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Key figures and financial ratios "

Q2 Q2 H1 H1 Year

Amounts in DKKm (unless otherwise stated) 2004 2003 2004 2003 2003
Key figures
Turnover 9,743 9,013 18,987 17,930 36,165
Operating profit 2 592 542 1,004 948 2,032
Financial income and expenses, net (87) (71) (151) (143) (265)
Ordinary profit before

other financial income and goodwill amortisation 3 358 298 596 525 1,146
Ordinary profit before goodwill amortisation 358 326 596 553 1,179
Net profit before other financial income ¥ 47 75 55 89 253
Net profit 47 103 55 117 286
Cash flow from operating activities 158 279 181 406 2,345
Free cash flow (33) 167 (113) 184 1,942
Total assets 24,861 23,353 24,861 23,353 23,385
Goodwill 13,015 12,371 13,015 12,371 12,465
Interest-bearing debt, net 6,250 5,747 6,250 5,747 4,784
Total equity 7,485 7,485 7,485 7,485 7,633
Share information
Number of shares at end of period, thousands 44,310 44,310 44,310 44,310 44,310
Average number of shares, thousands 44,059 43,900 44,107 43,836 43,995
Share price at end of period, DKK 302 231 302 231 291
Market capitalisation at end of period, DKKm 13,382 10,236 13,382 10,236 12,894
Enterprise value, end of period, DKKm 19,632 15,983 19,632 15,983 17,678
Financial ratios
Operating margin, % 6.1 6.0 5.3 5.3 5.6
Interest coverage ¥ 8.5 9.7 8.6 8.6 9.9
EPS before goodwill amortisation, DKK ¥ 8.1 7.4 13.5 12.6 26.8
Free cash flow per share, DKK (0.8) 3.8 (2.6) 4.2 441
Equity ratio, % 30.1 32.0 30.1 32.0 32.6
Debt to book equity ratio, % 83.5 76.8 83.5 76.8 62.7
Debt to total enterprise value ratio, % 31.8 36.0 31.8 36.0 271

" The financial statements for the second quarter and the six months to 30 June have been prepared in accordance with the same
accounting policies as were applied in the Annual Report 2003. For definitions of key figures and financial ratios, please see the
Annual Report 2003.

Before other income and expenses, net.

N

&«

In H1 2003, Other financial income of DKK 28 million was related to interest compensation received in connection with

a reopening of prior years' tax assesments. For the full year 2003 the equivalent amount was DKK 33 million.

Operating profit before other income and expenses plus Depreciation and amortisation (EBITDA) divided by Net financial
expenses.

4

About ISS:
— ISS is a facility services company providing integrated services based on four core offerings: Cleaning-,
Catering-, Office Support- and Property Services
— ISS employs more than 270,000 people in Europe, Asia, Australia and South America
— ISSis listed on the Copenhagen Stock Exchange

Further information:
—  Website: www.issworld.com
—  Bloomberg: ISS DC
—  Reuters: ISS.CO
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The financial objectives for ISS in 2004 are to
maintain an operating margin close to the 2003
level, maintain a solid cash conversion and
accelerate organic growth. Strategically, the
objective is to advance and develop the facility
services offering.

Turnover for the first six months of 2004 was
DKK 18,987 million, representing 6% growth
compared to last year. Net growth from
acquisitions was 6%, currency adjustments
were (1)%. Organic growth for the first six
months was positive at 0.5%, compared to
(1)% in the same period last year. Quarter-on-
quarter the Group saw an increase in the
contract portfolio, resulting in an improvement
in organic growth from 0% in Q1 2004 to 1% in
Q2 2004.

The Q2 2004 operating profit was DKK 592
million, up 9% relative to Q2 2003. The
operating margin for the first six months was
5.3%, unchanged compared to 2003.

In the first six months of 2004, cash inflow from
operating activities was DKK 181 million —
lower than last year’s figure of DKK 406 million,
as expected. The free cash flow was DKK
(113) million against DKK 184 million in H1
2003.

STRATEGIC PROGRESS

The concept of Integrated Facility Services,
where implemented, has demonstrated its
benefits, as both the customers and ISS are
achieving synergies on the basis of an
integrated service delivery. The Group is
experiencing an increase in demand, and is
therefore enhancing its ability to deliver
integrated services by expanding the service
offerings per country in line with the
create2005 strategy and aligning the
organisation to accommodate a customer
focused integrated service delivery.

The 1SS Washroom concept was developed
and launched in 2003 in selected pilot
countries. The concept has proven to be a
sound business concept with a logic fit to the
core business of facility services. Since the
beginning of 2004, the concept has been rolled
out in Belgium, Hong Kong, Indonesia,
Singapore, Spain and Thailand and has now
been implemented in 10 countries.

In Q2 the Group established a presence in
Chile via the acquisition of Serviman S.A. &
Seasur Ltda., adding an approximate annual
turnover of DKK 31 milion and 1,372
employees. The acquisition reflects the Group’s
ambition of expanding the geographical
presence to new markets that represent future
growth opportunities.

The ISS acquisition strategy is unchanged. The
Group focuses on bolt-on acquisitions in order
to strengthen its competencies, enhance its
service offering or establish critical mass. The
acquisition activity in 2004 has been in line with
the strategy, i.e. bolt-on acquisitions, meeting
the above-mentioned purposes. The Group
announced at the outset of 2004 its objective of
stepping up the acquisition speed. From 1
January to 25 August 2004, a total of 66 bolt-on
acquisitions contributed annual turnover of
approximately DKK 5.0 billion. Comparable
figures for 2003 were 26 acquisitions
contributing approximately DKK 0.9 billion in
annual turnover.

During the first half of 2004, ISS announced
two acquisitions in separate announcements to
the Copenhagen Stock Exchange (included in
the above mentioned 66 acquisitions). In June,
ISS announced the acquisition of Grupo Unica,
which makes ISS a nationwide provider of
facility services in Spain. In Finland, the Group
was strengthened through the acquisition of
Engel, a leading facility services provider. An
updated list of the acquisition activity is
available at the Group’s website:
www.issworld.com.

OPERATIONAL CHALLENGES

In the Annual Report 2003, five business areas
were pointed out as operational challenges.
These business areas remain on the list of
challenges. In Denmark, the work of the new
management team is progressing according to
plan. The German country management has
been replaced and manned up with
experienced ISS resources. Performance-
enhancing initiatives are targeting business
issues. However, business conditions remain
difficult. ISS Switzerland is progressing
according to plan in addressing the business
issues related to landscaping by strengthening
operational and financial management. For the
Norwegian activities of ISS Damage Control,
the restructuring is based on operational
downsizing and the acquisition and integration
of Anticimex Building Environment. ISS Health
Care is in the process of downsizing the
organisation to match current market demand.

FINANCIAL REVIEW

Turnover in Q2 was DKK 9,743 million, an
increase of 8% compared to the same period in
2003. Organic growth for Q2 was 1%
representing a two percentage point increase
compared to Q2 2003. Net acquisitions were
7%. Impact from currency adjustments was
insignificant in Q2. The six-month turnover was
DKK 18,987 million, an increase of 6%
compared to the same period of 2003. Organic
growth was 0.5%, up from (1)% for the same
period last year. Net acquisitions contributed
6%. Currency adjustments had a negative
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effect of 1%, in particular due to the
depreciation of the Norwegian krone, the Swiss
franc and Asian currencies linked to the US
dollar.

Operating profit before other income and
expenses was DKK 592 million in Q2. This
was equivalent to an operating margin of 6.1%,
compared to 6.0% for the same period of last
year. The six-month operating profit before
other income and expenses was DKK 1,004
million, up by 6%. The operating margin was
5.3% - unchanged compared to H1 2003.

Other income and expenses, net were DKK
(6) million in Q2 and DKK (17) million in the first
six months of 2004, as illustrated in the box
below. As foreseen in the Q1 Interim report an
expense related to structural changes
(redundancy payments) of DKK 5 million was
incurred in Q2. First-half expenses amounted
to DKK 15 million.

Other income and expenses

H1 2004

DKKm

Disposal of property, net 5
Structural changes (15)
Divested activities, net 4)
Other, net 3)
Other income and expenses (17)

Income from associates of DKK 14 million in
H1 2004 primarily related to the Group’s share
of the results in CarePartner AB. In connection
with the sale and closure of the majority of the
Group’s airside aviation business in 2002, 1SS
retained a 49% stake in UK-based Fernley
Airport Services Ltd. To reflect ISS’ intention to
exit this non-core business in the UK, ISS
granted in June 2004 the owner of 51% of the
shares an option to acquire ISS’ 49% stake in
Fernley. At the same time, ISS received an
option to sell its 49% stake in Fernley. The
options may be exercised in December 2004 or
December 2005 and will expire in January
2006. It is somewhat uncertain whether the
options will be exercised and the potential
divestment has therefore not been recorded in
the H1 2004 report. However, to reflect the
option granted, goodwill amortisation related to
Fernley Airport Services Ltd. has been
accelerated to the effect that goodwill of DKK
14 million as at 30 June 2004 will be fully
amortised at the first-coming exercise date.

Net financial expenses increased from DKK
71 million in Q2 2003 to DKK 87 million in Q2
2004, including one-off financial expenses of
DKK 13 million, primarily due to interest
incurred as the result of a tax audit. The impact
of a higher net debt was to some extent offset

by the combination of the effects of lower
interest rate levels and the debt refinanced via
the bond issue in the autumn of 2003. Net
financial expenses in the first six months of
2004 amounted to DKK 151 million, an
increase of DKK 8 million over the same period
of 2003.

Tax on ordinary profit before goodwill
amortisation was DKK 154 million in Q2 and
DKK 254 million in the first six months. The six-
month effective tax rate of approximately 30%
was impacted by a reversal of a tax provision.
The underlying tax rate is still expected to be
32% going forward.

Ordinary profit before goodwill amortisation
increased by 10% to DKK 358 million in Q2. In
the first six months of 2004, ordinary profit
before goodwill amortisation increased by 8%
to DKK 596 million. Excluding other financial
income of DKK 28 million in H1 2003 related to
the reopening of prior year tax assessments,
ordinary profit before goodwill amortisation
increased 14% in the first half of 2004.

Goodwill amortisation amounted to DKK 309
million in Q2 and DKK 539 million in the first
half-year compared to DKK 224 million and
DKK 441 million for the corresponding periods
of last year. Goodwill amortisation in Q2 was
impacted by an impairment loss of DKK 50
million on goodwill in Facility Services Germany
and a write-down of DKK 13 million in
connection with a divestment in Damage
Control, Denmark.

Net profit in Q2 was DKK 47 million compared
to DKK 103 million for the same period of 2003.
The six-month net profit was DKK 55 million
compared to DKK 117 million in 2003.
Earnings per share (before goodwill
amortisation) increased to DKK 8.1 in Q2, up
9% from the same period of 2003. In the first
six months, earnings per share (before goodwiill
amortisation) increased 7% to DKK 13.5.
Excluding other financial income in H1 2003,
the increase was 13%.

In the first six months, the cash flow from
operating activities was DKK 181 million. The
free cash flow amounted to DKK (113) million
as against DKK 184 million for the same period
of 2003. The Q2 free cash flow was DKK (33)
million. As expected, the figures for 2004 were
lower than in 2003 that saw a cash conversion
of 150% for the full year. Investments in
intangible and tangible assets, net
(excluding goodwill) were impacted by
investments related to the start-up of new
contracts in France. Relative to turnover,
investments in tangible and intangible assets
amounted to 2.0% in Q2 and 1.5% in the first
half-year. Depreciation amounted to 1.5% of
turnover both in Q2 and in the first six months
of 2004.
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Total assets amounted to DKK 24,861 million
as at 30 June 2004 compared to DKK 24,307
million as at 31 March 2004. The acquisitions
of Grupo Unica and Engel were not
consolidated in the balance sheet at 30 June
2004.

Goodwill increased by DKK 135 million during
the second quarter due to acquisitions to stand
at DKK 13,015 million at 30 June 2004.

ISS tests goodwill impairment based on
estimates for future performance discounted
with a cost of capital based on the Capital
Asset Pricing Model. ISS uses an equity risk
premium of 3% for these impairment tests.

Using this cost of capital; the German
management’s performance estimates; and a
terminal growth rate of 2.75%, the impairment
test did not result in goodwill impairment in
Germany. As uncertainties in Germany remain
ISS decided to add a specific risk premium of 1
percentage point to the equity risk premium for
Germany. This resulted in an impairment loss
of DKK 50 million which has been recognised
as at 30 June 2004. For the rest of 2004 1SS
intends to amortise remaining goodwill in
Facility Services Germany using a 36-month
horizon. Accordingly, at the end of 2004 the
value of the goodwill is expected to be
approximately DKK 644 million.

Shareholders’ equity amounted to DKK 7,485
million as at 30 June 2004. The equity ratio
was 30.1%. Currency adjustments relating to
investments in foreign subsidiaries, net of
hedges, increased equity by DKK 4 million as
at 30 June 2004. In Q2 2004, the holding of
own shares increased by 95,000 shares in
order to hedge granted stock options in
accordance with Group policy. The purchase of
own shares reduced equity by DKK 30 million.
Retained earnings included a dividend payment
of DKK 177 million in respect of the 2003
financial year.

)

Provisions decreased by DKK 43 million to
DKK 1,058 million. This was primarily due to a
transfer from deferred tax to tax payable under
other current liabilities following a tax audit.

Net interest-bearing debt was DKK 6,250
million against DKK 5,668 million at 31 March
2004.

REVIEW OF OPERATIONS

Turnover increased 6% in Facility Services
from DKK 16,352 million to DKK 17,386 million.
Acquisitions were the primary source of growth,
contributing 7% net growth. Organic growth
was 0.5%. Currency fluctuations accounted for
(1)%. Growth was largely evenly split between
the two main regions, Northern Europe and
Continental Europe. The operating margin was
5.8%, which was unchanged from the first six
months of 2003.

Turnover in Damage Control was DKK 839
million in the first six months of 2004, 3% lower
than in H1 2003. The lower turnover was
attributable to unusually low activity, especially
in the Nordic countries. In addition, divestment
of industrial services activities in Norway and
divestment of non-core activities in Denmark
had an adverse impact. The negative effect
was to some extent offset by the acquisition of
Anticimex Building Environment in Q1. The
margin improved from 2.0% to 3.3%.

The first six months of 2004 saw a 7% increase
in Food Hygiene turnover from DKK 426
million in 2003 to DKK 456 million. The
operating margin decreased 0.3 percentage
point to 6.1%. The decrease was attributable to
start-up costs and non-recurring expenses in
Q1. The Q2 operating margin was 0.4
percentage point up compared to Q2 2003.

Health Care saw an increased level of activity
relative to H1 2003, with turnover rising from
DKK 278 million to DKK 306 million. The 10%
increase was primarily due to the effect of

Operating results by business area 1
Turnover Operating profit ? Operating margin
DKKm DKKm
H1 2004 H1 2003 Change H12004 H12003 Change H12004  H12003

Facility Services 17,386 16,352 6 % 1,007 954 6 % 5.8 % 5.8 %
Damage Control 839 867 3)% 27 17 59 % 3.3% 2.0%
Food Hygiene 456 426 7 % 28 27 4% 6.1 % 6.4 %
Health Care 306 278 10 % 28 40 (30)% 9.3 % 14.4 %
Corporate - 7 0% (86) (90) 4% (0.5)% (0.5)%
Group 18,987 17,930 6 % 1,004 948 6 % 5.3 % 5.3 %

" A reclassification between segments has been made compared with the first six months of 2003. Comparative figures have
been restated. Please refer to page 14 of this report for further details.
2 Before other income and expenses.
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acquisitions. The operating margin decreased
from 14.4% to 9.3%. The margin drop from H1
2003 reflects altered business conditions with
significant cutbacks by major public sector
customers. The full effect of the ongoing
restructuring initiatives is not expected to
materialise until the end of 2004. The business
comprises two main activities; care activities
(treatment of abuse and psychiatric care) and
diagnostic competences and medical treatment
(clinical physiology, MR scanning, X-ray, eye
surgery and fitting of hearing aids).

OPERATIONS BY GEOGRAPHY
Northern Europe

Turnover in Northern Europe, comprising the
UK, Sweden, Denmark, Norway, Finland,
Ireland, Iceland and Greenland, was DKK
8,741 million. This was an increase of 5%
relative to H1 2003, based on flat organic
growth, currency effects of (1)%, and a positive
effect from net acquisitions of 6%. The
operating margin was unchanged at 6.1% year-
on-year.

Turnover for ISS UK was DKK 2,661 million,
which was a 19% increase compared to last
year. Organic growth accounted for 4%.
Acquisitions added 13% to turnover. The
acquisitions have helped transform the UK
operation into a full facility services provider
enabling it to compete in the market for
integrated contracts. So far in 2004,
acquisitions have added catering services and
facility = management competencies and
complemented the existing business within
building maintenance and landscaping. The UK
activities saw an improvement in the operating
margin due to acquisition integration and a
focused effort to enhance profitability.

Business conditions were tough in Sweden
with public budgets under pressure and vacant
office space. Turnover decreased from DKK
1,878 million to DKK 1,828 million for the first
half-year. ISS Sweden has initiated a process
to become a more customer-focused
organisation and the sales effort is being

Operating results by geography

reorganised and strengthened. The operating
margin decreased year-on-year due to
challenges within Facility Services, especially
Ecuro, and the aforementioned issues in Health
Care.

The operating margin for ISS Denmark was
unchanged compared to H1 2003. The Facility
Services margin improved due to cost
reductions and contract rationalisations.
Damage Control and Food Hygiene had slightly
lower operating margins compared to 2003.
Turnover decreased by 2% from DKK 1,808
million to DKK 1,779 million. Organic growth
was (1)% for the first six months of 2004.
However, the ongoing dedicated effort to
restructure and upgrade the sales effort led to
positive organic growth for Q2 2004.

The operating margin in ISS Norway increased
compared to H1 2003. The improvement
stemmed from cost reductions in Facility
Services and the restructuring effort in Damage
Control. Turnover was adversely impacted by
difficult business conditions in Norway with low
activity levels. Turnover decreased 4% from
DKK 1,538 million to DKK 1,481 million. Net
acquisitions  contributed 8%, currency
adjustments (8)% and organic growth was
(4)%. In the first half of 2004, the Facility
Services contract portfolio increased.

ISS Finland reported 14% growth, lifting
turnover to DKK 854 million. Organic growth
was 8%, driven by cross selling of services.
Property and technical services have proven to
have a strong fit with the facility services
concept generating more one-off jobs with
existing customers. In June, ISS acquired the
Engel Group, adding annual turnover of
approximately DKK 1.4 billion. With the
acquisition of Engel, ISS Finland will expand its
business within the facility services market,
particularly within property services. The
acquisition will be consolidated as of 1 July
2004.

Dedicated work with key accounts in Ireland
paid off. Turnover increased by 12% to DKK
138 million with organic growth contributing

Turnover Operating profit i) Operating margin
DKKm DKKm
H1 2004 H12003 Change H12004 H12003 Change H1 2004 H1 2003
Northern Europe 8,741 8,332 5% 536 511 5% 6.1 % 6.1 %
Continental Europe 9,267 8,708 6 % 499 474 5% 5.4 % 5.4 %
Overseas 979 890 10 % 55 53 4% 5.6 % 6.0 %
Corporate - - 0% (86) (90) 4% (0.5)% (0.5)%
Group 18,987 17,930 6 % 1,004 948 6 % 5.3 % 5.3 %

" Before other income and expenses.
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9%. The operating margin improved compared
to H1 2003. Margin improvements stemmed
from key accounts and margin accretive
hygiene activities.

Continental Europe includes France, the
Netherlands, Belgium, Germany, Spain,
Austria, Switzerland, Portugal, the Czech
Republic, Greece, Italy, Slovenia, Poland,
Slovakia, Hungary, Romania, Luxembourg,
and Croatia. The region’s turnover was DKK
9,267 million, a 6% increase relative to the
same period of last year. The operating margin
was maintained at 5.4%.

ISS France increased turnover to DKK 3,713
million, a 9% increase over the first six months
of 2003. Organic growth was 5%. The organic
growth came from portfolio growth in Facility
Services, i.e. primarily from new contracts in
waste management  and landscaping.
Acquisitions of business within landscaping,
HVAC, hygiene services and access control
lifted turnover by 5%. The operating margin
improved.

The market conditions in the Netherlands
remained challenging with strong competition
and pressure on prices. Consequently, turnover
decreased 1% to DKK 1,507 million. The
portfolio development was stable over the first
six months of 2004, whereas the one-off

Sales by business area and country 2004

Turnover, DKKm Organic growth H1 Currency impact
Q2 H1 Q2 H1 of total H1
Business area "
Facility Services 8,945 17,386 1% 0 % 92 % (1%
Damage Control 417 839 0% (1)% 4% (1)%
Food Hygiene 230 456 5% 3% 2% 1%
Health Care 151 306 1% 1% 2% 0%
Total Group 9,743 18,987 1% 0% 100 % (1)%
Country
UK 1,397 2,661 4 % 4 % 14 % 2%
Sweden 917 1,828 (6)% (5)% 10 % 0 %
Denmark 889 1,779 1% (1% 9 % (0)%
Norway 763 1,481 (5)% (4)% 8 % (8)%
Finland 440 854 9 % 8 % 4 % 0 %
Ireland 71 138 9% 9% 1% 0%
Northern Europe 4,477 8,741 0 % (0)% 46 % (1)%
France 1,913 3,713 5% 5% 20 % 0%
The Netherlands 774 1,507 (4)% (9)% 8 % 0 %
Belgium 513 982 (0)% (1% 5% 0%
Germany 396 805 (7)% (6)% 4% 0 %
Spain 299 591 10 % 12 % 3% 0 %
Austria 293 562 13 % 1 % 3% 0%
Switzerland 288 551 (2)% (3)% 3% (4)%
Central Europe 179 341 0% 3% 2% (2)%
Portugal 57 110 22 % 19 % 1% 0%
Italy 50 89 (6)% (7)% 0 % 0%
Hungary 8 16 1% 1% 0 % (3)%
Continental Europe 4,770 9,267 2% 1% 49 % (0)%
Overseas 496 979 2% 4% 5% (6)%
Total Group 9,743 18,987 1% 0% 100 % (1)%
" A reclassification between segments has been made compared with the first six months of 2003. Comparative figures
have been restated. Please refer to page 14 of this report for further details.
714

ISS A/S - Interim Report for the period 1.1.2004-30.6.2004



activity performance was lower than expected.
The operating margin decreased slightly in the
first half of 2004, impacted by seasonality in the
landscaping activities, activities that were not in
the portfolio same period last year. For Q2, the
operating margin improved.

The H1 turnover in ISS Belgium increased 9%
to DKK 982 million compared to 2003.
Acquisitions added 10%. Organic growth was
(1)%, however, the recent sales-enhancing
initiatives have begun to take effect, lifting the
sales performance. The operating margin
improved slightly in the first six months of 2004
with a particularly strong Q2. Contribution from
the rolled out washroom concept and the food
activities supported the improvement.

ISS Germany experienced continued tough
price competition, in part due to in-sourcing in
the hospital segment. Organic growth was
impacted when wages of blue-collar workers
were reduced by 6% on average as of 1 April
2004. Turnover declined 7% to DKK 805 million
in H1 2004. Margins remain under pressure.
The remedies are to target the business-to-
business segment; create critical mass in the
regions ISS serves, e.g. an acquisition was
made in May in the Dusseldorf region; and
ensure that a proper management team is in
place. The new German country manager will
in the future report to the country manager of
ISS Austria.

Continuing the consistent progress, ISS Spain
improved its six-month operating margin.
Turnover increased by 35% to DKK 591 million,
with organic growth accounting for 12% and
acquisitions for 23%. The organic growth
stemmed primarily from the positive impact of a
structured and segmented sales effort. In June,
the Group acquired Grupo Unica, adding
annual turnover of approximately DKK 1.2
billion. The acquisition makes ISS a nationwide
provider of facility services in the Spanish
market. The acquisition will be consolidated in
ISS’ accounts as of 1 July 2004.

ISS Austria and ISS Hungary have been
independently managed entities outside the
Central Europe organisation since 1 January
2004. ISS Austria increased its turnover by
24% from DKK 454 million to DKK 562 million
in the first six months of 2004. ISS Austria
benefited from a structured approach to sales
activities and achieved organic growth of 11%.
Acquisitions contributed 12%. The operating
margin improved consistently over the first six
months of 2004, mainly due to fixed cost scale
economies.

Turnover in ISS Switzerland was DKK 551
million, a decrease of 4% compared to the
same period of 2003, primarily due to currency
adjustments. An acquisition effect of 2% was
eliminated by negative organic growth of 3%. In
the Annual Report 2003, ISS Switzerland was

designated as one of the operational
challenges in the Group. Initiatives put in place
to stabilise the landscaping business are
proving effective. The operating margin
increased compared to the same period of last
year.

In Central Europe, turnover was approximately
unchanged at DKK 341 million. The underlying
organic growth was 3%, mainly due to higher
retention of customers. Divestments and
currency adjustment were (3)%. For the new
EU countries in Central Europe, wage
increases and increased social security costs
resulted in a margin decrease, since full price
compensation from customers was lagging.

In Portugal, turnover was DKK 110 million, an
increase of 24% over the first half of 2003.
Organic growth was 19% driven by contract
wins. Acquisitions contributed 5%. The
acquisition of technical maintenance activities
was margin dilutive, resulting in a slight overall
margin decrease.

In Italy, the six-month turnover was unchanged
at DKK 89 million.

Turnover in ISS Hungary was DKK 16 million
in H1 2004.

Overseas

Overseas, consisting of Asia, South America,
Australia and Israel, represents approximately
5% of Group turnover. Turnover increased 10%
from the same period of last year to DKK 979
million in 2004. The underlying organic growth
was 4%, acquisitions contributed 12% and
currency adjustments impacted negatively by
6%.

In Asia, turnover decreased 6% to DKK 492
million after a negative currency impact of 8%.
Net acquisitions added 1% after Singapore
expanded the service offering through the
acquisition of a catering company. Organic
growth was 1%, however, covering differences
between the countries of the region, with
Indonesia and Thailand performing above
average. The operating margin was slightly up
compared to last year and the operations
generally performed according to plan.

In Brazil, the turnover decreased 2% from DKK
168 million to DKK 165 million of which 1% was
organic growth and (3)% currency adjustments.
Focus is on selling facility services and more
one-off jobs. However, the success of this effort
has to some extent been offset by tax
increases with an adverse effect on turnover.
The operating margin improved year-on-year.
The turnaround in Argentina progressed with
contract wins and an improved turnover base
confirming the Group’s long-term confidence in
the Argentinean market.
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The business in Australia continued to develop
as planned with positive organic growth. The
service offering was expanded from pest
control and washroom services to cleaning
through the acquisition of a facility services
company in June 2004, which added annual
turnover of approximately DKK 32 million.

The full consolidation of the joint venture
activities in Israel brought the turnover to DKK
190 million in the first half of 2004. The
underlying organic growth was 10%. The
operating margin was under pressure due to a
difficult business environment.

EMPLOYEE SHARE PROGRAMME

The Board of Directors has resolved to use its
authorisation to launch an employee share
programme in September 2004. The intention
to do so was mentioned in the stock exchange
release no. 10/04. Employees with at least
three months’ seniority will be invited to
subscribe for ISS shares at a price equal to one
third of the market price at the time of
subscription. The maximum number of shares,
which can be subscribed for under this
programme, is 875,976 shares. On average,
approximately 460,000 shares were applied for
under the four previous employee share
programmes since 1999.

BOARD OF DIRECTORS

At the Annual General Meeting on 31 March
2004, Mr Tom Knutzen and Mr Sven Riskeer
were both re-elected as members of the Board
of Directors.

In addition, Ms Karin Verland was elected a
new member of the Board of Directors. Ms.
Verland (46) has been CEO of Pfizer Denmark
since 2001 and is chairman of the Danish
Medical Industry Association.

Lars Vestergard, member of the Board of
Directors elected by the employees, resigned
from the Board and his alternating director,
Tina Hilligsa, has taken up the position.

OUTLOOK

The outlook should be read in conjunction with
“Forward-looking statements” on page 10.

In Q2 business performance has been
consistent with the guidance provided in the Q1
Interim report. Reflecting the acquisitions
completed up until 25 August the outlook has
been increased.

At prevailing forward currency exchange rates,
ISS in 2004 expects:

e  Turnover to exceed DKK 40 billion

e Ordinary profit before goodwill
amortisation (after tax) to exceed DKK
1.3 billion

APPENDICES

ISS’ consolidated profit and loss account,
consolidated cash flow statement, consolidated
balance sheet, consolidated statement of
movements in equity and a specification of
minorities are appended to this report.
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CONFERENCE CALL AND WEBCAST

A combined webcast and telephone conference hosted by Eric
S. Rylberg, CEO, and Karsten Poulsen, CFO, will be held on
Thursday, 26 August 2004 at 14:00 CET (13:00 UK time). The
webcast will be available from the Group’s website:
www.issworld.com.

The telephone numbers for the conference are:

+45 70 26 50 40 (Denmark)
+353 1 439 0432 (Ireland)
+44 207 769 6432 (UK)

+1 877 203 9364 (US)

Following the live webcast, a replay will be available from the
Group's website. The conference will also be available in digital
audio replay.

To access the recording, please dial:

+353 1 240 0041 (International)
+44 207 769 6425 (UK)
+1 630 652 3000 (USA)
Access code: 386190#

FORWARD-LOOKING STATEMENTS

This Interim Report contains forward-looking statements within
the meaning of the US Private Securities Litigation Act of 1995
and similar laws and regulations in other countries regarding
expectations to the future development, in particular future
sales, operating efficiencies and business expansion. Such
statements are subject to risks and uncertainties as various
factors, many of which are beyond ISS’ control, may cause the
actual development and results to differ materially from the
expectations expressed in the Interim Report. Factors that might

affect such expectations include, but are not limited to, overall
economic and business conditions, fluctuations in currencies,
the demand for ISS’ services, competitive factors in the service
industry, operational problems in one or more of the Group’s
business units and uncertainties concerning possible
acquisitions and divestments. Reference is also made to the
description of risk factors on pages 41-47 of the Annual Report
2003.

STATEMENT BY THE BOARD OF DIRECTORS AND THE EXECUTIVE MANAGEMENT BOARD

The Board of Directors and the Executive Management Board
have today considered and approved the Interim Report for the
period 1 January - 30 June 2004.

According to usual practice in Denmark the Interim Report does
not include a report from Management, description of
accounting policies and notes as would be required to be
included in an annual report by the Danish Financial Statements
Act and Danish Accounting Standards.

In our opinion, the Interim Report has been prepared in
accordance with the rules and regulations of the Copenhagen
Stock Exchange and the same accounting policies as were
applied in the Annual Report 2003.

Copenhagen, 26 August 2004

Executive Management Board:

Eric S. Rylberg
Karsten Poulsen

Thorbjern Graarud
Flemming Schandorff

Board of Directors:

Erik Sgrensen Sven Riskaer
Tom Knutzen Peter Lorange
Claus Hgeg Madsen Karin Verland
Flemming Quist Tina Hilligse
Karina Deacon

AUDITORS’ REVIEW REPORT
To the Shareholders of ISS A/S

We have been engaged by the Company to review the financial
information set out on pages 11 to 14 in the Interim Report for
the period 1 January - 30 June 2004 which comprises a
consolidated profit and loss account, cash flow statement,
balance sheet and statement of equity.

We have read the other information contained in the Interim
Report and considered whether it contains apparent
misstatements or material inconsistencies with the financial
information.

We have not reviewed the split of the period 1 January - 30
June 2004 into two quarters.

The Interim Report, including the financial information contained
therein, is the responsibility of and has been approved by the
Company’s Board of Directors and Executive Management
Board.

According to usual practice in Denmark the Interim Report does
not include a report from Management, description of
accounting policies and notes as would be required to be
included in an annual report by the Danish Financial Statements
Act and Danish Accounting Standards.

Review work performed

We conducted our review in accordance with Danish and
International Auditing Standards. A review of interim financial
information consists principally of making inquiries of group
management and persons responsible for financial and
accounting matters and applying analytical procedures to

financial information and underlying financial data and, based
thereon, assessing whether the accounting policies and
presentation have been consistently applied unless otherwise
disclosed. A review excludes audit procedures such as tests of
controls and verification of assets, liabilities and transactions. It
is substantially less in scope than an audit conducted in
accordance with Danish and International Auditing Standards
and therefore provides a lower level of assurance than an audit.
Accordingly, we do not express an audit opinion on the financial
information.

Review conclusion

Based on our review we are not aware of any material
modifications that should be made to the financial information
set out on pages 11 to 14 in the Interim Report for the period 1
January - 30 June 2004 for them to be in conformity with the
accounting principles as were applied in the Annual Report
2003.

Copenhagen, 26 August 2004

KPMG C. Jespersen Deloitte

Statsautoriseret Revisions- Statsautoriseret Revisions-
interessentskab aktieselskab

Finn L. Meyer Jens Rudkjaer

State Autorized Public Accountant State Autorized Public Accountant
Sgren Thorup Sgrensen Jesper Jgrgensen

State Autorized Public Accountant State Autorized Public Accountant

Governing text This Interim Report has been translated from Danish into English. The Danish text shall be the governing text for all
purposes and in case of any discrepancy, the Danish version shall be applicable
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Consolidated Profit and Loss Account

Amounts in DKKm

Q2 2004 Q2 2003

H1 2004 H1 2003

Turnover 9,743 9,013 18,987 17,930
Operating expenses (9,005) (8,329) (17,697) (16,698)
Depreciation and amortisation (146) (142) (286) (284)
Operating profit before other income and expenses 592 542 1,004 948
Other income and expenses, net (6) (25) (17) (25)
Operating profit 586 517 987 923
Income from associates 13 0 14 0
Financial income and expenses, net (87) (71) (151) (143)
Other financial income - 28 - 28
Ordinary profit before tax and goodwill amortisation 512 474 850 808
Tax on ordinary profit before goodwill amortisation (154) (148) (254) (255)
Ordinary profit before goodwill amortisation 358 326 596 553
Goodwill amortisation (309) (224) (539) (441)
Tax effect of goodwill amortisation 5 9 9 15
Minority interests (7) (8) (11) (10)
Net profit for the period 47 103 55 117
Earnings per share before goodwill amortisation (DKK) 8.1 7.4 13.5 12.6
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Consolidated Statement of Cash Flows

Amounts in DKKm

Q22004 Q22003 H12004 H1 2003

Operating profit before other income and expenses 592 542 1,004 948
Depreciation and amortisation 146 142 286 284
Changes in working capital (320) (237) (621) (529)
Changes in other provisions 19 (1) (1) (10)
Interest paid (116) (102) (199) (137)
Corporation tax paid (148) (70) (259) (148)
Payments related to other income and expenses (15) 5 (29) (2)
Cash flow from operating activities 158 279 181 406
Acquisition of businesses, net (465) (186) (1,070) (375)
Divestment of businesses, net 4 19 29 17
Investments in intangible and tangible assets, net (191) (112) (294) (222)
Investments in financial assets, net 16 8 17 9
Cash flow from investing activities (636) (271) (1,318) (571)
Financial payments, net " 579 71 1,240 1,366
Purchase of own shares (30) - (30) -
Proceeds from issuance of share capital - 25 - 25
Dividends paid to shareholders (177) (88) (177) (88)
Minority interests (1) - (2) (3)
Cash flow from financing activities 371 8 1,031 1,300
Total cash flow (107) 16 (106) 1,135

Cash and cash equivalents at beginning of period 2,286 1,981 2,282 891

Total cash flow (107) 16 (106) 1,135

Foreign exchange adjustments (4) (10) (1) (39)
Cash and cash equivalents at end of period 2,175 1,987 2,175 1,987

" Proceeds from bank debt less repayment of bank debt.
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Consolidated Balance Sheet

Amounts in DKKm

Assets 30.6.2004 31.3.2004 31.12.2003 30.6.2003
Goodwill 13,015 12,880 12,465 12,371
Software and other intangible assets 157 159 164 170
Total tangible assets 1,564 1,456 1,469 1,410
Total financial assets 704 733 595 646
Accounts receivable and other current assets 7,246 6,793 6,411 6,769
Liquid funds and securities 2,175 2,286 2,281 1,987
Total assets 24,861 24,307 23,385 23,353

Equity and liabilities 30.6.2004 31.3.2004 31.12.2003 30.6.2003
Total equity 7,485 7,482 7,633 7,485
Minority interests 107 109 108 74
Total provisions 1,058 1,101 1,093 988
Long-term debt 7,179 7,297 6,446 6,908
Short-term interest bearing loans and borrowings 1,246 657 619 826
Other current liabilities 7,786 7,661 7,486 7,072
Total equity and liabilities 24,861 24,307 23,385 23,353
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Consolidated Statement of Equity

Amounts in DKKm

Share Share Retained Own Foreign Total
Equity capital premium earnings shares exch. adj. equity
Equity at 1 January 2004 886 17 6,967 (28) (209) 7,633
Dividends - - (177) - - (177)
Foreign exch. adj. of foreign subsidiaries etc. - - - - 4 4
Purchase/disposal of own shares, net - - - (30) - (30)
Net profit for the period - - 55 - - 55
Equity at 30 June 2004 886 17 6,845 (58) (205) 7,485
Equity at 1 January 2003 878 583 6,008 (28) (110) 7,331
Dividends - - (88) - - (88)
Foreign exch. adj. of foreign subsidiaries etc. ” - - - - (61) (61)
Deferred gains/losses on hedging derivatives - - (1) - - 1)
Employee shares 8 17 - - - 25
Tax regarding employee shares - - 162 - - 162
Net profit for the period - - 117 - - 117
Equity at 30 June 2003 886 600 6,198 (28) (171) 7,485
Equity at 1 January 2003 878 583 6,008 (28) (110) 7,331
Dividends - - (88) - - (88)
Transfer - (583) 583 - - -
Foreign exch. adj. of foreign subsidiaries etc. - - - - (99) (99)
Deferred gains/losses on hedging derivatives - - 6 - - 6
Employee shares 8 17 - - - 25
Tax regarding employee shares - - 172 - - 172
Net profit for the year - - 286 - - 286
Equity at 31 December 2003 886 17 6,967 (28) (209) 7,633
" Net of hedges
Specification of minorities 30.6 2004 30.62003 31.12 2003
Minorities beginning of period 108 88 88
Exchange rate adjustment of foreign subsidiaries etc. (1) (5) (5)
Dividends 1) (3) (8)
Additions from acquired companies, net (10) (16) 3
Net profit for the period 11 10 30
Minorities end of period 107 74 108

Reclassifications from the Interim Report 2003

Compared with H1 2003, certain reclassifications have been made:

. Austria and Hungary are independently managed entities, i.e. no longer part of Central Europe

. House of Coffee has been transferred from Innovation to Facility Services and the remaining activities in Innovation
have been transferred to Corporate

. ISS Greenland has been transferred from ISS Food Hygiene to Facility Services

. ISS Iceland has been transferred from ISS Food Hygiene to Facility Services

Comparative figures have been restated accordingly.
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