounts
Turnover for the first half of 1999 moved ahead
strongly to DKK 8,035 million, an increase of 29%,

of which 8% was organic, 24% due to acquisi-
tions and -3% due to currency fluctuations. It is
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encouraging that the first half of 1999 demonstra-
ted ISS’s ability to combine intensive acquisition
activity with strong organic growth in sales.

Operating profit developed very positively, with a
40% increase to DKK 401 million. The Operating

margin increased by 0.4 pct. point to 5.0% in the
first half of 1999.

Financing costs increased to DKK 52 million from
DKK 19 million in the first half of 1998 as invest-
ments in companies significantly exceed the Group’s
free cash flow, thereby increasing the Group’s debt
and financing costs.

Ordinary profit before tax and goodwill amortisa-
tion increased satisfactorily to DKK 347 million in
the first half of 1999 from DKK 269 million in the
same period of 1998, an increase of 29%.

Tax on ordinary profit before goodwill amortisa-
tion increased by DKK 16 million to DKK 102
million. In percentage terms, the tax amounted to
29% of ordinary profit before goodwill amortisation,
against 32% for the first half of 1998 and 29% for
the full year 1998.

Ordinary profit before amortisation of goodwill
reached DKK 245 million, an increase of DKK 62
million or 34% compared to the first half of 1998.

Amortisation of goodwill, net of tax, increased to
DKK 131 million from DKK 76 million in the same
period of 1998. The increase was attributable to the
acquisitions made in 1998 and 1999. For acquisi-
tions made during the first half of 1999, the full
effect on goodwill amortisation is not yet reflected
in the accounts.

Net ordinary profit increased by 7% to DKK 108
million. The modest rise was due to the increase in
goodwill amortisation. As the extraordinary items
and discontinued business generated an income of
DKK 8 million, the net profit thus amounted to
DKK 116 million, marginally up from last year’s
net profit of DKK 115 million.

Cash flow from operations increased by DKK 5
million to DKK 226 million. Excluding payments
relating to extraordinary items and other income/

expenses, operating cash flow increased by 12%.
The operating cash flow was negatively impacted
by an increase in working capital resulting from
an increase in average debtor days to 35 days at 30
June 1999, an increase of three days compared to
year-end 1998.

As part of the Group’s strategy of acquisition-
driven growth and shareholder value creation, ISS
adopted in 1998 a policy of reducing the amount
of capital tied up in fixed assets. The result of the
policy was already visible in the first half of 1998,
when the sale of buildings and cars reduced the
Group’s net investments in fixed assets to DKK 42
million. In the first half of 1999, ISS succeeded in
decreasing net investments in fixed assets even
further to DKK 12 million.

Sustainable cash flow, defined as cash flow from
operations, less depreciation, amounted to DKK 68
million against DKK 108 million in the first half of
1998. This reflected the above-mentioned increase
in working capital combined with an increase in
depreciation from DKK 113 million to DKK 158
million.

Total assets as per 30 June 1999 amounted to DKK
7,094 million compared to DKK 7,117 million as
per year-end 1998. Goodwill amounted to DKK
3,376 million, an increase of DKK 371 million due
to new acquisitions.

Shareholders’ equity, as of 30 June 1999, amount-
ed to DKK 1,586 million, an increase of DKK 169
million compared to year-end 1998. In addition to
the net profit of DKK 116 million, the equity was
positively affected by foreign exchange adjust-
ments of DKK 53 million.

Net debt, defined as interest bearing short and
long term debt, less liquid funds, increased by
DKK 161 million to DKK 2,058 million. The increase
was due to a decrease of DKK 654 million in liquid
funds and a decrease of DKK 493 million in the
interest bearing debt.

Economic Value Added (EVA®), a measure of oper-
ating profit less a charge for the capital invested, was
used for the first time in 1998. In the first half of
1999, ISS produced an EVA® of DKK 86 million, which
is broadly unchanged from the first half of 1998.
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Acquisitions in 1998 and 1999 caused an increase
of approximately 80% in the capital invested and
the capital charge. The EVA® performance shows
that the Group has succeeded in generating a
return on the substantial amount of new capital
invested, which matches the Group’s cost of capi-
tal, even before realising the full amount of syner-
gies from the acquisitions.

Earnings per share before amortisation of good-
will, which ISS considers to be a key measure of the
Group’s financial performance, increased by 34%
to DKK 8.23 per share, while EPS after goodwill
amortisation increased by 7% to DKK 3.63 per
share.

Impact of Abilis acquisition and share issue

As the acquisition of Abilis and the share issue
were completed after 30 June 1999, neither event is
reflected in the accounts for the first half of 1999.

On a pro forma basis, completion of the acqui-
sition of Abilis and the share issue on June 30
would have increased the Group’s net debt from
DKK 2.1 billion to approximately DKK 3.2 billion,
while shareholders’ equity would have increased
to approximately DKK 4.3 billion and total assets
to approximately DKK 12 billion.

aim2002 follow-up

The strategic vision, aim2002, continued to drive
ISS towards specialised services and full-time
employees. The goals and means set out in
aim2002 have played a key role both in relation to
acquisitions and as part of daily management
locally and at Group level. The ratio of full-time
employees increased from 55% at year-end 1998 to
58% on 30 June 1999, while the share of total
turnover derived from specialised services
increased to 49% from 42% at year-end 1998.

Acquisitions

During the first six months of 1999, 1SS completed

16 acquisitions of companies located in Norway,
Denmark, the United Kingdom, Finland, Spain,
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Sweden, Belgium, Italy and Greenland. In total,
the acquired companies had an annualised turnover
of DKK 650 million and approximately 4,800
employees. The companies have been acquired at
a Price/EBITA multiple of 6.6, which means that
the aggregated price is equal to 6.6 times profit
before interest, tax and goodwill amortisation.

Since 30 June 1999, ISS has completed the
acquisitions of BioTec AG, Switzerland, Grupo
NECA of Spain, Antac SARL, France and Abilis.

On August 16 1999, ISS announced the Group's
entry into the Israeli service market through the
acquisition of 50% of Ashmoret (1968) Ltd, the
largest cleaning company in Israel, with a 1998
turnover of DKK 247 million and 3,800 employees.

On page 14 of this report is a list of all acquisi-
tions announced in 1999 up to 16 August.

Group reorganisation and branding

As announced in the annual report for 1998, 1SS
has initiated a reorganisation of the Group’s struc-
ture, which includes the closure of divisional
offices and the establishment of new corporate
functions in the fields of Business Development,
Human Resources, IT, Procurement and Private
Finance Projects. When fully operating, the new
functions are expected to increase the Group’s abil-
ity to compete effectively, to generate profitable
organic growth, and effectively manage the Group’s
expansion. By the end of July 1999, all divisional
offices were closed and the new corporate func-
tions established.

The Group project to develop a new brand
architecture for ISS completed its research phase
during the first half of this year and reported back
to Group Management. The initial phase included
an extensive series of interviews with senior man-
agers and key customers across the Group. Work
on the project will continue throughout 1999.

Review of operations

Overall, the Group’s operating companies per-
formed positively during the first half, in line with
management expectations.

In the UK & Ireland, ISS maintained the very
strong growth, which has characterised its perfor-

Financial Report for the period 1.1.1999 - 30.6.1999
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Equity and
Definitions of

key figures

Amounts in DKKm

30.6. 30.6. 31.12.
Equity 1999 1998 1998
Equity at 1 January 1,417 1,294 1,294
Net profit 116 115 210
Exchange rate adjustments 53 (8) 87)

1,586 1,401 1,417
Minority interests in subsidiaries’ equity 35 21 37
Total equity 1,621 1,422 1,454

Definition of key figures

Sustainable cash flow

Interest bearing debt, net

Earnings per share (EPS), DKK

Earnings per share
before goodwill amortisation, DKK

Sustainable cash flow per share (CEPS), DKK

Equity ratio, %

Interest coverage

Debt to market capitalisation, %

Cash flow from operations — depreciation

Long-term debt + Current portion of long-term debt
+ Short-term bank loans and other debt — Liquid funds

Net ordinary profit

Average number of shares

Ordinary profit before amortisation of goodwill

Average number of shares

Sustainable cash flow

Average number of shares

Total equity x 100

Total assets

Operating profit before other income and expenses

Interest payable, net

Interest bearing debt, net x 100

Market capitalisation
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The definitions of certain
key figures deviate from
the definitions set out by
The Danish Association
of Financial Analysts, as
the definitions used are
considered to be more
appropriate for the ISS
business.

Y Effective from 31 December
1998, Group equity is stated
including minorities’ interest.
Comparative figures are
restated accordingly.
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Acquisitions

In the period 1 January — 30 June 1999, ISS has completed the following acquisitions:

Company Service area Country Acquisition Percentage Annual turnover Number of
month interest (DKKm) employees
Vaktmester Kompagniet AS Property service Norway January 100% 117 200
Ridgeway Cleaning
Services Ltd. General cleaning UK January 100% 26 300
Alfa Service Senter AS General cleaning Norway February 100% 8 58
Haytrykksvakta AS Industrial service Norway February 100% 5 6
Tallberg’s Property Service AS
(activities) Property service Finland March 100% 10 50
Garavaglia Wash Srl General cleaning Italy March 100% 32 225
Albertslund
Kloakservice ApS Industrial service Denmark April 100% 67 60
Ergio Group Food hygiene Spain April 100% 118 1,300
Swirl Holdings Ltd. Transport UK April 100% 129 2,100
Svalbard Rengjgringsbyra General cleaning Norway April 100% 2 9
Géavle Sanering AB Industrial service Sweden May 100% 39 57
DATEA (activities) Property service Denmark May 100% 25 60
Cleaning
Partnerssystem N.V. General cleaning Belgium May 100% 46 300
Arctic Catering ApS (activities) Catering Greenland May 100% 10 32
@koDan ApS Landscaping Denmark May 50% 6 15
Ateriaali OY Care Finland May 55.3% 10 28
Total 650 4,800
Announced acquisitions to be completed after 1 July 1999:
Company Service area Country Acquisition Percentage Annual turnover Number of
month interest (DKKm) employees
Abilis All ISS’s main Benelux, France,
service areas Spain July 100% 5,225 50,000
BioTec AG Removal of graffiti Switzerland July 100% 2 4
Grupo NECA S.A. General cleaning Spain July 100% 250 2,800
Antac SARL Industrial service France August 100% 13 26
Ashmoret (1968) Ltd. General Cleaning Israel August 50% 1242 3,800
Total 5,614 56,630
Grand total 6,264 61,430

 Approximate figures based on the information at the time of the acquisitions.

 The stated turnover represents ISS's pro rata share of the annual turnover.
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