INTERIM REPORT FOR THE PERIOD 1 JANUARY – 30 JUNE 2017
Continued growth and stable margin in 2017
Highlights


Organic revenue growth of 1.8% in H1.



Total revenue increased by 2% in H1, driven by organic growth partly offset by a negative impact from
foreign exchange effects.



Operating margin of 5.8% in H1 (H1 2016: 5.6%). The operating profit before other items increased to DKK
2,273 million in H1 (H1 2016: DKK 2,190 million).



Cash conversion over the last twelve months of 92% (FY 2016: 97%).



Net profit (adjusted) decreased to DKK 703 million in H1 (H1 2016: DKK 865 million), negatively impacted
by a DKK 212 million loss related to remeasurement of a business classified as held for sale in Northern
Europe.



Net profit decreased to DKK 589 million in H1 (H1 2016: DKK 699 million).



On 28 April 2017, we completed the DKK 1.5 billion acquisition of Guckenheimer, a leading US food services
company with an annual revenue of approximately DKK 2,300 million and 3,200 employees in 33 US states.



We have extended our global IFS partnership with Barclays until 2022. In addition, we have significantly
expanded and extended our large cleaning contract with National Westminster Bank in the UK into an IFS
partnership including technical services and maintenance and won an IFS contract with ABB covering four
countries in APAC.



Revenue generated from IFS increased by 4% in local currency in H1 (H1 2016: 14%), leading to a total
share of 36% of Group revenue (H1 2016: 36%).



Revenue from Global Corporate Clients increased by 10% in local currency in H1 (H1 2016: 16%) and
represents 11% of Group revenue (H1 2016: 11%).



Strategic initiatives, including sharper focus on key customers, the procurement programme and our global
concepts and tools, continue to be implemented according to plan and support the margin.



In June 2017, the Group activities in Argentina and Uruguay have been classified as discontinued operations
and as held for sale.



The 2017 outlook for organic revenue growth is narrowed to 1.5%-2.5% (from 1.5%-3.5% previously). Our
expectations for operating margin (above 6.47%, restated) and cash conversion (above 90%) are
unchanged.
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Lena Stennicke, Global Media Relations Manager, +45 38 17 65 03
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KEY FIGURES AND FINANCIAL RATIOS
DKK million (unless otherwise stated)

1)

1 January 30 June 2017

1 January 30 June 2016

39,490
2,273
5.8%
1,701
2,599
1,375
1,253
25
(288)
703
663
(74)
589

38,854
2,190
5.6%
1,810
2,529
1,471
1,254
50
(263)
865
699
(0)
699

(1,409)

(940)

(355)
(1,783)
92%

(281)
(1,201)
96%

42,932
18,577
306
2,333
5.4%
18,083

41,913
17,558
282
2,936
7.0%
16,039

491,794
75%

501,661
74%

1.8%
0%
(1)%
2%

3.7%
(1)%
(4)%
(1)%

Income statement
Revenue
Operating profit before other items
2)
Operating margin
EBITDA
Adjusted EBITDA
Operating profit (adjusted)
Operating profit
Financial income
Financial expenses
Net profit (adjusted)
3)
Net profit from continuing operations
3)
Net profit/(loss) from discontinued operations
Net profit

Cash flow
Cash flow from operating activities
Acquisition of intangible assets and property, plant
and equipment, net
Free cash flow
Cash conversion

Financial position
Total assets
Goodwill
Additions to property, plant and equipment
Total equity (attributable to the owner of Global A/S)
Equity ratio
Net debt

Employees
Number of employees end of period
Full-time employees

Growth
Organic growth
Acquisitions and divestments, net
Currency adjustments
Total revenue growth

1) See definitions in the ISS Global A/S Annual Report 2016.
2) The Group uses Operating profit before other items for the calculation of Operating margin.
3) As of 30 June 2017, Argentina and Uruguay have been classified as discontinued operations. Comparative figures for 2016 have been restated accordingly.
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GROUP PERFORMANCE
ISS Global A/S is an indirectly wholly owned subsidiary
of ISS A/S, an international provider of facility services.
ISS Global A/S owns – directly or indirectly – the ISS
Global Group’s operating companies (together referred
to as “ISS” or “the Group”).
For further information about ISS Global A/S, see ISS
Global A/S’s Annual Report 2016, which is available at
the Group’s website, www.issworld.com.

OPERATING RESULTS
January – June 2017
Group revenue was DKK 39.5 billion, representing an
increase of 2% compared with the same period last year.
Organic growth amounted to 1.8%, while currency
effects impacted revenue negatively by 1%.
Organic growth was supported by positive organic
growth rates in all regions except Asia & Pacific. The
organic growth was driven by growth in our portfolio
services across all regions. This was partly offset by
lower demand for non-portfolio services, expected
organic revenue reductions in Australia, Brazil and China
as well as contract losses and downscaling in the
Industry & Manufacturing segment in Sweden. Our
Integrated Facility Services (IFS) business continues to
grow although slowing down due to phasing of contract
start-ups and lower demand for non-portfolio services.
Operating profit before other items amounted to DKK
2,273 million (H1 2016: DKK 2,190 million) for an
operating margin of 5.8% (H1 2016: 5.6%). The
operating margin was supported by margin increases in
Continental Europe and Asia & Pacific, including a
positive impact from a decreased pension obligation in
Continental Europe. This was partly offset by a negative
group margin impact from acquisitions and divestments,
mainly related to the acquisition of Guckenheimer in the
USA as well as the divestment of the security activities
in Finland. Furthermore, we saw a negative currency
translation effect on the group margin. The net positive
impact on the group margin of the decreased pension
obligation and the negative margin impact from
acquisitions and divestment as well as currency
translation amounted to 6 bps. Finally, margins
decreased in Northern Europe and the Americas
compared with the same period last year, negatively
impacted by operational challenges, including one-off
costs in Sweden as well as one-off IFS contract start-up
costs and under-performance within the specialised
services division in North America.
Emerging markets comprising Asia, Eastern Europe,
Latin America, Israel, South Africa and Turkey which
represent 26% of Group revenue, delivered organic
growth of 4% (H1 2016: 9%) and an operating margin of
6.2% (H1 2016: 6.2%).
Financial income and expenses, net amounted to an
expense of DKK 263 million for the first six months of
2017 (H1 2016: DKK 213 million). The increase in
financial income and expenses, net was mainly due to
slightly lower foreign exchange gains, net.

The effective tax rate per 30 June 2017 was 31.7% (H1
2016: 31.2%) calculated as Income taxes (adjusted) of
DKK 352 million divided by Profit before tax (adjusted) of
DKK 1,112 million.
As per 30 June 2017, the Group’s activities in Argentina
and Uruguay, which are operated as a regional cluster,
have been classified as discontinued operations and
presented separately in the income statement as sales
processes have been initiated. Net profit from
discontinued operations was a loss of DKK 74 million for
the first six months of 2017. Comparative figures have
been restated accordingly as described in note 8 in the
interim financial statements.
Net profit (adjusted) decreased to DKK 703 million (H1
2016: DKK 865 million), negatively impacted by
increased other income and expenses, net, including a
DKK 212 million loss on divestments related to a
remeasurement of the business classified as held for
sale in Northern Europe.
Net profit was down by DKK 110 million to DKK 589
million.

BUSINESS DEVELOPMENT
In H1, revenue generated from IFS was up by 4% (H1
2016: 14%) in local currencies to DKK 14.3 billion, which
corresponds to 36% (H1 2016: 36%) of Group revenue.
The growth was driven by IFS contract launches,
extensions and expansions, including both new Global
Corporate Clients as well as local contracts such as
Heineken and Enexis in the Netherlands, Bombardier in
North America, Royal Mail and a customer within the
Transportation and Infrastructure segment in the UK, as
well as the successful conversion of existing single
service contracts to IFS contracts. This was partly offset
by 2016 contract losses in Australia. As expected growth
slowed from 2016 as a result of timing of contract
launches and losses as well as a lower demand for nonportfolio services.
In H1, we have significantly expanded and extended our
large cleaning contract with National Westminster Bank
in the UK into an IFS partnership including technical
services and maintenance and won an IFS contract with
ABB covering four countries in APAC. Furthermore, we
have extended and expanded our IFS partnership with
SEB, a leading Nordic financial services group, and won
IFS contracts with BHP Billiton in Australia, South
Warwickshire NHS Foundation Trust and the South
London and Maudsley NHS Foundation Trust in the UK
as well as Sengkang Hospitals in Singapore. In addition,
ISS Germany signed an IFS contract with Teva
Pharmaceuticals which builds on an existing relationship
with the company in multiple countries.
In H1, revenue generated from Global Corporate Clients
increased by 10% (H1 2016: 16%) in local currencies to
DKK 4.5 billion, representing approximately 11% of
Group revenue (H1 2016: 11%).
On 16 August 2017, we announced an extension of our
global IFS partnership with Barclays until 2022.
Furthermore, we added three new Global Corporate
Clients in the first quarter of 2017; a five-year IFS
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contract with Shire, a leading global biotechnology
company, and a contract within the Retail and Wholesale
segment covering mainly North America and Continental
Europe. Finally, we converted a local relationship with
Huawei in China to a Global Corporate Client
relationship as we expanded the contract to include
Integrated Facility Services across a number of countries
in Europe. In addition, we are now expanding the
contract to cover parts of Latin America.
In H1, we announced an expected reduction in the scope
of our future services with both DXC Technology (a spinoff and merger of HP Enterprise’s Enterprise Services
business with CSC) and HP Inc. The ultimate reduction
in scope and the associated timing remain uncertain,
although we expect some loss of revenue with DXC
Technology from Q4 2017. Total revenue generated
from these two companies amounted to approximately
2% of the ISS Group in 2016.
ISS is in regular dialogue with all major customers to
develop the relationships and meet their evolving needs.
Currently, we are in dialogue with a number of global
customers whose contracts are expected to be renegotiated during 2017 and 2018.

CASH FLOWS
The LTM (last twelve months) cash conversion for June
2017 was 92%, which is in line with the ambition to have
a healthy cash conversion in the Group of above 90%.

Cash flow from operating activities
Cash flow from operating activities in H1 represented a
net cash outflow of DKK 1,409 million (H1 2016: DKK
940 million). The cash outflow was primarily due to
changes in working capital, higher other expenses paid
and interest paid, external, net. This was partly offset by
higher cash inflow from operating profit before other
items.

Cash flow from investing activities
Cash flow from investing activities was a net cash
outflow of DKK 1,799 million (H1 2016: DKK 301 million).
Investments in intangible assets and property, plant and
equipment, net, was DKK 355 million (H1 2016: DKK 281
million), which represented 0.9% of Group revenue (H1
2016: 0.7%). The cash outflow from acquisition of
businesses of DKK 1,677 million mainly related to the
acquisition of Guckenheimer in the USA. The cash inflow
from divestments of businesses of DKK 252 million
mainly related to the divestment of the Group’s activities
in Iceland, the real estate administration activities in
Sweden and the sewage and industrial service activities
in Denmark.

Cash flow from financing activities
Cash flow from financing activities in H1 was a net cash
inflow of DKK 1,790 million (H1 2016: net outflow of DKK
484 million). The cash inflow was primarily related to
drawing on credit facilities due to payment of the
acquisition of Guckenheimer as well as normal
seasonality.

Free cash flow
Free cash flow1) in H1 was a cash outflow of DKK 1,783
million (H1 2016: 1,201 million). The increased cash
outflow was mainly due to the cash outflow from
operating activities and from investments in intangible
assets and property, plant and equipment, net, as a
result of quarterly timing differences in investments.

STRATEGIC
DIVESTMENTS

ACQUISITIONS

AND

In the first six months of 2017, we acquired two minor
businesses; Evantec, a technical and building services
company in Germany and SIGNAL, a Danish-based
workplace management consulting firm.
Furthermore, we acquired Guckenheimer, a leading US
food services company with an annual revenue of
approximately DKK 2,300 million and 3,200 employees
in 33 US states. The acquisitions support our strategic
aim of strengthening our catering capabilities in North
America.
In the first six months of 2017, we divested our sewage
and industrial service activities in Denmark, our security
activities in Ireland, the divestment of the Group’s
activities in Iceland and our real estate administration
activities in Sweden. The divestments support our
strategy to focus on geographies and services where we
see the greatest opportunities for customer growth and
profitability.
At 30 June 2017, five businesses in the Asia & Pacific,
Americas as well as the Northern and Continental
Europe regions were classified as held for sale including
Argentina and Uruguay. Assets and liabilities held for
sale amounted to DKK 1,644 million and DKK 560
million, respectively.
We will continue to review our existing business for
potential divestments of non-core activities and likewise
will consider making acquisitions which enhance our
core competencies subject to tight strategic and financial
filters.

CAPITAL STRUCTURE
The ISS Global Group is indirectly wholly owned by ISS
A/S and is therefore part of the ISS A/S Group. Group
Treasury manages financing activities and capital
structure centrally for the ISS A/S Group as a whole. The
ISS Global Group’s financing activities and capital
structure are not assessed independently of the ISS A/S
Group.
ISS’s financings mainly consist of senior unsecured bank
facilities and corporate bonds issued under an EMTN
programme.
The unsecured senior bank facilities consist of a term
facility of EUR 300 million and a revolving credit facility
of EUR 850 million, both maturing in 2019. The
applicable drawn margin is determined semi-annually on
the basis of a leverage grid.

1) Free cash flow is defined as cash flow from operating activities and cash flow from investing activities less acquisition/divestment of businesses, net.
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ISS A/S currently holds the corporate credit rating of BBB
/ Stable outlook by S&P and Baa2 / Stable outlook by
Moody’s.

Net debt
Net debt was DKK 18,083 million at 30 June 2017, an
increase of DKK 3,220 million compared with 31
December 2016. The increase in net debt is mainly the
result of normal seasonality in operating cash flows as
well as payments for the acquisition of Guckenheimer.

EQUITY
Total equity was DKK 2,345 million at 30 June 2017
equivalent to an equity ratio of 5.4% (31 December 2016:
4.8%). The DKK 257 million increase in total equity from
December 2016 was mainly the result of a net profit for
the period of DKK 589 million partly offset by a negative
foreign exchange adjustments of subsidiaries of DKK
316 million. The negative currency adjustments were
mainly due to depreciation of GBP, HKD and TRY
towards DKK.

STRATEGY UPDATE
ISS is a leader in the USD 1 trillion outsourced facility
services market which is made up of different types of
customers, services and providers. In this vast market,
we have made a number of key strategic choices that
define who we are and what we do.
We focus our offering on customers looking for value
added service performance, as opposed to commodity
service delivery, as these customers represent the
opportunity to generate market leading growth, profit and
cash conversion. To address this market, we have
created a compelling value proposition. Its key elements
are how we leverage our benefits of skill and scale within
volume, concepts and talent to meet our target
customers’ demand. We aim to provide our services
through our own employees with the right mind-set,
values and capabilities (self-delivery) internationally and
supported by industry leading best practice. We also
deliver these services with a “single point of contact”
solution running all of the services necessary to operate
the customer’s facilities – our integrated facility services
solution.
Our operating model is based on a country-by-country
organisation to remain close to the local labour market,
culture and customers. We are increasingly aligned
across the globe in accordance with a well-defined set of
business fundamentals, tools and both financial and
non-financial key performance indicators.
Over the past few years, we have focused on
transforming our business to a new and aligned
organisational structure both above the country level and
within countries in order to ensure an efficient,
transparent and customer centric organisation supported
by functional expertise. The customer segmentation and
alignment of country organisational structures initiative
has been implemented, or is in the process of being
implemented in countries representing approximately
80% of our revenue. To this end, we have also invested
in new roles and capabilities. Benefits so far include a
more efficient and effective cooperation between and

within operations and supporting functions, minimising
the number of management layers between country
management and key account managers thus resulting
in a strong customer interface and cost reductions above
contract level.
We also continue to apply a greater level of technology
in our solutions. In June 2016, we signed a commercial
agreement with IBM to use technology for workforce
optimisation (Integration@ISS) and thereby further
leverage our integrated, self-delivery capabilities.
Further, technology will be used to transform the
management of over 25,000 customer buildings around
the world. This will lead to insights from sensors and
devices to create more personalised, intuitive and user
friendly buildings as well as support synergies through
integration of services. We have in 2017 initiated the
implementation of the solution at a number of our
customer sites.
We continue to make progress in our strategic initiatives
(referred to as GREAT) which include customer
segmentation, organisational structure and excellence
projects such as our procurement programme and
Business Process Outsourcing (BPO).
We continue to review our existing business for potential
divestments of non-core activities and likewise will
consider making acquisitions which enhance our core
competencies subject to tight strategic and financial
filters.
We have completed phases I-III of the procurement
excellence programme which primarily has focused on
Europe. The total identified savings for phases I-III
amount to DKK 450-550 million to be achieved during
2013-2019. In 2016, we initiated phase IV in Europe and
increased the scope to also include the Americas and
Asia & Pacific. Identified cost savings amount to a total
of DKK 200-300 million to be achieved during 20162020. While part of these cost savings will increase
margins, a substantial amount will be re-invested in the
business in order to maintain and strengthen
competitiveness.
The Business Process Outsourcing (BPO) project
covers certain finance and accounting processes and
targets improved financial processes and cost savings.
The BPO project is being implemented in countries
covering above 50% of Group revenue. Transitions are
ongoing in additional countries. Furthermore, initiatives
have been launched to harmonise selected subprocesses across the countries that have already
launched the BPO project.

SUBSEQUENT EVENTS
Other than as set out above or elsewhere in these
condensed consolidated interim financial statements, we
are not aware of events subsequent to 30 June 2017,
which are expected to have a material impact on the
Group’s financial position.
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OUTLOOK
OUTLOOK 2017
This section should be read in conjunction with
“Forward-looking statements” as shown in the table
below.
Our 2017 full year organic revenue growth expectation
has been narrowed from 1.5%-3.5% to 1.5%-2.5%, or
within the lower half of our original range. Expectations
for margin and cash conversion remain unchanged from
our Annual Report 2016. The amendment of the organic
growth expectation is mainly a result of the lower organic
growth seen in Q2 2017 combined with our expectations
for the remainder of the year. Relative to our previous
expectations, we now foresee weaker 2017 revenue in
Sweden and China, weaker demand for non-portfolio
services and a negative impact from the reduction in
revenue with DXC Technology, commencing in Q4 2017.
Overall growth will continue to be supported by the
positive developments across a number of our countries
and further success in IFS, driven by both expansion of
existing customer relationships and new customer wins.
The outlook for 2017 for organic growth, operating
margin and cash conversion is as follows.
 Organic growth is expected to be 1.5 – 2.5%.
 Operating margin in 2017 is expected to be above
the 6.47% (restated for the reclassification of
discontinued operations) realised in 2016.
 Cash conversion is expected to remain above 90%.

FORWARD-LOOKING STATEMENTS
This report contains forward-looking statements including, but
not limited to, the statements and expectations contained in the
Outlook section on page 6. Statements herein, other than
statements of historical fact, regarding future events or
prospects, are forward-looking statements. The words ‘‘may’’,
“will”, “should”, ‘‘expect’’, ‘‘anticipate’’, ‘‘believe’’, ‘‘estimate’’,
‘‘plan’’, "predict," ‘‘intend’ or variations of these words, as well
as other statements regarding matters that are not historical fact
or regarding future events or prospects, constitute forwardlooking statements. ISS has based these forward-looking
statements on its current views with respect to future events
and financial performance. These views involve a number of
risks and uncertainties, which could cause actual results to
differ materially from those predicted in the forward-looking
statements and from the past performance of ISS.

Although ISS believes that the estimates and projections
reflected in the forward-looking statements are reasonable, they
may prove materially incorrect, and actual results may materially
differ, e.g. as the result of risks related to the facility service
industry in general or ISS in particular including those described
in the Annual Report 2016 of ISS Global A/S and other
information made available by ISS.
As a result, you should not rely on these forward-looking
statements. ISS undertakes no obligation to update or revise any
forward-looking statements, whether as a result of new
information, future events or otherwise, except to the extent
required by law.
The Annual Report 2016 of ISS Global A/S is available at the
Group’s website, www.issworld.com.
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YTD June 2017
Revenue
DKK million

2017

Growth components

2016

Growth

Organic

Acq./div.

Currency

Continental Europe 1)

15,374

14,919

3%

3%

1%

(1)%

Northern Europe 2)

12,485

13,224

(6)%

2%

(3)%

(5)%

7,438

7,213

3%

(0)%

-

3%

4,163

3,457

20 %

2%

12 %

6%

51

49

4%

2%

-

2%

(21)

(8)

(163)%

-

-

-

Asia & Pacific 3)
4)

Americas
Other Countries 5)
Corporate / eliminations
Group

39,490

38,854

2%

1.8 %

0%

(1)%

Emerging markets 6)

10,354

9,839

5%

4%

1%

0%

YTD June 2017
Operating profit before other items
DKK million

2017

2016

Operating margin
Growth

2017

7)

2016

Continental Europe

840

737

14 %

5.5 %

4.9 %

Northern Europe

759

856

(11)%

6.1 %

6.5 %

Asia & Pacific

551

486

13 %

7.4 %

6.7 %

5%

3.1 %

3.6 %

Americas
Other Countries
Corporate / eliminations
Group
Emerging markets

130
1
(8)

124
(1)
(12)

200 %

1.9 %

(1.2)%

33 %

(0.0)%

(0.0)%

2,273

2,190

4%

5.8 %

5.6 %

644

607

6%

6.2 %

6.2 %

Grouping of countries into regions:
1) Continental Europe comprises Austria, Belgium & Luxembourg, Bulgaria, the Czech Republic, Estonia, France, Germany, Greece, Hungary, Israel, Italy, Latvia, Lithuania,
the Netherlands, Poland, Romania, Russia, Slovakia, Slovenia, Spain & Portugal, Switzerland, Turkey.
2) Northern Europe comprises Denmark, Finland, Norway, Sweden and the UK & Ireland.
3) Asia & Pacific comprises Australia & New Zealand, Brunei, China, Hong Kong, India, Indonesia, Japan, Malaysia, the Philippines, Singapore, Taiwan and Thailand.
4) Americas comprises Brazil, Chile, Colombia, Costa Rica, Ecuador, Mexico, Panama, Peru, Puerto Rico, and the USA & Canada.
5) Other Countries comprise Algeria, Bahrain, Cayman Islands, Croatia, Egypt, Jordan, Kuwait, Monaco, Morocco, Nigeria, Pakistan, South Africa, South Korea, Ukraine,
United Arab Emirates and Vietnam.
6) Emerging Markets comprise Asia, Eastern Europe, Latin America, Israel, South Africa and Turkey. See country overview in the Annual Report 2016.
7) The Group uses Operating profit before other items for the calculation of Operating margin.
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REGIONAL PERFORMANCE
CONTINENTAL EUROPE
Revenue increased 3% to DKK 15,374 million in the first
six months of 2017. Organic growth amounted to 3%
while acquisitions and divestments, net increased
revenue by 1% and currency effects impacted revenue
negatively by 1%. The organic growth in Continental
Europe was mainly driven by Turkey, Switzerland,
Germany, the Netherlands and Belgium & Luxembourg.
The organic growth was mainly driven by contract
launches in the above mentioned countries, partly offset
by our decision to reduce the activity level in Greece.
Operating profit before other items amounted to DKK
840 million in H1 generating an operating margin of 5.5%
(H1 2016: 4.9%). The improved operating margin was
mainly supported by a decreased pension obligation in
Continental Europe secured on the back of reduced
interest rates, as well as early benefits from the GREAT
implementation in the Netherlands and good
performances in Spain and France. The operating
margin was negatively impacted by difficult market
conditions in Portugal and Israel.

efficiencies and cost savings as well as a strong
performance on certain contracts in Singapore, partly
offset by margin decreases in Thailand and China.

AMERICAS
Revenue was DKK 4,163 million, up 20% compared to
the same period last year. Organic growth was 2% in the
first six months of 2017, while acquisitions and
divestments, net and currency effects positively affected
revenue by 12% and 6%, respectively. Organic growth
was mainly driven by contract start-ups and continued
demand for non-portfolio services in North America as
well as the positive impact from contract launches in
2016 in Chile and Mexico. This was partly offset by
planned contract exits in Brazil within certain business
segments following the structural adjustments of our
business platform.
Operating profit before other items was DKK 130 million,
resulting in an operating margin of 3.1% for H1 2017 (H1
2016: 3.6%). The decrease in operating margin was
mainly due to IFS contract start-ups and underperformance within the specialised services division in
North America.

NORTHERN EUROPE
Revenue was reduced by 6% to DKK 12,485 million,
representing an organic growth of 2% in the first six
months of 2017, while the impact from divestments
reduced revenue by 3% and currency effects reduced
revenue by 5% mainly due to a depreciation of GBP
against DKK. The organic growth was mainly supported
by 2016 contract launches in several countries. This was
partly offset by contract losses and downscaling in the
Industry & Manufacturing segment in Sweden.
Operating profit before other items amounted to DKK
759 million, resulting in an operating margin of 6.1% (H1
2016: 6.5%). We saw margin increases in all countries
apart from Sweden. The decrease in operating margin in
Sweden was mainly due to contract losses, operational
challenges within parts of the cleaning segment and oneoff costs. Furthermore, we saw a negative currency
translation effect mainly due to a depreciation of GBP
against DKK.

ASIA & PACIFIC
Revenue amounted to DKK 7,438 million with flat
organic growth in the first six months of 2017, while the
impact from currency effects increased revenue by 3%.
The organic revenue was driven by strong growth rates
in Singapore and India as well as good performance in
Indonesia, offset by organic revenue reduction in
Australia and China. The organic revenue reduction was
due to reduced services within the remote site resource
sector in Australia as well as the retail segment in China,
as expected. Excluding Australia, organic growth was
5% in H1 2017.
Operating profit before other items increased to DKK 551
million, resulting in an operating margin of 7.4% (H1
2016: 6.7%). The operating margin improvement was
mainly driven by strong performances in Singapore,
India and Hong Kong, supported by operational
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MANAGEMENT STATEMENT
Copenhagen, 17 August 2017
The Board of Directors and the Managing Director have today discussed and approved the interim report of ISS
Global A/S for the period 1 January – 30 June 2017.
The condensed consolidated interim financial statements have been prepared in accordance with IAS 34 “Interim
Financial Reporting” as adopted by the EU and additional Danish disclosure requirements for interim reports for
listed companies. The interim report has not been reviewed or audited.
In our opinion, the condensed consolidated interim financial statements give a true and fair view of the Group's
assets, liabilities and financial position at 30 June 2017 and of the results of the Group's operations and
consolidated cash flows for the financial period 1 January – 30 June 2017.
Furthermore, in our opinion the Management Review gives a fair review of the development and performance of
the Group's activities and of the Group's result for the period and financial position taken as a whole.

Managing Director

Peter Harder Thomsen
Board of Directors

Jeff Gravenhorst
Chairman

Pierre-François Riolacci

Bjørn Raasteen
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CONDENSED CONSOLIDATED INCOME STATEMENT
1 JANUARY – 30 JUNE

YTD 2017

DKK million

Note

Revenue

4

Staff costs
Consumables
Other operating expenses
Depreciation and amortisation 1)
Operating profit before other items
Other income and expenses, net
Royalty
Goodwill impairment
Amortisation/impairment of brands and customer contracts

6
7

Operating profit

39,490

38,854

-

38,854

(25,373)
(3,559)
(7,959)
(326)

-

(25,373)
(3,559)
(7,959)
(326)

(25,347)
(3,352)
(7,626)
(339)

-

(25,347)
(3,352)
(7,626)
(339)

2,273

-

2,273

2,190

-

2,190

(269)
(629)
-

1,112

Income taxes
Net profit from continuing operations
8

Acquisition- Reported
results
related

-

(11)
(111)
(122)

25
(288)

Profit before tax

Net profit

Acquisition- Reported Adjusted
results
related
results

39,490

1,375

Financial income
Financial expenses

Net profit/(loss) from discontinued operations

Adjusted
results

YTD 2016

-

(269)
(629)
(11)
(111)
1,253
25
(288)

(88)
(631)
1,471
50
(263)
1,258

(44)
(173)
(217)
-

1,254
50
(263)

(122)

990

(352)

25

(327)

(393)

51

(342)

760

(97)

663

865

(166)

699

(57)

(17)

(74)

703

(114)

589

(0)
865

(217)

(88)
(631)
(44)
(173)

(166)

1,041

(0)
699

Attributable to:
The owner of Global A/S
Non-controlling interests

587
2

698
1

Net profit

589

699

1)

Excluding Goodwill impairment and Amortisation/impairment of brands and customer contracts.

Background for the income statement presentation is described in the 2016 Group Annual Report in section 1, p. 40.
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CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
1 JANUARY – 30 JUNE

DKK million

Note

Net profit

YTD 2017 YTD 2016
589

699

(16)

(353)
4
74

Items to be reclassified to the income statement in subsequent periods:
Foreign exchange adjustments of subsidiaries and non-controlling interests

(316)

(468)

Other comprehensive income

(332)

(743)

Comprehensive income

257

(44)

Attributable to:
The owner of ISS Global A/S
Non-controlling interests

255
2

(45)
1

Comprehensive income

257

(44)

Items not to be reclassified to the income statement in subsequent periods:
Actuarial gains/(losses)
Impact from asset ceiling regarding pensions
Tax

14
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
1 JANUARY – 30 JUNE

DKK million

Note

Operating profit before other items
Operating profit before other items from discontinued operations
Depreciation and amortisation
Share-based payments
Changes in working capital
Changes in provisions, pensions and similar obligations
Other expenses paid
Interest received from companies within the ISS Group
Interest received, external
Interest paid to companies within the ISS Group
Interest paid, external
Income taxes paid
Payments related to royalties
Cash flow from operating activities
Acquisition of businesses
Divestment of businesses
Acquisition of intangible assets and property, plant and equipment
Disposal of intangible assets and property, plant and equipment
(Acquisition)/disposal of financial assets
Cash flow from investing activities

Total cash flow
Cash and cash equivalents at the begining of the period
Total cash flow
Foreign exchange adjustments
Cash and cash equivalents at 30 June

YTD 2016

2,273
3
326
24
(1,831)
(137)
(154)
16
16
(14)
(203)
(414)
(1,314)

2,190
12
339
23
(1,536)
(81)
(65)
12
22
(8)
(149)
(382)
(1,317)

8

(1,409)

(940)

9

(1,677)
252
(379)
24
(19)

(25)
(15)
(323)
42
20

(1,799)

(301)

2,345
(555)
-

62
(543)
(3)

1,790

(484)

10

8

Other financial payments, net
Payments (to)/from companies within the ISS Group, net
Dividends paid to non-controlling interests
Cash flow from financing activities

YTD 2017

8

(1,418)

(1,725)

4,272

4,510

(1,418)
(83)

(1,725)
(72)

2,771

2,713
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
1 JANUARY – 30 JUNE

30 June
2017

30 June
2016

20,022
1,520
916
339

18,968
1,499
978
397

18,818
1,555
861
350

Non-current assets

22,797

21,842

21,584

Inventories
Trade receivables
Tax receivables
Receivables from companies within the ISS Group
Other receivables
Cash and cash equivalents
Assets classified as held for sale

299
11,761
257
1,367
2,036
2,771
1,644

290
11,527
218
1,560
1,805
2,713
1,958

276
11,307
222
2,233
1,922
4,272
1,625

Current assets

20,135

20,071

21,857

Total assets

42,932

41,913

43,441

2,333

2,936

2,078

12

8

10

2,345

2,944

2,088

14,918
1,518
979
195

14,902
1,966
857
269

14,897
1,638
794
256

Non-current liabilities

17,610

17,994

17,585

Loans and borrowings
Trade payables
Tax payables
Other liabilities
Provisions
Liabilities classified as held for sale

7,306
3,199
255
11,375
282
560

5,434
3,026
264
11,526
173
552

6,510
3,990
339
12,316
187
426

Current liabilities

22,977

20,975

23,768

Total liabilities

40,587

38,969

41,353

Total equity and liabilities

42,932

41,913

43,441

DKK million

Note

31 December
2016

ASSETS
Intangible assets
Property, plant and equipment
Deferred tax assets
Other financial assets

12

13

EQUITY AND LIABILITIES
Total equity attributable to the owner of ISS Global A/S
Non-controlling interests
Total equity
Loans and borrowings
Pensions and similar obligations
Deferred tax liabilities
Provisions

14

13
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
1 JANUARY – 30 JUNE

Attributable to the owner of ISS Global A/S
YTD 2017
DKK million

Equity at 1 January

Note

Share Retained
capital earnings
180

1,662

Translation
reserve
236

Non-controlling
Total interests
2,078

10

Total
equity
2,088

Net profit
Other comprehensive income

-

587
(16)

(316)

587
(332)

2
(0)

589
(332)

Comprehensive income

-

571

(316)

255

2

257

Changes in equity

-

571

(316)

255

2

257

180

2,233

(80)

2,333

12

2,345

180

2,090

711

2,981

10

2,991

Equity at 30 June

YTD 2016
Equity at 1 January
Net profit
Other comprehensive income

-

698
(275)

(468)

698
(743)

1
0

699
(743)

Comprehensive income

-

423

(468)

(45)

1

(44)

Dividends paid to non-controlling interests

-

-

-

-

(3)

(3)

Transactions with the owner

-

-

-

-

(3)

(3)

Changes in equity

-

423

(2)

(47)

180

2,513

Equity at 30 June

(468)
243

(45)
2,936

8

2,944
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1

SIGNIFICANT ACCOUNTING POLICIES

The condensed consolidated interim financial statements of ISS Global A/S for the period 1 January - 30 June 2017 comprise ISS
Global A/S and its subsidiaries (together referred to as "the Group"), associates and joint ventures.
STATEMENT OF COMPLIANCE
The condensed consolidated interim financial statements have been prepared in accordance with IAS 34 "Interim Financial Reporting"
as adopted by the EU and additional requirements of the Danish Financial Statements Act.
Except as described below, the accounting policies applied by the Group in these condensed consolidated interim financial statements
are consistent with those applied by the Group in its consolidated financial statements as at and for the year ended 31 December
2016. A full description of the Group's accounting policies is included in the consolidated financial statements for 2016.
CHANGES IN ACCOUNTING POLICIES
With effect from 1 January 2017, the Group has implemented:
•
•
•

Amendments to IAS 12 "Income Taxes": Recognition of Deferred Tax Assets for Unrealised Losses
Amendments to IAS 7 "Financial Instruments: Disclosures": Disclosure Initiatve
Parts of Annual Improvements to IFRSs 2014-2016 Cycle

The adoption of these standards and interpretations did not affect recognition and measurement for 2017.

2

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of interim financial statements requires management to make judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets and liabilities, income and expenses. Actual results may differ from these
estimates.
Except for the judgements and estimates commented upon in the notes of these condensed consolidated interim financial statements,
the significant judgements made by management in applying the Group's accounting policies and the key sources of estimation
uncertainty were the same as those that applied to the consolidated financial statements as at and for the year ended 31 December
2016.

3

SEASONALITY

The operating margin before other items is typically lowest in the first quarter of the year and increasing quarter by quarter to reach the
highest level in the fourth quarter of the year. Cash flow from operations tends to be lower in the first quarter of the year due to a
number of cash payments relating to, among other things, pension contributions, insurance premium payments, holiday payments and
the payment of bonuses earned in the prior year. Cash flow from operations becomes increasingly positive throughout the year and is
usually highest in the fourth quarter of the year, when revenue recognised in the third quarter of the year is collected.
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4

SEGMENT INFORMATION

REPORTABLE SEGMENTS
ISS is a global facility services company, that operates in 74 countries and delivers a wide range of services within the areas
cleaning, support, property, catering, security and facility management.
Operations are generally managed based on a geographical structure in which countries are grouped into four regions. The regions
have been identified based on a key principle of grouping countries that share market conditions and cultures. However, countries
with limited activities which are managed by the Global Corporate Clients organisation are excluded from the geographical
segments and combined in a separate segment called "Other countries".
The segment reporting is prepared in a manner consistent with the Group's internal management and reporting structure. Segment
revenue, costs, assets and liabilities comprise items that can be directly referred to the individual segments.
Transactions between reportable segments are made on market terms.
Total
reportable
segments

YTD 2017
Northern
Europe

Asia &
Pacific

15,374

12,485

7,438

4,163

51

39,511

Operating profit before other items 2)

840

759

551

130

1

2,281

Operating profit

500

335

415

11

1

1,262

Total assets

18,584

14,038

7,811

5,576

13

46,022

Total liabilities

10,610

8,060

3,478

4,296

10

26,454

DKK million

Revenue 1)

Continental
Europe

Americas

Other
countries

Total
reportable
segments

YTD 2016
Northern
Europe

Asia &
Pacific

14,919

13,224

7,213

3,457

Operating profit before other items 2)

737

856

486

Operating profit

400

535

373

Total assets

18,510

13,715

7,486

Total liabilities

10,861

7,752

3,586

DKK million

Revenue 1)

Continental
Europe

Americas

Other
countries

49

38,862

124

(1)

2,202

(41)

(1)

1,266

3,780

12

43,503

2,396

11

24,606

1) Including
2)

internal revenue which due to the nature of the business is insignificant and is therefore not disclosed.
Excluding Other income and expenses, net, Royalty, Goodwill impairment and Amortisation/impairment of brands and customer contracts.

RECONCILIATION OF OPERATING PROFIT
DKK million

YTD 2017

YTD 2016

Operating profit for reportable segments
Unallocated corporate costs
Unallocated other income and expenses, net

1,262
(8)
(1)

1,266
(12)
-

Operating profit according to the income statement

1,253

1,254
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5

SHARE-BASED PAYMENTS

SHARE BASED INCENTIVE PROGRAMMES
Long-Term Incentive Programme (LTIP) On 2 March 2017, new performance-based share units (PSUs) were granted under the
LTIP to members of the EGM of ISS A/S (EGMB and Corporate Senior Officers of the Group) and other senior officers of the Group.
The programme is described in the consolidated financial statements for 2016. The number of PSUs granted was 693,671. In April
2017, additional PSUs were granted to adjust for the distribution of ordinary dividends as adopted at the annual general meeting of
ISS A/S on 30 March 2017. The number of additional PSUs granted was 18,046. Like for previous grants under the LTIP, the PSUs
are subject to achievement of certain performance targets the following three years and will vest on the date of the third anniversary of
the grant. Upon vesting, each PSU entitles the holder to receive one share at no cost.
LTIP 2017

Total PSUs granted
Number of participants
Number of PSUs expected to vest at grant date
Fair value of PSUs expected to vest at grant date, DKK million

711,717
152
354,531
102

LTIP 2014 In March 2017, the LTIP 2014 programme vested and the participants received shares in ISS A/S at no cost. Based on the
annual EPS and TSR performances for 2014, 2015 and 2016, 96% of the granted PSUs, equal to 799,350 PSUs, vested. After this
vesting, no further PSUs are outstanding under the LTIP 2014 and the programme has lapsed.
DEFERRED BONUS PROGRAMME
In March 2017, the remaining 50% of the restricted share units (RSUs) equal to 25,993 RSUs, which were granted in settlement of the
deferred bonus awarded under the Group's annual bonus programme for the financial year 2014, were converted into shares in ISS
A/S. Each RSU entitles the holder to receive one share. After this conversion, no further RSUs are outstanding.
For further information please refer to note 6.2 in the consolidated financial statements for 2016.

6

OTHER INCOME AND EXPENSES, NET
YTD 2017

YTD 2016

Gain on divestments
Other

72
3

1
-

Other income

75

1

Loss on divestments
Restructuring projects
Acquisition and integration costs

(212)
(107)
(25)

(41)
(46)
(2)

Other expenses

(344)

(89)

Other income and expenses, net

(269)

(88)

DKK million

Gain on divestments mainly related to the divestment of the Group's activities in Iceland and the real estate administration activities
in Sweden.
Loss on divestments mainly comprised the remeasurement of the business classified as held for sale in the Northern Europe region.
In 2016, the loss mainly related to the divestment of the Group's activities in Greenland and adjustments to prior years' divestments,
most significantly the landscaping business in France.
Restructuring projects mainly related to the continued implementation of GREAT across the Group and adjustments of the business
platform in Brazil. The costs primarily comprised redundancy payments, termination of leaseholds and relocation costs as well as
contract termination costs and related labour claim costs in Brazil. In 2017, costs mainly related to Brazil, Norway, France, the
Netherlands, Denmark, the USA and Belgium. In 2016, costs mainly related to Brazil, Spain, Portugal, Finland, China and Belgium.
Acquisition and integration costs mainly related to Guckenheimer in the USA and Evantec in Germany and mainly comprised
financial and legal fees to advisors as well as costs incurred as a consequence of the integration.
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7

GOODWILL IMPAIRMENT
YTD 2017

YTD 2016

Impairment losses derived from divestment of businesses

11

44

Goodwill impairment

11

44

DKK million

Impairment losses derived from divestment of businesses related to the the divestment of ISS Kloak- & Industriservice, the
Danish sewage and industrial services business. In 2016, impairment losses related to the divestment of the Group's activities in
Greenland.

IMPAIRMENT TESTS
The Group performs impairment tests on intangibles1) annually and whenever there is an indication that intangibles may be impaired.
The annual impairment test is performed as per 31 December based on financial budgets approved by management covering the
following financial year.
At 30 June 2017, the Group performed a review for indications of impairment of the carrying amount of intangibles. It is management's
opinion that there are no significant changes to the assumptions applied in the impairment tests presented in note 4.6 in the
consolidated financial statements for 2016.
1) Intangibles

cover the value of goodwill, brands and customer contracts.
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8

DISCONTINUED OPERATIONS

In June 2017, management decided to initiate sales processes for the Group's activities in Argentina and Uruguay, which are operated
as a regional cluster. The decision was based on a strategic review of the Group’s activities in the Americas region with the conclusion
that the two countries are no longer considered as strategic to the Group. It is management’s assessment that the sales processes
will be finalised within a year.
As a result, the Group’s activities in Argentina and Uruguay have been classified as held for sale and as discontinued operations. This
means that assets and liabilities are presented in separate lines in the statement of financial position. Comparative figures for 2016
have not been restated.
The discontinued operations are also shown separately in the income statement and the comparative figures have been restated.
In the statement of cash flows, cash flows from discontinued operations are included in cash flow from operating, investing and
financing activities together with cash flows from continuing operations.
Net profit/(loss) from discontinued operations consists of the following:
DKK million

YTD 2017

YTD 2016

Revenue
Expenses

233
(230)

233
(221)

3

12

Other income and expenses, net
Goodwill impairment
Amortisation/impairment of brands and customer contracts

(48)
(16)
(1)

0

Operating profit from discontinued operations

(62)

12

Financial expenses, net

(10)

(10)

Profit/(loss) before tax from discontinued operations

(72)

2

(2)

(2)

(74)

(0)

YTD 2017

YTD 2016

Cash flow from operating activities

(44)

(1)

Cash flow from investing activities

(3)

(3)

Cash flow from financing activities

0

(1)

Operating profit before other items from discontinued operations

Income taxes
Net profit/(loss) from discontinued operations

Cash flows from discontinued operations are included in the statement of cash flows with the following amounts:
DKK million
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9

ACQUISITIONS

The Group completed three acquisitions during 1 January - 30 June 2017 (none during 1 January - 30 June 2016).

Company/activity

Country

Service type

Guckenheimer
Evantec
SIGNAL

USA
Germany
Denmark

Food service company
Technical and building services
Workplace management

Consolidated in
the income
statement

Percentage
interest

May
January
February

100%
100%
100%

Total
1)

Annual
Number of
revenue 1)
1)
(DKK million) employees

2,300
352
30

3,200
800
30

2,682

4,030

Unaudited financial information.

GUCKENHEIMER
On 28 April 2017, ISS acquired 100% of the shares in Guckenheimer, a leading US food services company, with an estimated annual
revenue of approximately DKK 2,300 million and 3,200 employees in 33 states. The purchase price (on a debt and cash free basis)
amounted to DKK 1,584 million.
During the period 28 April to 30 June 2017, Guckenheimer contributed revenue of DKK 427 million and operating profit before other
items of DKK 17 million. Acquisition-related costs of DKK 12 million have been included in Other income and expenses, net.
The acquisition supports our strategic aim of strengthening our catering capabilities in North America. Thus, goodwill added on
acquisition is attributable mainly to 1) catering expertise, 2) synergies mainly by enhancing self-delivery possibilities, 3) platform for
growth primarily within IFS, and 4) assembled work force.
Based on the provisionally determined fair values of net assets, goodwill amounted to DKK 1,242 million. Goodwill is not expected to
be deductible for income tax purposes.

EVANTEC
On 1 January 2017, ISS acquired 100% of the shares in Evantec, a technical and building services company in Germany. The annual
revenue is estimated at DKK 352 million based on expectations at the time of the acquisition. During the first six months of 2017,
Evantec contributed revenue of DKK 161 million and operating profit before other items of DKK 11 million. Number of employees
taken over was approximately 800.
Acquisition-related costs of DKK 5 million have been included in Other income and expenses, net.
The acquisition supports our strategy by strengthening our German technical and building services capabilities. Thus, goodwill added
on acquisition is attributable mainly to: 1) technical expertise, 2) synergies mainly by enhancing self-delivery possibilities, 3) platform
for growth primarily within IFS, and 4) assembled work force.
Based on the provisionally determined fair values of net assets, goodwill amounted to DKK 98 million. Goodwill is not expected to be
deductible for income tax purposes.
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9

ACQUISITIONS (CONTINUED)

ACQUISITION IMPACT

DKK million

YTD 2017

YTD 2016
Total
acquisitions

Guckenheimer
Enterprises, Inc.

Other
acquisitions

Total
acquisitions

56
273
84
249
110
(172)
(8)
(250)

15
5
75
28
(49)
(68)

56
288
89
324
138
(221)
(8)
(318)

Brands
Customer contracts
Other non-current assets
Trade receivables
Other current assets
Pensions, deferred tax liabilities and other provisions
Other non-current liabilities
Other current liabilities

-

342

6

348

-

Goodwill

1,242

262

1,504

-

Consideration transferred
Cash and cash equivalents in acquired businesses

1,584
-

268
(20)

1,852
(20)

-

Cash consideration transferred

1,584

248

1,832

-

Fair value of net assets acquired

Contingent and deferred consideration
Changes in prepaid purchase price
Acquisition of businesses (cash flow)

1,584

(89)
(66)
93

(89)
(66)
1,677

25
25

ACQUISITIONS SUBSEQUENT TO 30 JUNE 2017
The Group completed no acquisitions in the period 1 July to 31 July 2017.
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10

DIVESTMENTS

The Group completed five divestments during 1 January - 30 June 2017 (one during 1 January - 30 June 2016).

Company/activity

Country

Service type

ISS Kloak- & Industriservice
Security
ISS Hotels Iberia
ISS Iceland
Real estate administration

Denmark
Ireland
Spain
Iceland
Sweden

Sewage and industrial services
Security services
Support services
Country exit
Support services

Total
1)

Excluded
from the
income
statement

Percentage
interest

January
March
April
May
July

100%
Activities
Activities
100%
100%

Annual
Number of
revenue 1)
1)
(DKK million) employees

209
43
43
194
66

159
263
24
743
75

555

1,264

YTD 2017

YTD 2016

Unaudited financial information.

DIVESTMENT IMPACT
DKK million

Goodwill
Customer contracts
Other non-current assets
Current assets
Loans and borrowings
Other non-current liabilities
Other current liabilities

85
5
111
80
(37)
(16)
(53)

17
14
(3)
(18)

Fair value of net assets disposed

175

10

72
40

(40)
3

287

(27)

28

4

Cash consideration received

315

(23)

Contingent and deferred consideration
Divestment costs paid, net of tax

(1)
(62)

41
(33)

Divestment of businesses (cash flow)

252

(15)

Gain/(loss) on divestment of businesses, net
Divestment costs, net of tax
Consideration received
Cash and cash equivalents in divested businesses

DIVESTMENTS SUBSEQUENT TO 30 JUNE 2017
The Group completed no divestments in the period 1 July to 31 July 2017.
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11

PRO FORMA REVENUE AND OPERATING PROFIT BEFORE OTHER ITEMS

Assuming all acquisitions and divestments during 1 January - 30 June 2017 were included/excluded as of 1 January, the effect on
revenue and operating profit before other items is estimated as follows:
YTD 2017

YTD 2016

Revenue recognised in the income statement
Acquisitions
Divestments

39,490
833
(144)

38,854
(28)

Pro forma revenue

40,179

38,826

DKK million

Operating profit before other items recognised in the income statement
Acquisitions
Divestments

2,273
41
(9)

2,190
1

Pro forma operating profit before other items

2,305

2,191

For the purpose of estimating pro forma revenue and operating profit before other items, adjustments relating to acquisitions and
divestments are based on estimates made by local ISS management in the respective jurisdictions in which the acquisitions and
divestments occurred at the time of acquisition and divestment, or actual results where available. Synergies from acquisitions are not
included for periods in which the acquisitions were not controlled by the Group. The estimates are based on unaudited financial
information.
These adjustments and the computation of total revenue and operating profit before other items on a pro forma basis are presented for
informational purposes only. This information does not represent the results the Group would have achieved had the divestments
during the year occurred on 1 January. In addition, the information should not be used as the basis for or prediction of any annualised
calculation.
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12

INTANGIBLE ASSETS

DKK million

Goodwill

Brands

Customer
contracts

Software
and other
intangible
assets

Total

2017
Cost at 1 January
Foreign exchange adjustments
Acquisitions
Additions
Divestments
Disposals
Reclassification to Assets classified as held for sale

19,656
(355)
1,504
(135)
(29)

56
-

4,304
(122)
288
(31)
(8)

1,452
(19)
5
104
(84)
(17)
(2)

25,412
(496)
1,853
104
(250)
(17)
(39)

Cost at 30 June

20,641

56

4,431

1,439

26,567

Amortisation and impairment losses at 1 January
Foreign exchange adjustments
Amortisation
Acquisitions
Impairment losses 1)
Divestments
Disposals
Reclassification to Assets classified as held for sale

(2,119)
13
(27)
50
19

(2)
-

(3,569)
91
(106)
(3)
26
7

(906)
11
(63)
(1)
19
13
2

(6,594)
115
(171)
(1)
(30)
95
13
28

Amortisation and impairment losses at 30 June

(2,064)

(2)

(3,554)

(925)

(6,545)

Carrying amount at 30 June

18,577

54

514

20,022

877

1)

Including impairment loss on goodwill of DKK 16 million recognised in Net profit/(loss) from discontinued operations in connection with remeasurement
of Argentina and Uruguay when classified as held for sale on 30 June 2017.
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13

DISPOSAL GROUPS

At 31 December 2016, assets classified as held for sale comprised three businesses in the Continental Europe, Northern Europe and
Asia & Pacific regions for which sales processes were initiated during previous years. At 30 June 2017, sales processes were still
ongoing and the three businesses continued to be held for sale. In 2017, a reassessment of the fair value of one of the businesses
resulted in an impairment loss of DKK 181 million being recognised in Other income and expenses, net with DKK 212 million and in
Income taxes with DKK (31) million.
During the first six months of 2017, the continued evaluation of our activities has led to the sales process initiation for two additional
businesses in the Americas region, i.e. Argentina and Uruguay. At 30 June 2017, these activities were classified as held for sale, see
note 8, Discontinued operations. These activities were presented in separate line items in the statement of financial position at the
lower of the carrying amount and fair value less costs to sell. The reclassification resulted in an impairment loss of DKK 25 million
being recognised in Net profit/(loss) from discontinued operations.

14

PENSIONS AND SIMILAR OBLIGATIONS

For interim periods, the Group’s defined benefit obligations are based on valuations from external actuaries carried out at the end of
the prior financial year taking into account any subsequent movements in the obligation due to pension costs, contributions etc. up
until the reporting date. For interim periods, actuarial calculations are only updated to the extent that significant changes in applied
assumptions have occurred. Based on an overall analysis carried out by management it is determined whether updated actuarial
calculations should be obtained for interim periods.
At 30 June 2017, the overall evaluation carried out by management resulted in no updated actuarial calculations being obtained as it
is management's opinion that there are no significant changes to the assumptions applied at year-end 2016. Consequently, no
actuarial gains or losses are recognised at 30 June 2017.
At 30 June 2017, a net pension gain of approximately DKK 60 million was recognised related to a decrease in benefits in Continental
Europe due to a plan amendment.

15

CONTINGENT LIABILITIES

GUARANTEE COMMITMENTS
Indemnity and guarantee commitments (mainly towards public authorities and insurance companies) at 30 June 2017 amounted to
DKK 457 million (31 December 2016: DKK 478 million).
PERFORMANCE GUARANTEES
The Group has issued performance guarantee bonds for service contracts with an annual revenue of DKK 1,767 million (31 December
2016: DKK 1,791 million) of which DKK 1,323 million (31 December 2016: DKK 1,316 million) were bank-guaranteed performance
bonds. Such performance bonds are issued in the ordinary course of business in the service industry to guarantee towards our
customers satisfactory completion of work in accordance with service contracts.
DIVESTMENTS
The Group makes provisions for claims from purchasers or other parties in connection with divestments and representations and
warranties given in relation to such divestments. Management believes that provisions made at 30 June 2017 are adequate. However,
there can be no assurance that one or more major claims arising out of the Group's divestment of companies will not adversely affect
the Group's activities, results of operations and financial position.
LEGAL PROCEEDINGS
The Group is party to certain legal proceedings. Management believes that these proceedings (many of which are labour-related
cases incidental to the business) will not have a material impact on the Group's financial position beyond the assets and liabilities
already recognised in the statement of financial position at 30 June 2017.
RESTRUCTURINGS
Restructuring projects, e.g. related to implementation of the strategic initiative GREAT, have been undertaken across different
geographies and service areas. Labour laws especially in Europe include restrictions on dismissals and procedural rules to be
followed. The procedures applied by ISS could be challenged in certain jurisdictions resulting in liabilities. Management believes that
this would not have a material impact on the Group's financial position beyond the assets and liabilities already recognised in the
statement of financial position at 30 June 2017.
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RELATED PARTIES

PARENT AND ULTIMATE CONTROLLING PARTY
The sole shareholder of ISS Global A/S, ISS World Services A/S, has controlling influence in the Group and is wholly owned by ISS
A/S (the ultimate parent).
KEY MANAGEMENT PERSONNEL
The Board of ISS A/S and the EGM of ISS A/S are considered the Group's key management personnel as defined in note 6.1 in the
consolidated financial statements for 2016.
Apart from remuneration, including Long-Term Incentive Programmes, there were no significant transactions with members of the
Board and the EGM during the first six months of 2017.
1)

The EGM comprise the Executive Group Management Board (the EGMB) and Corporate Senior Officers of the Group.

17

SUBSEQUENT EVENTS

Other than as set out elsewhere in these condensed consolidated interim financial statements, we are not aware of events
subsequent to 30 June 2017, which are expected to have a material impact on the Group’s financial position.
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THE ISS REPRESENTATION AROUND THE GLOBE

The ISS Group was founded in Copenhagen in 1901 and has grown to become one
of the world’s leading Facility Services companies. ISS offers a wide range of
services such as: Cleaning, Catering, Security, Property and Support Services as
well as Facility Management. Global revenue amounted to DKK 79.1 billion in 2016
and ISS has more than 492,000 employees and activities in more than 70 countries
across Europe, Asia, North America, Latin America and Pacific, serving thousands
of both public and private sector customers.
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