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Spotless has been providing cleaning and laundry
services to the Olympic Dam site in South Australia
for the last 14 years. Spotless recently extended its
relationship with BHP Billition with a four-year
facilities management contract covering above
ground and underground services.

This site contains the largest single global uranium
deposit and also contains copper, gold and silver. An
underground mine and above ground plant produces
and processes these valuable natural resources.

Itis an extensive site with about 450 kilometres
of underground tunnels and an 800 metre deep
mine shaft.

Anglo American RESOURCES

FACILITY ASSET
MANAGEMENT | MAINTENANCE

Spotless has been providing facilities maintenance
services throughout the Pilbara region in West
Australia for the last five years.

The Pilbara is a large region of Western Australia
known for its vast supply of mineral deposits,
particularly iron ore. Spotless’ contract for the
provision of facilities maintenance with Rio Tinto in
the Pilbara region has been extended by three years.

Rio Tinto’s iron ore operation in Western Australia,
where Spotless is engaged, is spread across five
major areas including Karratha/Dampier, Wickham,
Tom Price, Paraburdoo and Pannawonica. Spotless
manages Rio Tinto’s residential dwellings, offices,
community buildings and workshops in both the
townships, mine, rail and port sites. A workforce of
230 employees with the majority who fly in and fly
out of the townships manage the contract.

As necessary, subcontractors and specialist suppliers
assist to deliver against the contract.
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that Spotless has a positive impact on its clients,
shareholders and people into the future...

o

Sustainable and safe work practices ensure




Sustainability at Work

Spotless takes a broad and

Being sustainable influences
long-term view of sustainability how Spotless designs and

Spotless embeds sustainable
work practices to enhance

through informed and balanced delivers products and services, shareholder returns, deliver

decision making processes,
considering Environmental,
Social and Governance
(ESG) aspects.

A DIVERSE WORKFORCE

Spotless operates in thousands of regional and
urban cities across Australia and New Zealand
employing over 35,000 staff together with over
5,000 employees in Europe, the USA and Asia.

A diverse workforce that is truly reflective of the communities in
which Spotless works is of utmost importance.

Many thousands of talented people are employed with a diversity of
perspectives, skills, experience, relationships, ethnicity, gender, age,
sexual preference and disability.

In 2011 Spotless adopted a diversity policy to drive productivity and
team performance (see Spotless website at www.spotless.com).
Sitting under the policy is a strategy to guide daily decisions.

This aligns with the framework recommended by the ASX Corporate
Governance Council.

A diversity manager will be appointed in 2012 to continue to build
Spotless’ diversity performance.

employs people, purchases

goods and services, engages
with local communities and
manages the environment.

client outcomes, foster a safe
workplace and enduring
supplier and local community
relationships.

WOMEN AT WORK

Spotless was one of only three top performing
companies profiled as an ASX200 Blue Ribbon
company in the Equal Opportunity for Women in
the Workplace Agency: 2010 Australian Census of
Women in Leadership.

The award recognised Spotless for having 25 per cent or more women
board directors and women in executive roles.

The Spotless Board and the executive team each comprise 30 per cent
women. This reflects the focus on the composition of the Board and
leadership team as part of Spotless’ transformation strategy.

At Spotless, women currently occupy 18.5 per cent of general manager
roles. More broadly, more than 50 per cent of Spotless employees
are women.

This is partly because at an operational level Spotless offers a wide
variety of working arrangements for both men and women who are
also balancing family responsibilities.
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Spotless monitors progress on a daily basis. In the last financial
year, the Group’s Reportable Injury Frequency Rate (RIFR) reduced
by 12.4 per cent.

In 2010, Spotless adopted the internationally recognised injury
and illness classification system implemented by the United
States’ Occupational Safety & Health Administration (OSHA). This
achieves a consistent framework for reporting safety performance
and benchmarking.

Spotless is also preparing for Australian OH&S legislation changes
planned to be effective from January 2012. New legislation will see
Commonwealth, state and territory government health and safety laws
harmonised across each jurisdiction.

Therefore, Spotless has developed a staff awareness program and
reviewed safety standards and processes that underpin Australian/NZ
Safety Standard AS/NZ4801.

ABORIGINAL AND TORRES STRAIT

ISLANDER ENGAGEMENT

Aboriginal and Torres Strait Islander (ATSI) employment is a key
measure of Spotless’ workplace diversity. In the past 12 months
Spotless engaged 107 ATSI employees and Spotless celebrated

20 years of partnership with the Federal Government's Indigenous
Employment Program.

Recognising that procurement can also support sustainable
employment and engagement outcomes, Spotless is now seeking
to provide greater business opportunities to indigenous suppliers
through its membership of the Australian Indigenous Minority
Supplier Council.

CASE STUDY

RIO TINTO ARGYLE DIAMOND MINE
CONTRACT

Spotless has set a target to employ 25 per cent Aboriginal employees
by year two of its Rio Tinto Argyle Diamond Mine service contract. In
July 2011, not quite one year into the contract, Spotless had reached a
figure of 37 per cent, significantly exceeding its target.

The key elements of the successful results are:

1. Gainingtrust. Spotless’ Aboriginal co-ordinator travels within a
600 kilometre radius, meeting with local communities and elders,
introducing the Contract Manager and seeking mutual trust and
respect with local communities.

2. Being more approachable. Spotless holds regular informal local
community familiarisation sessions so that Aboriginal people
better understand job roles.

3. Gradual work introduction. Prospective employees attend work
sites with or without family members, and connect with local
community members already working on-site, followed by a brief
trial period and employment offer. This iterative approach builds
on mutual trust and respect.

Spotless is proud to have received a client award acknowledging
its Indigenous engagement work at Argyle Diamond Mine

and is seeking to provide future employment and contracting
opportunities for Aboriginal and Torres Strait Islander people.




TRADES TRAINING FOR LONG TERM
UNEMPLOYED PEOPLE

LITERACY AND NUMERACY

Spotless works with a number of clients and suppliers to recruit and
train long-term unemployed people. Together with the New South
Wales and New Zealand (NZ) Governments, Spotless is building
career pathways for long-term unemployed public housing residents
who receive trade-based training in order to deliver maintenance
services for the upkeep of local public housing dwellings. These
programs are excellent examples of what can be achieved with
socially responsible partnerships.

CASE STUDY

LONG TERM UNEMPLOYED
PROGRAM

Spotless is helping to develop strong communities in NZ by bringing
long term unemployed people back into the workforce. This initiative
grew out of Spotless’ contract with Housing NZ. The NZ Ministry of
Social Development assists with funding the eight week trades course,
while Spotless provides work experience and training.

After receiving his Spotless trades’ certificate, Spotless found
work for course participant Misipalema Tuala (Misi). He had
been unemployed for two years. Misi is now working as a skilled
groundsman at a local school.

“Having this job means a lot to me and my family,” Misi said. “l can
provide for my own family and help my extended family. This is the job
I love doing. I've learned how to carry out carpentry, electrical work
and maintenance.”
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Spotless has been the chair organisation of the NZ Department of
Labour Skills Highway Workplace Literacy Forum from 2009 to 2011.
During this time Spotless has developed a highly successful NZ
workplace training program called Stepping Stones which aims to
improve reading, writing, listening, speaking, mathematics, customer
service, communication, health and safety and team work. Over 200
employees have now completed the program.

As a major employer in NZ, Spotless has worked closely with
government and the education sector to improve literacy levels while
helping staff feel more confident at work, with their families and in
their wider communities. The program has been delivered to Spotless
staff working within a range of locations including public and private
hospitals as well as the NZ Parliament.

Stepping Stones graduate, Kaline Ah Ken

CASE STUDY
LITERACY PROGRAM

Employee feedback on the Spotless Stepping Stones’ literacy and
numeracy program has been overwhelmingly positive. Employees
are reporting wider family benefits beyond the workplace including
helping their children with school work. Others have started on a
pathway to undertake further training and qualifications.

For example, one capable employee in Whangarei Hospital who had
spent her youth raising her seven young siblings at the expense of her
own education has now successfully completed the Stepping Stones’
program. The course focuses on providing literacy and numeracy skills
to boost confidence, communication and participation.



ENVIRONMENT

One of Spotless’ key environmental goals is to work with clients to
help them better manage energy and water consumption while also
boosting recycling and waste-stream programs. Successful client-
facing programs include Braiform garment hanger re-use programs,
Laundry Services’ water recycling strategies and Cleaning Services’
recycling management.

To help meet stakeholder needs around ESG disclosure, Spotless has
voluntarily participated in the globally recognised Carbon Disclosure
Project (CDP) for the past three years. The project focuses on the
disclosure of greenhouse gas emissions, water use and climate change
strategies. Spotless has achieved strong performance improvements
since its initial participation and will publicly disclose its results in the
next reporting cycle.

As a company that purchases over $1 billion in goods and services
each year, Spotless recognises the opportunity to contribute towards
a sustainable supply chain. During the year, Spotless participated

in a United Nations sustainable supply chain accreditation

program (UNEP-FI).

The public debate on the taxation of carbon and trading of emissions
will continue. Irrespective of the outcome, Spotless will continue

to drive energy efficiency within its own operations and to support
clients’ sustainability strategies.

CASE STUDY

FLEMINGTON GREEN FIELDS
PROGRAM

Under its Cleanevent brand, Spotless delivers cleaning, recycling,
waste management, project management and logistics to the
Victoria Racing Club (VRC). Spotless is proud to be a Green Fields
foundation partner, assisting the VRC to implement its Green Fields
environmental sustainability program. Notably:

> In support of the VRC, Cleanevent has more than doubled
Flemington’s recycling rate with no contamination (62 per cent of
waste in 2010 compared with 28 per cent in 2008).

> Asa VRC Spring Racing Carnival caterer Spotless, through its
boutique catering brand EPICURE, supports the Club’s work by
distributing surplus fresh and edible food from the Melbourne
Cup Carnival to the Second Bite charity. In 2011 just over 3,000
nutritious meals were delivered to local charities; food that would
otherwise go to landfill.

TRAINING & DEVELOPMENT

A critical problem facing governments and organisations is the high
dropout rate of apprentices, an alarming industry average running at
approximately 50 per cent.

Spotless is one of Australia’s largest private sector employers. To
ensure a sustainable and talented workforce Spotless invests many
millions of dollars into skills training for employees. At the end of the
2011 financial year, 1,375 employees were enrolled in an Australian
apprenticeship.

Spotless’ learning and development has a long history of benefiting
individuals and the overall economy by:

> Training 10,000 people in the last five years to certificate level
or above.

> Achieving a 63 per cent apprentice chef completion rate against a
44 per cent industry average.

CASE STUDY

TONY DISHES UP A CAREER

At just 18 years of age, EPICURE MCG final year apprentice Tony
Kulafi, has built an impressive, award-winning resume thanks to the
Spotless mentoring program.

In 2010 Tony and colleague Rosemary Utteridge won the coveted
Spotless Culinary Award and travelled to high profile New York-based
venues to further hone their credentials. In 2011 Tony then won the
critically acclaimed Thierry Marx Career Development Award.

Tony’s first goal is to finish his apprenticeship. “Mum and dad let me
leave school early, but only if | agreed to finish my apprenticeship.
My chances of getting work were initially slim as | left school at the
age of 15. | worked very hard during my work trial at The Arts Centre,
and then moved to ZINC at Federation Square before completing

my training at the MCG. | don’t want to stop — | want to get to the
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Wendy Field
Group General Manager
Managed Services

Mel Sutton
Group General Manager
Laundry Services

André Carstens
Chief Financial Officer

Anthony Stevens

Chief Information Officer

Tim Sexton
Group General Manager
Food Services

Nick Ente
Chief Executive Officer
Braiform (Retailer Services)

Michael Givoni
Group General Manager
Development

Rowan Wilkie
Group General Manager
Public Affairs

SPOTLESS GROUP LIMITED > 2011 ANNUA‘I7

SENIOR MANAGEMENT

Julianne Page
Group General Manager
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Hamish Cook
Group General Manager
International Services

Amber McDougall
Group General Manager
Human Resources
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Marcia English
Group General Manager
Marketing




BCom, MBA, FAICD. Age: 68

Chairman,
Independent Non-Executive
Director

Peter was appointed as a Non-
executive Director of Spotless Group
Limited on 8 December 2006 and was
subsequently appointed Chairman

of the Board on 9 February 2007.

He is Chairman of the Strategy

and Operational Risk Committees,
and a member of the Governance

& Nominations and the Human
Resources Committees.

Peter has extensive commercial
experience and knowledge gained
through his current and previous roles.
Peter is Chairman of OneSteel Limited,
Colonial Foundation Limited and
Orygen Youth Mental Health Research
Centre. He is also a Director of The
Australian Ballet and The Haven
Foundation Limited.

Peter’s previous roles included
Managing Director and Chief Executive
Officer of Mayne Group Limited,
Managing Director and Chief Executive
Officer of the Colonial Group Limited,
Chairman of the State Bank of New
South Wales, Deputy Chairman of
Newcrest Mining Limited, Executive
Director of Downstream Oil &
Chemicals and Executive Director, Coal
& Metals for Shell Australia Limited,
and Director Austen & Butta Limited,
Chairman of CARE Australia and
Director of CARE International.

Listed Company Directorships outside
of Spotless Group Limited during the
last three years:

> OneSteel Limited — Director since
23 October 2000.

BEc, CA. Age: 57
Executive Director

Josef was appointed as an Executive
Director of Spotless Group Limited

on 25 February 2008. He is a member
of the Operational Risk, Information
Technology and Strategy Committees.

Josef joined Spotless Group Limited

in April 2007 when he was appointed
Group General Manager, Strategy
Development & Communication,

later adding Chief Executive

Officer of Retailer Services to his
responsibilities. He was appointed
Deputy Managing Director on 25
February 2008 and Managing Director
and Chief Executive Officer of Spotless
Group Limited on 2 July 2008.

Josef has held a number of senior
roles spanning a broad range of
industries ranging from Marketing
Planning Manager to Managing
Director and Chief Executive

Officer and in areas of Retail Sales

& Marketing, Operations, Supply
Chain Management, Procurement,
Information Technology and Corporate
Strategy with companies such as Shell
Australia, Shell Oil Houston and Royal
Dutch Shell — The Hague, Tattersalls
and Pacific Dunlop.

Listed Company Directorships outside
of Spotless Group Limited during the
last three years: - Nil

BSc, FAICD. Age: 69

Independent Non-Executive
Director

Alan was appointed as a Non-
executive Director of Spotless

Group Limited on 20 June 2008.

He is Chairman of the Information
Technology Committee and a member
of the Audit, Finance & Risk and

the Occupational Health Safety &
Environment Committees.

Alan has extensive international
experience across four continents in
roles as a Director, Senior Executive,
Consultant and Business Developer
within the Information Technology
and Finance sectors. Alan has also
advised major Australian and Asian
Groups on their international business
expansion activities.

Alan is currently Chairman of
Superpartners Pty Ltd and Credit
Union Australia Limited, and a Director
of Colonial Foundation Limited.

Alan was formerly a Director of
Dragon Mountain Gold Limited, Albany
Capital Pty Limited, Hancock Victorian
Plantations Limited and Scarborough
Group Pty Ltd (from 1 October 2010 —
23 February 2011).

Listed Company Directorships outside
of Spotless Group Limited during the
last three years:

> Dragon Mountain Gold Limited —
Director from 15 May 2007 —
8 October 2009.

BCom, FCA, FAICD. Age: 56

Independent Non-Executive
Director

Bronwyn was appointed as a
Non-executive Director of Spotless
Group Limited on 23 May 2007. She
is Chairman of the Audit, Finance &
Risk Committee, and a member of
the Occupational Health Safety &
Environment and the Information
Technology Committees.

Bronwyn is a Chartered Accountant
and is a Director of QIC Limited,

Care Australia, Royal Automobile

Club of Queensland, Gold Coast 2018
Commonwealth Games Bid Limited,
Collins Foods Limited, CFG Finance Pty
Limited and other unlisted companies.
She is a Councillor of the Queensland
Division of the Australian Institute of
Company Directors.

Bronwyn was formerly Chairman of
Queensland Rail, and a Director &
Councillor of Bond University, Director
of Colorado Group Limited, Brisbane
Marketing Pty Ltd and Taylors Group
Limited, and a Partner at KPMG.

Listed Company Directorships outside
of Spotless Group Limited during the
last three years:

> Taylors Group Limited (listed on
the New Zealand Stock Exchange)
— Director from 21 February 2008 —
9 December 2009

> Collins Foods Limited (listed on
4 August 2011) — Director since
10 June 2011.



BE, FIE Aust, CP Eng, FAICD.
Age: 67

Independent Non-Executive
Director

Dean was appointed as a Non-
executive Director of Spotless Group
Limited on 23 May 2007. He is Chairman
of the Occupational Health Safety

& Environment Committee and a
member of the Human Resources

and Governance & Nominations
Committees.

Dean is a Civil Engineer and is a
Director of 0z Minerals Limited and
OneSteel Limited. He is currently
Chairman of Steel & Tube Holdings
Limited, a New Zealand listed
company in which OneSteel holds a
50.3% interest.

Dean was previously Chairman of
ICS Global Limited, a Director of
Railcorp, Zinifex Limited, Eraring
Energy and Chief Executive Officer of
Baulderstone Hornibrook.

Listed Company Directorships outside
of Spotless Group Limited during the
last three years:

> OneSteel Limited — Director since
October 2000

> 0z Minerals Limited — Director
since June 2008

> Steel & Tube Holdings Limited
(listed on New Zealand Stock
Exchange) — Director since
May 2005

> Zinifex Limited — Director from
March 2004 — August 2008.

BA(Hons), LLB, FAICD. Age: 61

Independent Non-Executive
Director

Elizabeth was appointed as a
Non-executive Director of Spotless
Group Limited on 20 June 2008.

She is Chairman of the Human
Resources Committee, and a member
of the Audit, Finance & Risk and

the Occupational, Health, Safety &
Environment Committees.

Elizabeth has held a number of
leadership roles in Australia’s private
and public sectors working across
local, State and Federal Government
and the oil and banking industries.
She has held senior positions in the
Victorian Government and was CEQ of
the City of Melbourne.

Elizabeth is Chairman of Nestle
Australia Limited, Nestle Australia
Limited Advisory Board and Bank of
Melbourne Board (formerly known
as St George Bank (Victoria) Advisory
Board). She is a Director of Perpetual
Limited, Insurance Manufacturers
Australia Pty Ltd, Queensland Trustee
Pty Ltd, Sinclair Knight Merz Pty Ltd
and Sports Australia Hall of Fame.
She is also a member of the Advisory
Council atJPMorgan.

Elizabeth was formerly a Director
of Non-Profit Australia Limited
and a Special Commissioner
(Anti-Corruption) for the Victorian
Government.

Listed Company Directorships outside
of Spotless Group Limited during the
last three years:

> Perpetual Limited — Director since
16 January 2006.

LLB (Hons), FinstD. Age: 65

Independent Non-Executive
Director

Geoff was appointed as a Non-
executive Director of Spotless Group
Limited on 8 July 1996. He is Chairman
of the Governance & Nominations
Committee and a member of the
Audit, Finance & Risk and the
Strategy Committees.

Geoff's current roles include Chairman
of Lion Nathan National Foods Pty
Limited, a Director of Suncorp Group
Limited, The Todd Corporation Limited,
Heartland New Zealand Limited and
other unlisted companies. He is also

a Consultant to Russell McVeagh
Solicitors of New Zealand and

has extensive legal expertise and
commercial experience.

Geoff was formerly Chairman of
Taylors Group Limited, a Director
of Laytons Linen Hire Limited and
Southern Cross Building Society.

Listed Company Directorships outside
of Spotless Group Limited during the
last three years:

> Lion Nathan Limited — Director from
13 June 1988 — 21 October 2009

> Taylors Group Limited — Director from
13 January 1992 — 9 December 2009

> Suncorp Group Limited — Director
since 20 March 2007

> Heartland New Zealand Limited
(listed on New Zealand Stock
Exchange) — Director since
5 January 2011.

BA, LLB, ACIS. Age: 48
Company Secretary

Sharyn was appointed Company
Secretary of Spotless Group Limited
effective from 20 January 2010. Sharyn
was Company Secretary, OneSteel
Limited from 2008 - 2009 and Board
Executive and Company Secretary,
AMP Limited from 2005 — 2008. She
previously held a number of legal and
compliance roles within the financial
services industry.

André Carstens B.Com (Hons), CA
joined Spotless Group on 24 April
2007. He is Chief Financial Officer and
was also sole Company Secretary prior
to Sharyn Page’s appointment. He

has continued as additional Company
Secretary. He has responsibility for
Group Finance & Administration. He
was most recently Group Director

— Strategic Development of Aviva
Australia Limited, a major financial
services group, and was previously
Chief Executive Officer of The Gribbles
Group Limited.

André has held senior finance and
general management positions with
several large organisations including
Colonial First State and Avanteos
and is a member of the Institute of
Chartered Accountants in Australia.
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This report outlines the corporate
governance framework adopted
by the Board of Spotless Group
Limited (“Spotless”).

The Board is committed to
achieving effective and prudent
corporate governance practices for
the Spotless Group of Companies.
Spotless supports the Australian
Securities Exchange Corporate
Governance Council’s Corporate
Governance Principles and
Recommendations, and sets out in
this report Spotless’ compliance
with those Principles.

Spotless is listed on the Australian
Securities Exchange (ASX) and on
the New Zealand Exchange (NZX).
Itis registered as a dual listed
entity in New Zealand, in
accordance with Rule 5.1.6 of the
NZX Listing Rules. As a dual listed
entity, Spotless is exempt from
compliance with various NZX
Listing Rule requirements which
are detailed in Appendix 17 of the
NZX Listing Rules.

The governance practices detailed
in this report were in place
throughout the reporting period
and as at the date of this report.
The Board regularly reviews and
evaluates its governance practices
as set out in this report to ensure
ongoing effectiveness.

Shareholders may view the
governance practices at the
Corporate Governance section
of the Company’s website
(www.spotless.com) under the
Investor Centre.

In accordance with the
Constitution, the business of
Spotless is to be managed by the
Directors who may exercise all
the powers of the Company as are
not, by the Corporations Act 2001,
or by the Constitution, required to
be exercised by the Company in
general meeting.

The Board is responsible for the
overall corporate governance of the
Company. The Board Charter defines
the primary role of the Board to be
to protect and enhance shareholder
value by striving for above-average
financial and non-financial
performance whilst managing risks
faced by the Company.

The Board carries out this role
through exercising the following
functions:

« selecting and appointing
the Managing Director and
setting the remuneration and
conditions of employment for
the role;

* setting and reviewing
objectives, goals and strategic
direction for the Company
with a view to maximising
shareholder value;

e authorising the annual budget
and supervising financial
performance;

 overseeing the establishment
of adequate controls and
appropriate monitoring of
financial and non-financial
compliance;

e ensuring the establishment
of high business standards,
ethical conduct and fostering
a culture of compliance and
accountability;

e promoting the Company to,
and communicating effectively
with key stakeholders to assist
them in understanding the
Company’s priorities, goals and
strategic direction;

* approving and monitoring
the progress of major
capital expenditure, capital
management and acquisitions
and divestments;

* monitoring the performance
of management in accordance
with the core values, operating

style, strategic priorities and
Spotless’ Code of Conduct;

e overseeing an executive
management succession plan;

« delegating authority in a
transparent and appropriate
manner to senior executives;

 ensuringa diverse and effective
Board with appropriate
operating standards and
procedures for the Board and its
Committees;

 ensuring that the principal
business risks have
been identified and the
implementation and monitoring
by management of a framework
to manage these risks;

¢ ensuring the Company acts
legally and responsibly on all
matters; and

* ensuring proper and timely
financial and governance
reporting to shareholders.

All Directors must conduct
themselves in accordance with the
relevant law and best corporate
practice. In particular, to ensure
that they comply with each of the
following principles:

« Directors act in the best interests
of Spotless as a whole and with
honesty and in good faith;

 Directors use care and
diligence when carrying out
their duties as Directors and
act in a way that recognises
that their primary duty is to
the shareholder of Spotless
whilst appropriately taking into
account the interests of other
stakeholders;

 Directors do not make
improper use of their position
as Directors or of information
obtained from their position;

« Directors do not allow any
personal conflicts of interest or
the interests of any associate or
related party to interfere with
their duty to Spotless;

 Directors do not engage in
conduct which is likely to attract
undue negative publicity to
Spotless or is likely to damage
the Company’s reputation;

e Each individual Director has
an ongoing responsibility
to exercise sound rational
judgement and independence

of mind and to take all
reasonable steps to make
proper enquiries when making
decisions on behalf of Spotless;

* Directors recognise and respect
the confidential nature of
information to which they are
privy in the course of exercising
their duties and agree to
honour the confidentiality of
that information; and

 Consistent with these principles,
Directors seek to ensure that
Spotless operates ethically,
safely and profitably in the
interest of all stakeholders.

The Directors may appointa
Managing Director for the period
and on the terms they deem fit.

The Directors have conferred

on the Managing Director all

the powers of management of
Spotless. The Managing Director
is accountable to the Directors for
the management and control of
the affairs of the Company and
its related bodies corporate and
is responsible for the day-to-day
decision making and ensuring
the implementation of Board
approved strategy.

Spotless operates under a strict
regime of delegated authority
levels determined by the Board,
which set out the limits of
authority for management.

Management is regularly involved
in Board discussion and Directors
have opportunities for contact with
a wider group of management

and staff, which includes visits to
Spotless operations.

Under the Spotless Constitution,
the Board may delegate its
responsibility to Committees.
The Board has established seven
Committees as set out on pages
341035.

The Board has established a Board
Charter and Board Committee
Charters. These provide a reference
point for Directors, employees and
investors in understanding Spotless’
approach to the processes,
performance measures, values and
ethical standards which govern
Directors and employees.



The Board Charter for Spotless sets
out the:

e powers and responsibilities of
the Board;

» matters specifically reserved to
the Board and those delegated
to the Managing Director; and

* corporate governance
procedures aimed at ensuring
the effective operation of the
Board.

The Charters are reviewed
annually by the Governance &
Nominations Committee and are
published on the Spotless website.

All Directors receive a formal letter
of appointment from the Chairman
which sets out the matters listed

in ASX Corporate Governance
Recommendation 1.1.

New Directors also receive a copy
of the Board Charter and Corporate
Governance Guidelines, Spotless
Constitution and copies of key
financial documents.

The induction of new Directors

is overseen by the Chairman. In
addition to receiving briefings
from the Chairman, new Directors
are provided with materials that
outline their obligations and
rights as individual Directors

and as members of the Board

and Board Committees and the
responsibilities of management.
They are also provided with
information and briefings from
management to support and
assist them in understanding
Spotless and its financial, strategic,
operational and risk management
position and the culture and
values of the Company. The Board
induction process involves the
following activities:

« individual briefings with the
Chairman and Managing
Director to discuss expectations
and responsibilities;

« attendance at briefing sessions
convened by the Secretary
which include presentations
on the business by executive
management;

e provision of a comprehensive
package of briefing materials in
relation to the Company; and

e asappropriate, visits to Spotless

facilities and meetings with
management.

Briefings on specialist areas of
the business are arranged for
Directors and Directors are kept up
to date with developments in the
industry. Directors are encouraged
to visit Spotless facilities and meet
with management to gain a better
understanding of the business
operations of the Company.
Directors attended several site
visits during the year.

The composition of the Board is
reviewed regularly in relation

to the appropriate mix of skills,
expertise and diversity, to assist
with the achievement of the
Company’s strategic direction.
The Chair will be an independent
Director and will be precluded
from filling the role of Chief
Executive Officer while he or she
is the chair. Succession planning
is an ongoing function of the
Chairman and the Board.

The Governance & Nominations
Committee (see page 34)

has been delegated the
responsibility to review and make
recommendations to the Board
regarding Board composition, and
to assist in relation to the Director
nomination process.

In considering new appointees

to the Board, consideration

is given to the ability of the
appointee to contribute to the
ongoing effectiveness of the
Board, to exercise sound business
judgement and to contribute to
the development of the strategic
direction of the Company.

The Spotless Board consists of
seven Directors, six Non-Executive
Directors and the Chief Executive
Officer, who is a non-independent
Executive Director. The Board

will regularly assess whether
each Non-Executive Director is
independent and each Non-
Executive Director will be required
to provide to the Board all
information that may be relevant
to this assessment. Details of

each Director’s qualifications,
directorships of other listed
companies within the past

three years, experience, date

of appointment, independent
status and other responsibilities
are given on pages 39 to 40 of
this report.

Each Non-Executive Director

has been assessed by the Board
as an independent Director. For
these purposes an independent
Director is a Non-Executive Director
whom the Board considers to

be independent of management
and free of any business or other
relationship that could materially
interfere with the exercise of
unfettered and independent
judgement.

Directors must ensure that they
disclose any material contract,
relationship or interest in
accordance with the Corporations
Act 2001 and Spotless policies.
Details of any such matters are set
out in the financial statements and
this report. Directors must strictly
adhere to the constraints on their
participation and voting in relation
to matters in which they may

have an interest in accordance
with the Corporations Act 2001
and Spotless policies.

Each Director may be involved
with other companies or
professional firms which may from
time to time have dealings with
Spotless. Relevant dealings are
reported in the note to this report
(recording related party dealings)
as required by law. Directors
must inform the Chairman before
accepting any new appointments
to any Boards.

The Governance & Nominations
Committee facilitates the

review of Board and Committee
performance. This Committee
examines the Board’s composition
and achievements, and makes
recommendations to the full Board
regarding the appropriate mix of
skills and experience at the Board
table from time to time. External
advisors will be engaged to assist
these processes as necessary.

Matters considered in the
assessment may include:

¢ the effectiveness of discussion
and debate at Board and
Committee meetings;

« the effectiveness of the
Board’s (and Committees’)
processes and relationship with
management;

* the quality and timeliness
of meeting agendas, Board
and Committee papers and
secretariat support; and

* the composition of the Board
and each Committee, focusing
on the blend of skills and
experience.

The performance of individual
Directors is assessed against a
range of criteria which may include
the ability of a Director to:

* consistently take the
perspective of creating
shareholder value;

* contribute to the development
of strategy;

* understand the major risks
affecting the business;

 provide clear direction to
management;

* contribute to Board cohesion;

e commit the time required to
fulfil the role; and

« listen to and respect the
ideas of fellow Directors and
members of management.

A review of Board performance in
meeting stakeholder expectations
was conducted by the Board
during the reporting period, led
by the Chairman. The Chairman
reviewed individual Director
performance with each Director
during the reporting period.

A detailed Remuneration Report
isincluded as part of this Annual
Report. The report details the
basis of remunerating Directors,
management and employees.

Remuneration details of each
Director and relevant senior
management is contained in the
Remuneration Report on pages
41to 51

The Constitution provides that

the total amount of Directors’
remuneration (excluding the
Managing Director’s) must not
exceed the amount set by the 2007
general meeting (currently $1.6
million). The amount paid to each
Director is to be determined by
agreement of the Directors.



The Constitution provides that,

if a Director provides additional
duties at the request of the other
Directors, the Company may pay
additional remuneration to that
Director as determined by the
other Directors.

A Director is entitled under the
Constitution to be reimbursed

out of the funds of the Company
for reasonable travelling,
accommodation and other
expenses which are incurred while
on business for the Company.

In order to assist Directors in
fulfilling their responsibilities,
each Director has the right (with
prior approval of the Chairman)
to seek independent professional
advice at the expense of the
Company. The advice received is
made available to the Board.

The following Committees have
been established to assist the
Board in the effective discharge of
its duties:

e Audit, Finance & Risk
Committee;

» Strategy Committee;
* Human Resources Committee;

* Occupational Health, Safety &
Environment Committee;

» Governance & Nominations
Committee;

e Operational Risk Committee;
and

 Information Technology
Committee.

In addition to these Committees,
from time to time the Board
may delegate powers to special
purpose Committees created in
accordance with the Company’s
Constitution.

Each Committee has a Charter
approved by the Directors setting
out the membership, functions
and reporting obligations of the
Committee. Committee meetings
are held in accordance with the
relevant Committee Charter or
as required.

The membership of each
Committee is set out on page 36.

Atable outlining the number of
Board and Committee meetings
held during the reporting period,
together with the attendances at
those meetings, is set out in the
Directors Report on page 40.

Minutes from each Committee
meeting are circulated with
subsequent Board papers and

any Committee recommendations
adopted by the Board are recorded

in the Directors’ minutes of meeting.

The Managing Director and
relevant senior management may
be invited to attend Committee
meetings at the request of the
Committee. Directors have a
standing invitation to attend all
Committee meetings. During the
year, Directors attended a number
of Committee meetings where they
were not members.

Details of each of the Committees
are provided below. Committee
Charters are available on the
Spotless website.

The Audit, Finance & Risk
Committee is comprised of four
independent Non-Executive
Directors. Directors will be
appointed to the Audit, Finance
& Risk Committee having regard
to their qualifications, experience
and knowledge of the industry in
which the company operates.

The purpose of the Audit, Finance
and Risk Committee is to assist
the Board in fulfilling its statutory
and fiduciary duties relating

to the external reporting of
financial information, the internal
control and risk management
framework, the independence
and effectiveness of audit and
compliance with laws, regulations
and internal policies.

The Audit, Finance & Risk
Committee meets at least four
times each year. In February the
Committee meets to consider the
half yearly accounts and in August
the Committee meets to consider
the annual accounts. In May and
November the Committee meets
to principally consider risk and
compliance matters.

Executives attend meetings of
the Committee by invitation.

In addition, the internal and
external auditors may be invited
to attend Committee meetings at
the request of the Committee. The
Committee also meets at least once
a year with the Internal Auditor
and External Auditor without
executives being present.

The responsibilities of the
Committee are to:

* review the Company’s financial
statements and any significant
financial accounting and
reporting issues;

¢ assess information from
internal and external auditors
which affects the quality of
financial reports;

* review the appointment,
performance and independence
of the external audit, including
monitoring the engagement
of the external auditors to
undertake non—audit services,
agree external audit fees,
review the external audit plan;

« facilitate and monitor open
communication between
internal and external auditors,
the Committee and the Board;

e monitor processes for
managing and assessing key
risks and identifying changes
to the Company’s risk profile,
the adequacy of the risk
management system and risk
management practices;

e assess the performance and
independence of the internal
auditors;

e approve the annual internal
audit plan;

 review internal and external
audit reports to ensure that,
where significant deficiencies
in controls or procedures have
been identified, management
takes prompt remedial action
and reports to the Board as
appropriate;

e assess the adequacy of
insurance cover and make
recommendations to the Board;

* monitor management’s
framework and processes for
compliance with laws and
regulations, industry codes and
company policies;

¢ monitor relevant tax matters
(including tax compliance

procedures) and report to the
Board as required;

* review post implementation
audits of major capital projects;
and

* monitor funding commitments
and availability.

To the extent required to carry out
its responsibilities effectively, the
Audit, Finance & Risk Committee
will be provided with the rights of
access to management, rights to
seek explanations and additional
information and access to the
internal and external auditors.

The Governance & Nominations
Committee is comprised of three
independent Non-Executive Directors
and meets as and when required.

The responsibilities of this
Committee are to:

* review the corporate
governance procedures of the
Company and any statement
on corporate governance and
recommend changes to the
Board as appropriate, including
overview of the annual review
of all Committee Charters;

e assess the necessary and
desirable competencies of
Board members;

* review Board succession
planning (including the
Managing Director);

* review and recommend
strategies and policies
regarding diversity to the Board
and annually review progress
against these;

 ensure that there is an
appropriate process for
evaluation of the Board
performance; and

» recommend new nominees for
membership of the Board.

In forming its recommendations
to the Board in relation to
appointments, the Governance &
Nominations Committee considers
matters including:

e the skills, knowledge and
experience necessary to allow it
to meet the strategic vision for
the business;

e the skills, knowledge
and experience currently



represented and the
opportunity for diversity;

* any skills, knowledge and
experience not adequately
represented and agrees the
process necessary to ensure a
candidate is selected that brings
those traits; and

e how Board performance
might be enhanced, both atan
individual Director level and for
the Board as a whole.

To the extent necessary to perform
its functions, the Governance &
Nominations Committee will be
provided with access to adequate
internal and external resources,
including access to advice from
external consultants or specialists
where necessary.

The Strategy Committee is
comprised of two independent
Non-Executive Directors and an
Executive Director and meets as
and when required.

The Committee assists the Board

in fulfilling its responsibilities
relating to the supervision of any
significant acquisition, development
or divestment opportunities, and
providing guidance to management
during negotiations as necessary.
In addition, the Committee assists
the Board in supervising the
development and implementation
of the corporate strategy for the
Company.

The Human Resources Committee
is comprised of three independent
Non-Executive Directors and
meets as necessary, but at least
twice each year.

The Committee purpose of the
Human Resources Committee is to
assist the Board fulfil its statutory
and fiduciary duties relating to
remuneration and employment
practices that fairly and responsibly
recognise employees based

on business objectives, legal
obligations and high standards

of corporate governance. The
responsibilities of this Committee
are to:

 oversee remuneration policies
and practices for employees and
senior management;

* review the remuneration of
Non-Executive Directors and
the Managing Director and CEO
and recommend any changes to
the Board;

 recommend to the Board
the target levels of incentive
remuneration and performance
objectives for short and long
term incentive schemes for the
Managing Director and CEO and
assess performance against
these objectives;

* review and approve the
remuneration framework and
remuneration packages for
senior executives;

* review and approve
target levels of incentive
remuneration and performance
objectives for senior executive
participation in short and long
term incentive schemes and
participation in these schemes
and approve awards after
reviewing performance against
these objectives;

* advise the Board in relation to
share plans;

* oversee succession planning for
senior executives; and

 oversee superannuation and
related legislation across the
Group.

The Committee engages external
consultants as and when
required to assist it in fulfilling its
responsibilities.

The Occupational Health, Safety
& Environment Committee is
comprised of four independent
Non-Executive Directors and

meets at least four times each year.

The Committee’s role relates to
occupational health, safety and
environment (OHS&E) matters.
The responsibilities of this
Committee are to:

* monitor and review
effectiveness of the Company’s
OHS&E policies;

* monitor compliance with
legal obligations and OHS&E
policies;

e monitor and review adequacy of
OHS&E management systems;

e monitor and review internal
and external audit coverage
for all major OHS&E risks
and review outcomes and
responses;

 report to the Board on workers
compensation insurance and
related management processes;

e review investigations of
significant OHS&E incidents
and actions to prevent re-
occurrence;

¢ monitor and review OHS&E
performance;

 review management approach
to changes in OHS&E
legislation and regulations,
community expectations and
technology;

e monitor and review
management of workers
compensation and related
return to work progress;

 report to the Board on key
OHS&E environmental issues
and areas of focus within the
Group.

The Operational Risk Committee

is comprised of one independent
Non-Executive Director, an Executive
Director and the Chief Financial
Officer. It meets as required.

The Operational Risk Committee
focuses on particular operational
and business risks referred to

the Committee by the Board. The
duties of the Committee in respect
of these risks include to:

* monitor and report to the Board
on the critical operational and
business risks;

 ensure monitoring, review
and audit coverage for the
operational and business risks
are appropriate; and

« initiate any investigations or
review of processes that are
deemed appropriate for any
specific critical risk.

The Information Technology
Committee is comprised of two
Non-Executive Directors and an
Executive Director and meets at
least four times each year.

The Information Technology
Committee assists the Board

in the effective discharge of its
responsibilities in relation to
information technology matters.

The Committee responsibilities
are to:

» monitor and report to the Board
as appropriate on the adequacy
of technology systems;

« evaluate and advise the Board
on the long-term Information
Technology strategy for Spotless
and ensure alignment with the
Spotless Business Strategy;

* assess the prioritisation and
monitor progress of major
Information Technology
projects;

* assess and review all major
Information Technology
risks and the effectiveness of
disaster recovery planning
and Information Technology
security;

* review major Information
Technology project post-
implementation assessments
and ensure IT regulatory and
licensing compliance; and

* review internal audit reports
of Information Technology
systems.
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The Board is committed to uphold
the highest standards of corporate
and personal conduct. Spotless
also recognises that its reputation
is paramount in the development
of the Company. To facilitate

a culture of ethical behaviour,

the Board has approved a Code

of Conduct (“The Code”) which
provides a framework by which all
Spotless employees must operate.

The Code, is provided to all
Directors, officers, managers

and staff (“employees”) and
outlines the required standard of
conduct that all employees must
adhere to and commits them to
high standards of conduct and
compliance with the law.

Under the Code, all employees are
required to:

e comply with the law;
e act honestly and with integrity;

e not place themselves in
situations that may create
conflicts of interest;

 use Spotless’ assets responsibly
and in the best interests of
Spotless; and

e be responsible and accountable
for their actions.

¢ The Code of Conduct is available
on the Spotless website.

Directors and employees are
encouraged to be long-term
holders of the Company’s shares.
The Company has a policy on
insider trading which prohibits
short term trading in the
Company’s shares.

All employees are prohibited from
trading Spotless shares if they

are aware of any price-sensitive
information that has not been
made public. Subject to this,
Company policy permits Directors

and senior management to deal
in Company shares in the 30 day
period from:

* the trading day after the
Company’s annual general
meeting;

* the trading day after release of
the half-yearly announcement
to the ASX and NZX;

* the trading day after release of
the full year announcement to
the ASX and NZX;

o the trading day after release
of a disclosure document
offering equity securities in the
Company; and

o the trading day after the
release of a cleansing
statement by Spotless.

For the avoidance of doubt,
Directors are required to seek
prior approval from the Chairman
and senior management are
required to seek prior approval
from the Managing Director &
Chief Executive Officer before
trading in Company shares at all
times, including within the
trading periods.

The Company’s policies prohibit
speculative financial transactions,
margin loans and hedging

transactions over Company shares.

Current Director shareholdings are
shown on page 82.

The Company’s Securities Dealing
Policy is available on the
Spotless website.

The Board is committed to
providing timely and relevant
disclosure to the market and
other stakeholders. Spotless has
a clearly defined Continuous
Disclosure policy to ensure
compliance with its disclosure

obligations under the ASX
and NZX Listing Rules and the
Corporations Act 2001.

Procedures are in place to support
the policy, including periodic and
immediate reporting protocols.
Responsibility for managing the
policy rests with the Company
Secretary.

Spotless seeks to avoid discussion
with shareholders or investment
analysts during periods of
particular sensitivity. These
“blackout” periods extend from
thirty days prior to the close of
the half and full year accounting
periods to the time of the

interim and full year earnings
announcements.

This policy is subordinate to
the broader obligation to make
disclosures in the interests of a
fully informed market.

The Company’s Continuous
Disclosure policy is available on
the Spotless website.

Spotless is committed to managing
risk to protect its people, the
environment, Company assets
and its reputation as well as to
realise opportunities. A risk and
compliance management control
framework assists Spotless to
operate effectively and efficiently,
achieve business objectives,
ensure reliable reporting and
comply with applicable laws

and regulations.

The Board oversees the
establishment and implementation
of the risk management
framework and policies,

reviews the effectiveness of the
implementation of these and
ensures investors are informed of
material changes to the Company’s
risk profile.

The Board is assisted in this
process through the Audit,
Finance & Risk Committee, the
Operational Risk Committee,

the Information Technology
Committee and the Occupational
Health & Safety Committee by
focusing the Company on risk
oversight and management and
on internal control.

The Board Committees provide
advice and assistance to the
Board on this and report on the
status of the Company’s business
risks through integrated risk
management programs.

These management programs
cover areas such as the
environment, occupational health
and safety, operations, asset
protection, financial reporting and
internal control.

Spotless has internal processes
and procedures that have been
implemented to manage financial
integrity and business, operational
and legal compliance risks. These
processes are supervised by the
Audit, Finance & Risk Committee.

The Chief Executive Officer and
Chief Financial Officer have certified
to the Board prior to signing the
financial statements that:

* the financial statements for
Spotless Group Limited for
the year ended 30 June 2011
present a true and fair view,
in all material respects, of the
Group’s financial condition
and operational results, are in
accordance with the relevant
accounting standards and are
based on financial records that
have been properly maintained;

« the above statement is founded,
in all material respects,



on a sound system of risk
management and internal
compliance and control which
implements the policies
adopted by the Board; and

* the Group’s risk management
and internal compliance and
control system is operating
efficiently and effectively in all
material respects.

This certificate, as well as the
supervision by the Audit, Finance
& Risk Committee, has enabled the
Board to approve the Company’s
financial statements for the year
ended 30 June 2011.

The external audit of Spotless is
governed by the following policy:

* the external auditor must
clearly demonstrate its
independence;

« the external auditor must
not provide services which
are in conflict with the role
of the auditor;

« the quality of the audit must be
reviewed annually;

« the lead audit partner must be
rotated at the end of a period no
longer than five years;

« the appropriateness of
conducting an audit tender
must be reviewed at the end
of a period no longer than five
years; and

« the services and fees provided
by the external auditor must be
fully disclosed.

The Audit, Finance & Risk Committee
is responsible for overseeing the
implementation of this policy.

The external auditor attends the
Annual General Meeting to answer
shareholder questions about

the conduct of the audit and the
preparation and content of the
auditor’s report.

The Board is committed

to transparent and honest
communication with
shareholders. Shareholders

are encouraged to make their
views known to the Company
and to directly raise any matters
of concern.

Shareholders may choose to
access Company information
electronically. Spotless provides
corporate information on its
website (www.spotless.com)
including:

e announcements lodged with
the ASX and NZX;

o the half yearly and full year
financial statements;

e results presentations;

* the Annual Report and Notice
of Annual General Meeting;

* the Chairman’s and Managing
Director’s address to the Annual
General Meeting;

» webcasts of the Annual General
Meeting;

 wehcasts of half year and full
year results presentations; and

* general information on the
Company and its activities.

The Company’s website also has

a Governance section where the
Board and Board Committee
Charters are published along with
other Company policies which may
be of interest to shareholders.

The Annual General Meeting
provides an important opportunity
for shareholders to express their
views and respond to Board
proposals. Shareholders are
encouraged to attend the Annual
General Meeting.

Spotless operates in most regional
and urban cities in Australia and
New Zealand and recruits staff from
thousands of local communities.
Globally, it employs about 40,000
staff in geographies extending to
Europe, the USA and Asia.

Atalented and diverse workforce
is a direct reflection of the quality
and skills of Spotless people and
their diversity of perspectives,
skills, experience, relationships,
ethnicity, gender, age, sexual
preference and disability. It is
key to our competitive advantage
and underpins the sustainability
of our organisation and enhances
our productivity.

Spotless operates under the
following principles:

1. meritocracy — decisions about
recruitment, development,
promotion and remuneration

are based on performance
and capabilities.

2. fairness and equality —
embracing diversity and being
inclusive means Spotless does
not tolerate unlawful discrimi-
nation, bullying, harassment
or victimisation.

3. contribution to the future —
focusing on results for our
people and our business, not
on processes or programs for
their own sake.

4. everyone’s business —
whilst Spotless will develop
some initiatives for identified
groups, we recognise that
workforce diversity is
for everyone at Spotless.
Itis part of the Spotless way
of working to achieve great
results for the business,
customers and communities.

In July 2011 Spotless adopted

a diversity policy, with an
underlying diversity strategy

to guide its daily decisions and
help with its continued focus on
driving productivity and team
performance.

The Spotless Diversity Policy
is available at the Company’s
website at:

www.spotless.com

To ensure the strategy is
monitored and has reporting
milestones, a national diversity
manager is being recruited.

This appointment will also

fulfil reporting requirements
consistent with the ASX Corporate
Governance recommendations.

On one measure of diversity,
Spotless supports reviewing

the proportion of women at

all levels in public and private
sector organisations. It was
particularly pleasing when
Spotless was listed and profiled
on the ASX200 Blue Ribbon List
in the EOWA 2010 Australian
Census of Women in Leadership.
Spotless was recognised because
it had 25 per cent or more women
Board Directors and 25 per cent
or more women Executive Key
Management personnel. Spotless
was one of only three ASX 200
companies to receive this award.

Specifically, the Spotless Board
and the senior executive each
comprise 30 per cent women.
This reflects the recent focus on
the composition of the Board

and leadership team as part of
Spotless’ transformation strategy.

Currently women occupy 18.5 per
cent at General Manager level and
this is an area of continued focus.

More broadly, more than 50 per
cent of Spotless employees are
women. This is partly because
at an operational level Spotless
offers a wide variety of working
arrangements and opportunities
for both men and women

who are also balancing family
responsibilities.

Gender is only one measure of
Spotless’ workforce diversity.

A specific goal is to sustainably
boost employment participation in
local Aboriginal and Torres Strait
Islander communities. Spotless
has been a Corporate Leader for
Indigenous Employment Program
member since 1991.

Spotless has pledged its support
to provide more training,
mentoring and employment
opportunities by becoming

a member of the Australian
Employment Covenant. In the
past 12 months Spotless engaged
107 employees in partnership
with the Federal Government.

Spotless recently reviewed its
engagement strategy to boost
opportunities for hiring additional
staff. The company has had
some measurable success in
placing staff in specific sector
contracts and is looking to
replicate this more widely across
the country. Recognising that
procurement can also support
sustainable employment,
Spotless is now targeting more
business opportunities with
indigenous suppliers through

its recent membership of the
Australian Indigenous Minority
Supplier Council.
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Trades’ Training for Long Term
Unemployed People

Spotless is working with clients
and suppliers to train, skill and
recruit long-term unemployed
people. In partnership with
Governments in two jurisidictions,
Spotless is building career
pathways for long-term
unemployed public housing
residents who receive the
necessary trade-based training

to deliver maintenance services
for the upkeep of public housing
assets. This program has been
recognised as an outstanding
example of socially responsible
procurement. Importantly, it
bolsters a local support network
within local communities.

Literacy and Numeracy
Spotless is the chair organisation
of New Zealand'’s Department of
Labour's Skills Highway Workplace
Literacy Forum from 2009 to 2011.
Over 200 Spotless New Zealand
staff have now benefitted from

a Spotless sponsored program
that aims to improve reading,
writing, listening, speaking,
mathematics, customer service,
communication, health and safety
and team work. As a major New
Zealand employer, Spotless has
worked closely with government
and the education sector to reduce
illiteracy levels while helping staff
feel more confident at work, with
their families and in their wider
communities. The program has
been delivered within Spotless’
linen and laundries and health
services’ divisions (both public
and private) and its cleaning
services division.
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Your Directors are pleased to
present their report for the
financial year ended 30 June

2011. In order to comply with the
provisions of the Corporations Act
2001, the Directors report

as follows:

The following people were
Directors of Spotless Group Limited
during the entire financial year
and up to the date of this report,
unless otherwise stated:

Peter ] Smedley (Chairman);
Josef P Farnik (Managing
Director and Chief Executive
Officer);

Alan E Beanland;

Bronwyn K Morris;

Dean A Pritchard;

Elizabeth M Proust; and
Geoffrey T Ricketts.

Details of the Directors’
qualifications, experience and
responsibilities are set out below.

Peter ] Smedley

BCom, MBA, FAICD. Age: 68
Chairman, Independent Non-
Executive Director

Peter was appointed as a Non-
Executive Director of Spotless
Group Limited on 8 December
2006 and was subsequently
appointed Chairman of the
Board on 9 February 2007. He
is Chairman of the Strategy and
Operational Risk Committees,
and a member of the Governance
& Nominations and the Human
Resources Committees.

Peter has extensive commercial
experience and knowledge

gained through his current and
previous roles. Peter is Chairman
of OneSteel Limited, Colonial
Foundation Limited and Orygen
Youth Mental Health Research
Centre. He is also a Director of The
Australian Ballet and The Haven
Foundation Limited.

Peter’s previous roles included
Managing Director and Chief
Executive Officer of Mayne Group
Limited, Managing Director and
Chief Executive Officer of the
Colonial Group Limited, Chairman
of the State Bank of New South
Wales, Deputy Chairman of
Newcrest Mining Limited,
Executive Director of Downstream
0il & Chemicals and Executive
Director, Coal & Metals for Shell
Australia Limited, and Director

Austen & Butta Limited, Chairman
of CARE Australia and Director of
CARE International.

Listed Company Directorships
outside of Spotless Group Limited
during the last three years:

¢ OneSteel Limited — Director
since 23 October 2000.

Josef P Farnik
BEc, CA. Age: 57
Executive Director

Josef was appointed as an Executive
Director of Spotless Group Limited
on 25 February 2008. He is a
member of the Operational Risk,
Information Technology and
Strategy Committees.

Josef joined Spotless Group
Limited in April 2007 when he
was appointed Group General
Manager, Strategy Development
& Communication, later adding
Chief Executive Officer of Retailer
Services to his responsibilities. He
was appointed Deputy Managing
Director on 25 February 2008

and Managing Director and Chief
Executive Officer of Spotless Group
Limited on 2 July 2008.

Josef has held a number of senior
roles spanning a broad range of
industries ranging from Marketing
Planning Manager to Managing
Director and Chief Executive
Officer and in areas of Retail Sales
& Marketing, Operations, Supply
Chain Management, Procurement,
Information Technology

and Corporate Strategy with
companies such as Shell
Australia, Shell Oil Houston and
Royal Dutch Shell — The Hague,
Tattersalls and Pacific Dunlop.

Listed Company Directorships
outside of Spotless Group Limited
during the last three years: - Nil

Alan E Beanland

BSc, FAICD. Age: 69
Independent Non-Executive
Director

Alan was appointed as a Non-
Executive Director of Spotless
Group Limited on 20 June 2008.

He is Chairman of the Information
Technology Committee and a
member of the Audit, Finance &
Risk, and the Occupational Health
Safety & Environment Committees.

Alan has extensive international

experience across four continents
in roles as a Director, Senior
Executive, Consultant and Business
Developer within the Information
Technology and Finance sectors.
Alan has also advised major
Australian and Asian Groups

on their international business
expansion activities.

Alan is currently Chairman

of Superpartners Pty Ltd and
Credit Union Australia Limited,
and a Director of Colonial
Foundation Limited.

Alan was formerly a Director of
Dragon Mountain Gold Limited,
Albany Capital Pty Limited,
Hancock Victorian Plantations
Limited and Scarborough Group
Pty Ltd (from 1 October 2010 —
23 February 2011).

Listed Company Directorships
outside of Spotless Group Limited
during the last three years:

 Dragon Mountain Gold Limited
— Director from 15 May 2007 - 8
October 2009.

Bronwyn K Morris

BCom, FCA, FAICD. Age: 56
Independent Non-Executive
Director

Bronwyn was appointed as

a Non-Executive Director of
Spotless Group Limited on 23
May 2007. She is Chairman of

the Audit, Finance & Risk
Committee, and a member of the
Occupational Health Safety &
Environment and the Information
Technology Committees.

Bronwyn is a Chartered Accountant
and is a Director of QIC Limited,
Care Australia, Royal Automobile
Club of Queensland, Gold Coast
2018 Commonwealth Games Bid
Limited, Collins Foods Limited and
other unlisted companies. She is

a Councillor of the Queensland
Division of the Australian Institute
of Company Directors.

Bronwyn was formerly Chairman
of Queensland Rail, and a Director
& Councillor of Bond University,
Director of Colorado Group Limited,
Brisbane Marketing Pty Ltd and
Taylors Group Limited, and a
Partner at KPMG.



Listed Company Directorships
outside of Spotless Group Limited
during the last three years:

e Taylors Group Limited
(listed on the New Zealand
Stock Exchange) — Director
from 21 February 2008 —

9 December 2009

o (Collins Foods Limited (listed on
4 August 2011) — Director since
10 June 2011

Dean A Pritchard

BE, FIE Aust, CP Eng, FAICD. Age: 66
Independent Non-Executive
Director

Dean was appointed as a Non-
Executive Director of Spotless
Group Limited on 23 May 2007. He
is Chairman of the Occupational
Health Safety & Environment
Committee and a member of the
Human Resources and Governance
& Nominations Committees.

Deanis a Civil Engineerand is a
Director of 0z Minerals Limited
and OneSteel Limited. He is
currently Chairman of Steel & Tube
Holdings Limited, a New Zealand
listed company in which OneSteel
holds a 50.3% interest.

Dean was previously Chairman of
ICS Global Limited, a Director of
Railcorp, Zinifex Limited, Eraring
Energy and Chief Executive Officer
of Baulderstone Hornibrook.

Listed Company Directorships
outside of Spotless Group Limited
during the last three years:

¢ OneSteel Limited — Director
since October 2000

¢ 0z Minerals Limited — Director
since June 2008

e Steel &Tube Holdings Limited

(Listed on New Zealand Stock
Exchange) — Director since
May 2005

e Zinifex Limited — Director from
March 2004 — August 2008.

Elizabeth M Proust AO
BA(Hons), LLB, FAICD. Age: 60
Independent Non-Executive
Director

Elizabeth was appointed as a
Non-Executive Director of Spotless
Group Limited on 20 June 2008.
She is Chairman of the Human
Resources Committee, and a
member of the Audit, Finance &
Risk and the Occupational, Health,
Safety & Environment Committees.

Elizabeth has held a number of
leadership roles in Australia’s
private and public sectors working
across local, State and Federal
Government and the oil and
banking industries. She has held
senior positions in the Victorian
Government and was CEO of the
City of Melbourne.

Elizabeth is Chairman of Nestle
Australia Limited, Nestle Australia
Limited Advisory Board and Bank
of Melbourne Board (formerly
known as St George Bank
(Victoria) Advisory Board). She is
a Director of Perpetual Limited,
Insurance Manufacturers Australia
Pty Ltd, Queensland Trustee Pty
Ltd, Sinclair Knight Merz Pty

Ltd and Sports Australia Hall of
Fame. She is also a member of the
Advisory Council at JPMorgan.

Elizabeth was formerly a Director
of Non-Profit Australia Limited
and a Special Commissioner
(Anti-Corruption) for the Victorian
Government.

Listed Company Directorships
outside of Spotless Group Limited
during the last three years:

* Perpetual Limited — Director
since 16 January 2006.

Geoffrey T Ricketts

LLB (Hons), FinstD. Age: 65
Independent Non-Executive
Director

Geoff was appointed as a Non-
Executive Director of Spotless
Group Limited on 8 July 1996. He
is Chairman of the Governance

& Nominations Committee and a
member of the Audit, Finance &
Risk and the Strategy Committees.

Geoff's current roles include
Chairman of Lion Nathan National
Foods Pty Limited, a Director of
Suncorp Group Limited, The Todd
Corporation Limited, Heartland
New Zealand Limited and other
unlisted companies. He is also a
Consultant to Russell McVeagh
Solicitors of New Zealand and
has extensive legal expertise and
commercial experience.

Geoff was formerly Chairman of
Taylors Group Limited, a Director
of Laytons Linen Hire Limited and
Southern Cross Building Society.

Listed Company Directorships
outside of Spotless Group Limited
during the last three years:

e Lion Nathan Limited — Director
from 13 June 1988 — 21 October
2009

 Taylors Group Limited —
Director from 13 January 1992
—9 December 2009

 Suncorp Group Limited —
Director since 20 March 2007

Attendance at Board and Committee Meetings between 1 July 2010 and 30 June 2011

 Heartland New Zealand Limited
(listed on New Zealand Stock
Exchange) — Director since 5
January 2011.

Sharyn Page

BA LLB. GradDipACG,
ACIS. Age: 48
Company Secretary

Sharyn was appointed Company
Secretary of Spotless Group
Limited effective from 20 January
2010. Sharyn was Company
Secretary, OneSteel Limited from
2008 - 2009 and Board Executive
and Company Secretary, AMP
Limited from 2005 —2008. She
previously held a number of legal
and compliance roles within the
financial services industry.

Additional Company Secretary

André Carstens B.Com (Hons)

CA joined Spotless Group on 24
April 2007. He is Chief Financial
Officer and was also sole Company
Secretary prior to Sharyn Page’s
appointment. He has continued

as additional Company Secretary.
He has responsibility for Group
Finance & Administration. He was
most recently Group Director —
Strategic Development of Aviva
Australia Limited, a major financial
services group, and was previously
Chief Executive Officer of The
Gribbles Group Limited.

André has held senior finance and
general management positions
with several large organisations
including Colonial First State and
Avanteos and is a member of the
Institute of Chartered Accountants
in Australia.

P ) Smedley 12 12 3 3 5 5 3 3 5 5
| P Farnik 12 12 7 3 3 5 5
A E Beanland 12 11 6 5 5 7 1 1
B K Morris 12 12 6 5 5 7

D A Pritchard 12 12 3 3 5 5 5 5 1 1
E M Proust 12 12 6 5 5 5 5 1 1
G T Ricketts 12 12 6 3 3

Held = Meetings held while a member.

There were no Strategy Committee meetings held during the year. All strategic matters were dealt with at the Board meetings.



The principal activities of the Spotless Group of companies during the
financial year ended 30 June 2011 were the provision of an extensive
range of services and products to the Business, Industry, Healthcare,
Education, Resources, Government and Leisure in Australia and New
Zealand and to garment based Retailers and Manufacturers throughout
the world.

The net consolidated profit of the Spotless Group of companies for the
financial year after income tax expense and outside equity interests was
$42.8 million (2010: $43.0 million).

A review of the operations for the Spotless Group of companies and the
results of those operations for the year ended 30 June 2011 are set out in
the accompanying announcement to the market.

The Directors are not aware of any significant change in the state of
affairs of the Spotless Group of companies that occurred during the
financial year.

There has not been any matter or circumstance that has arisen since

the end of the financial year that has significantly affected, or may
significantly affect, the operations of the Spotless Group of companies,
the results of those operations or the state of affairs of the Spotless Group
of companies in future financial years.

The likely developments in the consolidated entity’s operations are
referred to in the review of operations contained in the accompanying
announcement to the market. The Directors believe, on reasonable
grounds, that reporting further information, including expected future
results, would unreasonably prejudice the interests of the Spotless Group
of companies.

The amounts set out below have been paid by the Company during the
financial year or have been declared by Directors but not paid during the
financial year up to the date of this report.

Final 2010 Dividend

0,
(paid 12 October 2010) 60% 6.0 156
Interim 2011 Dividend

0,
(paid 13 April 2011) 60% >0 131
Final 2011 Dividend 60% 6.0 15.8

(payable 13 October 2011)

The entire unfranked portion of the dividend is ‘conduit foreign income’.
Accordingly the unfranked portion payable to non-residents which would
otherwise be subject to 15% non-resident shareholder’s tax is exempt
from that tax.

The directors of Spotless present the remuneration report which has
been prepared in accordance with the Corporations Act 2001 (cth) and
the Corporations Regulations 2001 and has been audited.

The objective of the Spotless remuneration principles and framework is
to pay market competitive remuneration that will enable the attraction,
development and retention of Directors and executives. For this purpose
market competitive remuneration includes an appropriate part of the
reward mix being related to performance through the achievement of
measurable objectives linked to the creation of value for shareholders.

The Board is responsible for remuneration decisions. To assist, the
Human Resources Committee has the delegated responsibility for
oversight and governance of remuneration.

The Human Resources Committee’s detailed responsibilities are posted in
our Governance Charter and include:

» Reviewing remuneration policies and practices; setting fixed
remuneration amounts ; structure and quantum of awards under the
Short Term Incentive Plan (STI) and Long Term Incentive (LTI) Plans
for executives;

e Spotless superannuation arrangements for executives; and

 The fees for Non-Executive Directors of the Board (within the
aggregate amount approved by shareholders).

The Human Resources Committee, comprising three Non-Executive
Directors, has direct access to independent advice and comparative data
on the appropriateness of remuneration decisions. The Committee makes
recommendations to the Board. The Board makes the final decisions in
relation to the Non-Executive Directors and the Executive Team (defined
below). Attendance at the HR Committee meetings is reported in the table
on page 40.

In this report:

Key Management Personnel (KMP) are those having authority and
responsibility for planning, directing and controlling the activities of
Spotless Group Limited either directly or indirectly, and all the Directors
of Spotless Group Limited (executive and non-executive).

Executive Team comprises the MD & CEO and direct reports to the
MD & CEO.

Remuneration Consultant or Remuneration Advisor means
Egan Associates.

Spotless has a Securities Dealing Policy which precludes directors and
Senior management from trading in Spotless shares at any time if they
are aware of price sensitive information that has not been made public.
Subject to that overriding rule, Directors and Senior Management may
trade in Spotless shares during a four week trading window following:

e The Company’s Annual General Meeting;

 Release of the Company'’s half yearly results announcement to the ASX;
* Release of the Company’s full year results to the ASX; and

e Release of a disclosure document or cleansing notice in relation to an
offering of Spotless securities in the Company.



Directors and Executives are not permitted to limit their risk (hedge) in
relation to Spotless shares received as remuneration in a way that would
interfere with the exposure to market fluctuations. The Spotless Group
Long Term Incentive Plan contains the same restraint.

Directors and Executives are not permitted to take or facilitate margin
loans over Spotless shares for which they have legal title.

Mechanisms are in place with Plan trustees to preclude participants
dealing in Performance rights or shares held in trust without specific
Board approval.

The Spotless Securities Dealing Policy may be viewed on the Spotless
web site.

The MD & CEO has rights to shares under the LTI Share Plan, subject to
performance hurdles being met.

Current shareholding of Directors is shown in Note 29(d) to the
Financial Statements.

This report outlines the Board’s remuneration strategy, the components
of KMP remuneration (executive and non-executive), the link between
performance, reward and details of their remuneration for the year
ending 30 June 2011. The report is divided into the following sections:

a. Remuneration Overview 2010-2011
b. Non-Executive Director Remuneration

¢. Overview of Executive Director and Executive Remuneration
d. Group Performance

e. Executive Service Agreements — Key Term of Employment
Contracts

f.  Details of Executive Remuneration for the Year Ended
30 June 2011

There have been some important initiatives during the year ending

30 June 2011 to ensure the Company is applying appropriate and
contemporary remuneration practices. Whilst these are covered in more
detail in the sections that follow an overview of key developments and
changes is summarised below:

e As committed to at the 2010 AGM the LTI Share Plan was reviewed
by a Board working committee. This review included input from
independent and specialist advisors. The major outcome of this review
was the confirmation that Spotless should continue with the grant of
Performance Rights pursuant to the LTI Share Plan and not revert to an
alternative scheme.

 In addition, the vesting hurdles of the existing Performance Rights
plan were reviewed and the weighting of non-diluted earnings per
share (EPS) and relative total shareholder return (RTSR) were set at
50/50 from 1 July 2011. This means that the Company will have two
variations of the same scheme in place until 30 June 2013.

¢ Individual Non-Executive Directors fees were last adjusted in 2006/07.
These have been reviewed with the involvement of independent and
specialist advisors. The review followed the significant restructuring
of the board finalised in the year 2009/10 and resulted in an increase
to fees to Non-Executive Directors and the introduction of Committee
fees. These changes have been introduced from 1 July 2011and 1
January 2012 respectively for Non-Executive Directors and from 1
January 2012 for the Chairman. Following these changes the aggregate
fees cost of the Board in 2011/12 will be $1,122,500, well below the 2007
shareholder approved ceiling of $1,600,000.

e Priorto a Board resolution on these issues the draft findings of the
Board working committee and the advisor’s recommendations were
shared in March 2011 with a number of our major shareholders to seek
their views. Direct input was also canvassed from proxy advisory firms.

* There were no other items of significance. The performance of the
company was not at Board target levels and as such Short-Term
Incentive (STI) Plan outcomes for executives were well below
target levels. Refer to “Spotless Performance Rights Holdings —
Key Management Personnel” table on page 51 for details of
performance rights that vested during the year under the LTI plan.

The Board seeks to establish Non-Executive Director remuneration at a
level that attracts and retains directors of the highest possible calibre at a
cost that is responsible and acceptable to shareholders.

The structure of the Company’s Non-Executive Director remuneration
is separate from that applicable to executive directors and executives.
Non-Executive Directors’ base remuneration is not linked to Company
performance. Non-Executive Directors are not granted share rights or
options, and do not receive any bonus or other reward in a way that
would detract from their independence and impartiality.

In the determination of remuneration and related arrangements for
Non-Executive Directors, the Human Resources Committee makes
recommendations to the Board for final decision. In fulfilling these
responsibilities the Human Resources Committee engages external
remuneration consultants for independent advice and market
comparative data. This advice takes into consideration the level of fees
paid to Board members of other comparable Australian corporations,
the size and complexity of the Company’s operations, the activities of the
Company, its market capitalisation and the responsibilities and workload
requirements of the Board members.

During the year, Non-Executive Directors’ remuneration comprised fees in
the form of cash and superannuation contributions. The superannuation
contributions are made into complying superannuation funds nominated
by the Non-Executive Directors.

Non-Executive Directors of Spotless receive their annual fee for their
service on the Board and on Committees. All Non-Executive Directors
sit on at least one Committee, and although there is provision in the
Constitution for Non-Executive Directors to be paid for extra services or
special exertion during the year ended 30 June 2011, they were not paid
a separate fee for participation on Committees or for accepting a role of
Committee Chairman.

Table 1. Non-Executive Director fees

Non-Executive Director Fees

Chairman $390,000 p.a.

Member $130,000 p.a.
Committee Fees

Chairman Nil

Member Nil

Fees for Non-Executive Directors have been held constant from July

2007 to June 2011. Following a review of Non-Executive Director fees
involving the Board’s independent and specialist advisor, the fees for
Non-Executive Directors were raised to $135,000 for directors from 1 July
2011 and to $405,000 for the Chairman of the Board from 1January 2012.
Additionally, Committee fees were introduced at $5,000 for members and
$10,000 for Committee Chairmen and these will take effect from 1January
2012. The Chairman of the Board will not receive Committee fees.



Pursuant to the terms of the Company’s Constitution, directors are entitled
to be paid or reimbursed for all travelling and related expenses connected
with their attendance at Board or Committee meetings, or when
conducting other business of the Company.

Table 2. Non-Executive Director fees as from 1 January 2012

Non-Executive Director Fees

Chairman $405,000 p.a.

Member $135,000 p.a.
Committee Fees (per Committee)

Chairman $10,000 p.a.*

Member $5,000 p.a.

* Excluding Board Chairman

From February 2007 to 30 June 2009 Non-Executive Directors were
offered a long-term component of fees that formed part of the total
amount of annually declared directors’ remuneration. This long-term
component was not paid directly to the director but applied (excluding
any mandatory statutory superannuation contributions) to an on market
purchase of shares in the Company. Under the terms of the Plan the
shares purchased are held on behalf of each participating Non-Executive
Director until their retirement from the Board of Directors. Dividends

in respect of these shares are paid at the time that the dividends are

paid to shareholders.

The cost of acquiring shares was expensed at the time of purchase in the
accounts of the Company. This ensured that the cost of providing the long-
term component impacted accounts annually.

Consistent with the goal of maintaining the independence and
impartiality of Non-Executive Directors, the purchase of Plan shares was
not dependent on the satisfaction of any performance condition.

The Non-Executive Share Plan was put into abeyance in 2010
following taxation changes affecting the operation of the existing Plan
Arrangements. Market practice will continue to be monitored regarding
the use of equity based plans for Non-Executive Directors.

This Plan remains in place for the administration of the shares purchased
by Non—Executive Directors prior to 1uly 2009.

The Company’s Constitution permits the payment of a retiring allowance
to Non-Executive Directors who have held office for more than sixty
months (5 years). In 2006 the Board determined that the Non-Executive
Directors’ retiring benefit would be discontinued from 1 July 2006.

It was resolved at the 2006 Annual General meeting that the accrued
entitlements of each Non-Executive Directors’ retiring benefit would
be held by the Company until the director ceased office. Interest
continues to accrue on a monthly basis on these balances and is
included in the Remuneration of Non-Executive Directors table
(Table 3) as “Prescribed Benefits”.

The provision for the accrued Retirement Benefits is set out in Table 3
below (refer also Note 21to the financial statements):

Table 3. Provision for retirement benefits for Non-Executive Directors

G T Ricketts
Total

367,786
367,786

13,288 -
13,288 -

381,074
381,074

Executive Director and Executive remuneration is comprised of the
following elements:

¢ Fixed Annual Remuneration which includes cash and non cash benefits;

 Short Term Incentives (STI) which are bonuses granted on the
achievement of annual performance targets; and

e Long Term Incentives (LTI) which, subject to meeting performance
standards, accrue from participation in the Spotless group executive
securities plans.

The elements of remuneration and the applicable terms covering
participation are incorporated in the employment agreements for each
Spotless executive. Details of the elements are as follows.

Fixed Annual Remuneration

Fixed Annual Remuneration is the aggregate of the various forms of
benefit provided to an executive on an ongoing basis. The predominant
part of fixed remuneration is base salary and executives are able to
apply flexibility in the use of non cash benefits such as superannuation
contributions, motor vehicle leases and salary sacrifice benefits in
accordance with relevant taxation office guidelines.

The value of the benefits included in Fixed Annual Remuneration is set
out under the heading of Short Term Benefits in Table 5.

Fixed Annual Remuneration is reviewed each year (normally in June)

or at the time of significant change in responsibility for an individual
position. To assist in the remuneration review process the Human
Resources Committee separately seeks independent advice from external
remuneration consultants on executive remuneration.

Short-term Incentives

Executives participate in the Short Term Incentive Plan (STI) where
entitlement to an incentive payment is dependent on the achievement of
agreed financial and safety objectives over the 12 month business year.

The potential awards under the STI Plan are based on a market competitive
percentage of Fixed Annual Remuneration for the achievement of target
results, with the potential for an incentive reward of up to a maximum of
two times the target percentage for superior performance.

The incentive criteria for the Managing Director and Chief Executive
Officer and for executives are recommended to the Board by the Human
Resources Committee at the commencement of the business year. Any
incentive awards (if applicable) are approved by the Committee at the end
of the year based on the full year’s results.

For 2013, the performance criteria related to the achievement of specified
financial and safety targets. The emphasis on the achievement of
financial targets is driven by the business imperative to improve financial
performance and embrace revenue, cashflow, earnings and return on
capital targets. The safety component is in support of a program for
company-wide improvement in safety performance in particular injury
frequency rate reduction and risk management.

The financial criteria targets to apply are determined by the Board at the
commencement of the year and advised to the participating executives.
Performance against the targets is measured at the end of the year based
on the audited financial results. Similarly safety targets are determined
and advised to participating executives at the beginning of the year

and performance is measured against results reviewed by the Board
Occupational Health Safety and Environment Committee.

When applicable, the STl awards are normally paid in cash although
individuals may elect to salary-sacrifice into superannuation.



Long-term incentives

During 2011, the company had in place one active (Spotless Group Long
Term Incentive Share Plan) and one passive (Spotless Group Securities
Plan) long term incentive plan.

Spotless Group LTI Share Plan

The LTI Share Plan was established in 2006. The plan provides for annual

grants of Performance Rights to be made based on a 3 year performance
period; with entitlement to vest only in the event company target
performance criteria are achieved at the end of the 3 year period.

Target Performance Criteria

The target performance criteria focus directly on shareholder value i.e.
non-diluted earnings per share (EPS) and relative total shareholder
return (RTSR).

Assessment of Performance against Measures

Vesting for 75% of each grant of Performance Rights is based on EPS
criteria related to growth over 3 years. The EPS growth required and the
potential rewards are set out in the following table.

Vesting Rate 100% of EPS 75% of EPS 50% of EPS
(Potential Award) Component Component Component

Vesting for 25% of each grant of performance rights is based on RTSR
criteria measuring the relative return to shareholders based on the share
price movement and dividends reinvested compared to other entities in
the ASX 100 to 200 companies.

The relative return to shareholders and the potential awards are set out
in the following table.

Vesting Rate 100% of RTSR 50% of RTSR
(Potential Award) Component Component

For performance between the minimum and maximum vesting targets,
vesting is on a straight line sliding scale.

Performance Rights issued under these guidelines will expire in 2013.

In February 2011, a working group meeting of the Board was held to
consider a full market benchmarking review of the Spotless LTI Share
Plan by John Egan of Egan Associates. During March, the Chairman
and the Group General Manager, Human Resources met with major
shareholder representatives and proxy advisory firms. The key points
of the Egan Benchmarking Review were discussed with all parties and
following this, recommendations were made to the Board which the
Board resolved be made to the LTI Plan.

Following the Board Review and consultation process the Scheme was
re-calibrated and for Performance Rights offerings from 1 July 2011 the
performance criteria will be as follows:

50% of each grant of Performance Rights will have the vesting
attributable to EPS growth over the Performance Period.

Earnings Per Share (EPS) is the profit after tax attributable to members
of the Spotless Group divided by the weighted average number of
Spotless Shares on issue during the period.

For the Performance Period 1 July 2011 to 30 June 2014 the EPS measures
and potential awards will be;

Vesting Rate 100% of EPS 50% of EPS
(Potential Award) Component Component

50% of each grant of Performance Rights will have the vesting
attributable to the RTSR over the Performance Period.

RTSR is the relative return to shareholders based on the share price
movement and dividends reinvested in the Performance Period compared
to other entities. An Industrials and Services sub-index of the ASX listings
from 101to 300 has been established by independent valuation specialist
to define an appropriate comparator group incorporating the ASX GICS
sector industrials, a constituency of 35 companies.

The vesting schedule for the Relative Total Shareholder Return
Component will be:

1. 50% of RTSR potential award where Spotless Group is
positioned at the 50" percentile of RTSR; and

2. 100% of RTSR potential award is where Spotless Group is at
the 75 percentile of RTSR.

For the purposes of measuring the Relative Total Shareholder Return
Component, RTSR will be calculated over 10 consecutive trading days,
during a four month period starting 34 months after the commencement
date of the Performance Period or back from 31 August in the final year
of the Performance Period. The relevant 10 consecutive trading day
period will be determined by that which gives the highest level of vesting
achieved during the Performance Period.

Where performance at the end of the Performance Period in either of the
EPS and RTSR components is between the indicated reference points the
vesting rate shall be a straight line scale between the reference points.

Where performance at the end of the Performance Period is in excess of
12% compound EPS growth or the 75" percentile RTSR the vesting rate
shall be limited to 100% for the applicable component.

Where performance at the end of the Performance Period is in less than
5% compound EPS growth or the 50th percentile RTSR the respective
Performance Rights will lapse. The vesting of these Performance Rights
will be in 2014.

Spotless independent advisors provide an independent calculation of the
fair value of the performance rights

Spotless Group Securities Plan (Discontinued Plan)

The Spotless Group Securities Plan was approved by shareholders in
1997. Executive directors and executives were invited to join the plan
which required them to enter into an agreement with the Company for
an interest free loan to purchase shares in accordance with the Securities
Plan rules.

The loan amount is fixed at the issue value regardless of a rise or fall in
the market price of the underlying shares. The full amount of the loan
must be repaid following the termination of employment with Spotless.

The employees receive dividends as they are declared, however they are
not permitted to dispose of the shares until any outstanding loan amount
is repaid.

The plan was closed to further allocations in 2007 but remains in place
for the management of securities and loans on issue to executives. Share
loans to Key Management Personnel (“KMP”) still in place from grants
prior to 2007 are shown in Note 29(c) to the Financial Statements.



A total of 1,496,589 Performance Rights were granted to 12 executives
during the year ended 30 June 2011 under the Spotless Group Long Term
Incentive Share Plan. The value of grants made to Key Management
Personnel under the Plan in 2011 is set out under the column heading
“Share Based Payments” in Table 5. (Refer also to Note 29 to the
financial statements).

The number of Performance Rights that can be issued pursuant to the
plans must not exceed 10% of the issued ordinary shares of the company.
The issued ordinary shares as at 30 June 2011 total 262,766,725. Hence

the maximum number of Performance Rights which may be issued under
the plans is 26,276,672. As at the date of this report there are 3,793,787
Performance Rights on issue under the plans, being 1.44% of issued
ordinary shares.

Financial performance for the past 5 years is indicated by the
following table:

Sales Revenue 2,785 2,511 2,383 2,442 2,569
Profit After Tax

Attributable to Members 428 43.0 h2.1 26.0 473
Earnings before Finance 90.1 85.6 90.1 62.6 85.2

Costs and Income tax

During 2011, dividends of $21.1 million were paid to shareholders.
Spotless Group Limited’s shares traded at $2.12 on 1July 2010 and $2.33
on 30 June 2011

Share price (AUD) 2.33 2.14 2.26 2.59 4.86
Total dividends paid 211 250 320 360 427
($ million)

Mr. J. P. Farnik was appointed to the position of Managing Director
and Chief Executive Officer with effect from 3 July, 2008. His service
agreement is open ended with termination by either party giving

12 months written notice.

Mr. Farnik’s remuneration comprises three components; Base
Remuneration, Short Term Incentive and Long Term Incentive.

Base (Fixed) Remuneration

Mr. Farnik’s Executive Services Deed provides that his Base Remuneration
shall be reviewed by the Board’s Human Resources Committee on or
before 1 July each year. Any alteration to his remuneration shall have
effect from 1July each year. Following the June 2009 review, the Human
Resources Committee determined that Mr. Farnik’s Base Remuneration
would not increase in July 2009. Following the June 2010 review Mr.
Farnik’'s Base Remuneration was increased to the rate of $1,000,000 per
annum. Following the June 2011 review Mr. Farnik’s Base Remuneration
was increased to the rate of $1,050,000 per annum.

Short-term Incentive

The amount of any short term incentive payment in each year is
determined by the Board following assessment of Mr. Farnik’s
performance against financial, business, and safety targets set by the
Board in consultation with Mr. Farnik at the start of each financial year.

For 2013, if Mr. Farnik achieves all short term targets set for a particular
financial year, he will be entitled to an amount equal to 80% of his base
remuneration. If Mr. Farnik exceeds short term targets set for a particular
financial year, he will be entitled to an amount greater than 80% of his
base remuneration to a maximum of 120% of the Base Remuneration.

If Mr. Farnik’s employment terminates for any reason other than by
Spotless for misconduct, the Board, in its absolute discretion, will
determine whether Mr. Farnik is entitled to any of the short term incentive
which was set for the financial year in which the termination occurs, and,
if so, the amount.

Key financial criteria to be met to qualify for STI payments in the year
ended 2011 were related to Spotless EBIT, NPAT, Operating Cash Flow
and Return on Net Operating Assets. There is also a component relating
to the business process transformation project. The safety criteria
related to a target reduction in injury frequency rates over the year. The
same financial and safety criteria applied to other participating Key
Management Personnel.

Long-term Incentive
Participation by any Spotless executive in the Long Term Incentive Share
Plan (“LTI Share Plan”) is subject to an invitation from the Board.

The terms of Mr. Farnik’s Executive Services Deed provide that the

Board should invite Mr Farnik to participate in the LTI Share Plan on his
appointment (3 July 2008) and the first and second anniversaries of his
appointment. The number of Performance Rights in each invitation were
calculated by dividing 90% of his Base Remuneration at the time of
each invitation by the basic share price and then rounded to the nearest
1,000 Performance Rights. The basic share price was the 10 days volume
weighted average trading price (VWAP) of Spotless Group Limited shares
on the ASX following the results announcement by the Company prior to
each invitation.

Details of the performance criteria applicable to the Performance Rights
are set out under the heading “Long Term Incentives” on page 44 and the
number of Performance Rights granted in 2011 are reported under the
heading “Performance Rights Granted as Remuneration” on page 50.

The number of Shares Mr. Farnik will actually receive from the allocation
of the Performance Rights (i.e. which vest) is determined according to
measurement against the performance criteria.

Under the terms of Mr Farnik’s Services Deed, invitations and the terms
for his participation in the LTI Share Plan beyond the second anniversary
shall be at the sole discretion of the Board.

Payment on Termination

If the employment of Mr. Farnik is terminated by death, illness, incapacity,
or by appropriate notice by either party he will be paid any amount owing
in respect of base remuneration calculated to the date of the termination
and any accrued but untaken statutory leave entitlements calculated to
the date of the termination. In addition, on termination of employment
for any reason other than for cause, Spotless will pay to Mr. Farnik any
amount owing in respect of the short term incentive provisions of the
Services Deed and the Long Term Incentive provisions of the Deed.

In the event Mr. Farnik terminates his employment by giving 1 months’
notice within 6 months after the occurrence of a Fundamental Change, he
will be entitled to a payment equivalent to 12 month’s base remuneration
as applicable immediately prior to the date of termination, in addition to
the payments referred to above. “Fundamental Change” means a change



which occurs where, following a reorganisation, takeover of the Company,
merger, scheme of arrangement or change of control of the Company

or the demerger, reconstruction or amalgamation of all or part of the
Company’s business Mr. Farnik ceases to hold the position of Managing
Director and Chief Executive Officer of the Company or the status, duties
or authority of the position are materially diminished.

“Non Compete” Provisions

For a period of 12 months from the date of termination, Mr. Farnik must
not directly or indirectly engage in any activity that would compete with
or be to the detriment of Spotless.

Notice of Termination
Spotless executive service agreements are open ended with termination
subject to the notice of termination provisions as follows:

o Executives may terminate their employment with six months
written notice.

e The company may terminate employment for cause or not for cause.
If the company terminates an executive’s employment, other than for
cause, the company shall give 12 months notice in writing or pay 12
months Fixed Annual Remuneration at the time of termination.

Long Term Incentive Share Plan benefits on Termination

If the employment of an individual executive terminates due to death,
illness, incapacity, appropriate notice by the company or by notice from
the individual due to a Fundamental Change in the business the Board
in its absolute discretion may determine whether Performance Rights
granted to the individual shall vest. If the employment of an individual
executive terminates for any other reason the Performance Rights held
by the executive at the time of ceasing shall lapse.

Other Termination Payments

Except for pro rata STI payments at the discretion of the Board and
except for statutory entitlements there are no other provisions related
to termination payments under the executive service agreements.

“Non Compete” Provisions

The executives are bound by “non compete” clauses which restrain
them for a period of 12 months from taking up employment with

a competitor or engaging in activities which would be to the detriment
of Spotless.

A key objective of the executive remuneration policy is to link a significant
proportion of executive reward to the performance of Spotless, with
emphasis on the creation of sustainable value for shareholders.

Annual Remuneration Review 2011

Executive Fixed Annual Remuneration

Following the June 2011 review of executive remuneration the Human
Resources Committee recommended to the Board and the Board
approved that the fixed annual remuneration for the Managing Director
and Chief Executive Officer would increase by 5% effective 1 July 2011.
For other executives the Committee determined that on average the fixed
annual remuneration would increase by 4% from 1 July 2011.

Short Term Incentive

Based on the Company financial performance and safety performance,
the Human Resources Committee recommended and the Board approved
that the Group Managing Director and Chief Executive Officer and the
KMP executives (with two exceptions) participating in the 2011 Short
Term Incentive Plan would receive 41.2% of their potential award related
to target performance. The Chief Executive Officer, Braiform and Group
General Manager, Laundry Services received 55.2%, due to Braiform and
Laundry Services achieving safety performance targets.

Long Term Incentive Plans

Spotless Group Long Term Incentive Share Plan (Performance Rights)
25% of the Performance Rights granted in November 2008 remain and
will be subject to the Relative Total Shareholder Return performance
criteria, due for vesting on 31 August 2011. Of the 75% of the Performance
Rights granted in November 2008, 87.5% vested on 30 June, 2011 due

to the meeting of the Earnings per Share performance criteria, and the
remaining 12.5% of these Performance Rights lapsed on 30 June 2011.

Under the Rules of the Long Term Incentive Share Plan there is no
retesting for the vesting of the Performance Rights.

No other allocations of Performance Rights were due for performance
testing in 2011.

Spotless contributes to a range of superannuation and pension benefits
schemes on behalf of its employees throughout the jurisdictions in
which the group companies operate. These schemes reflect the statutory
requirements and/or local market practice of the countries in which
Spotless employs the employees.

Spotless does not operate its own superannuation fund and is therefore
not exposed to any potential funding deficiencies in contributions to a
defined benefit fund.

In Australia contributions are made on behalf of employees to externally
managed funds at the compulsory superannuation rate of 9% (up toa
statutory maximum of $15,775.20 p.a. for 2011) as determined by law.



The Key Management Personnel of Spotless are the executive directors and those executives that have authority and responsibility for planning,
directing and controlling the activities of the company. The Non-Executive Directors of Spotless Group Limited and the Key Management Personnel for
the year ended 30 June 2011 are:

Smedley P | Non-Executive Chairman

Beanland A E Non-Executive Director

Morris B K Non-Executive Director

Pritchard D A Non-Executive Director

Proust EM Non-Executive Director

Ricketts G R Non-Executive Director

Farnik | P Managing Director and Chief Executive Officer

Bishop J* Group General Manager, Laundry Services

Carstens A Chief Financial Officer

Cook H Group General Manager, International Services Appointed 1 July 2010
English M Group General Manager, Marketing

Ente N Chief Executive Officer Braiform

Field W ] Group General Manager, Managed Services

Givoni M N Group General Manager, Development

McDougall A Group General Manager, Human Resources Appointed 23 November 2010
Page | Group General Manager, Cleaning Services

Pearce | W Group General Manager, Human Resources Retired 31 December 2010
SextonT) Group General Manager, Food Services

Sutton, M* Group General Manager, Laundry Services Appointed 30 May 2011
Stevens AP Chief Information Officer

Wilkie R Group General Manager, Public Affairs

*Mr Bishop is retiring as GGM, Laundry Services and his role is transitioning over to Mr Sutton who commenced 30 May 2011



Table 4. Remuneration of Non-Executive Directors

Non- Executive

Directors
Smedley P | 2011 390,000 - 6,000 - - - - - -1 396,000
2010 390,000 - 4,119 - - - - - - 394,119
Beanland AE 2011 119,266 - - - 10,734 - - - -| 130,000
2010 119,266 - - - 10,734 - - - -| 130,000
Morris B K 2011 119,266 - - - 10,734 - - - -| 130,000
2010 119,266 - - - 10,734 - - -| 130,000
0’Bryan L B*** | 2011 n/a - - - n/a - - - - n/a
2010 19,817 - - - 45,183 - 3,055 - - 68,055
Pritchard D A 2011 119,266 - - - 10,734 - - - - 130,000
2010 114,425 - - - 15,575 - - - -| 130,000
Proust EM 2011 119,266 - - - 10,734 - - - -| 130,000
2010 119,266 - - - 10,734 - - - -| 130,000
RickettsGT 2011 119,266 - - 10,734 - - - -| 130,000
2010 119,266 - - - 10,734 - 13,288 - -| 143,288
Total 2011 986,330 - 6,000 - 53,670 - - - - | 1,046,000
2010 | 1,001,306 - 4,119 - 103,694 - 16,343 - - | 1,125,462




Table 5. Remuneration of Executive Key Management Personnel

Executive
Director
Farnik | P 2011 970,351 247,200 6,000 - 29,649 - -| 651,991 (43,414) | 1,861,777 51
2010 850,640 153,900 4,119 - 43,360 - - 206,627 (38,779) | 1,219,867 33
Executives
Bishop | F 2011 300,000 77,280 6,000 - 50,000 - -| 128,163 (8,129) | 553,314 39
2010 280,001 37,620 4,119 - 49,999 - - 42,083  (6,610) 407,212 21
Carstens A 2011 539,500 97,232 6,000 - 50,135 - -| 246,677 (16,875) | 922,669 39
2010 514,668 65,208 4,119 - 51,332 - - 80,339 (38,779) | 676,887 27
English M 2011 158,011 28,326 - - 10,922 - - 25,768 - 223,027 24
2010 72,733 5,422 - - 4,037 - - - - 82,192 7
Ente N 2011 520,000 172,224 141,632 - - - - 221,294 (13,393) | 1,041,757 39
2010 500,000 145,500 123,955 - - - - 63,762 -| 833,217 25
Field W 2011 490,000 84,872 6,000 - 25,000 - - 181,200 (6,321) | 780,751 35
2010 484,167 55,290 4,119 - 14,461 - - 61,848 -| 619,885 19
Givoni M N 2011 453,035 58,092 6,000 - 15,612 - - 134,774 - 667,513 29
2010 398,663 37,620 4,119 - 16,111 - - 56,110 (6,463) 506,160 20
Mcdougall A | 2011 257,455 30,075 6,000 - 9,735 - - - -| 303,265 10
2010 n/a n/a n/a n/a n/a n/a n/a - - n/a n/a
Page | 2011 331,494 57,680 - - 18,506 - - 99,113 -| 506,793 31
2010 302,232 36,480 - - 17,768 - - 40,807 - | 397,287 19
Pearce | W 2011 226,723 - - - 50,000 - - - - 276,723 -
2010 470,000 - 4,119 - 50,000 - - - - | 524,119 -
Sexton T 2011 404,500 74,984 6,000 - 50,000 - -| 168,899 (10,714) | 693,669 37
2010 384,001 50,160 4,119 - 49,999 - - 56,110 (7,931) 536,458 21
Stevens A 2011 434,801 55,620 6,000 - 15,199 - -| 103,718 -| 615,338 26
2010 410,539 36,338 4,119 - 14,461 - - 43,358 -| 508,815 16
Cook H 2011 325,000 57,680 - - 25,000 - - 46,851 - 454,531 23
2010 n/a n/a - n/a n/a n/a n/a n/a n/a n/a n/a
Wilkie R 2011 329,801 42,644 6,000 - 15,199 - - 32,327 - 425,971 18
2010 92,275 8,162 1,140 - 4,037 - - - - 105,614 8
Sutton M** | 2011 43,164 - 417 - 1,590 - - - - 45,171 -
2010 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Total 2011 | 5,783,835 1,083,909 196,049 -| 366,547 - - 12,040,775 (98,846) | 9,372,269 34
2010 | 4,759,919 631,900 158,047 -| 315,565 - - 651,044 (98,562) | 6,417,713 18

* For Executives and Executive Directors, the equity settled payments represent an AIFRS accounting value for performance rights issued under the LTI Plan and do not reflect actual
remuneration received by Key Management Personnel. The “Share Based Payments Lapsed Rights” represents negative amounts reflecting the write-back of performance rights
that lapsed due to performance related criteria not being met.

**Mr Sutton commenced on 30 May 2011.
*** Mr LB 0’Bryan retired on 20 November 2009.

Calculation of the “% of Rem At Risk” is determined by the sum of Bonus Remuneration and Share Based Payments as a percentage of Total Remuneration.

In accordance with AASB 2 “Share Based Payment” each Performance Right grant is valued as at the date of grant. The valuation of the Performance
Rights granted in September 2010 was conducted by an independent valuer using the Monte Carlo simulation and Binomial tree models. For the
Performance Rights with vesting subject to EPS growth the fair value is $1.97, and for the Performance Rights with vesting subject to Relative TSR the
fair value is $1.37.



The Company did not issue any options during the 2011 year. The Share Option Plan under which employees were previously granted options was

closed in 2008.

0n 17 September 2010 the following Performance Rights were granted to key Management Personnel as equity remuneration benefits under the

Spotless Long term Incentive Share Plan. The performance rights were issued free of charge and entitle the holder to one fully paid ordinary share
in the entity (for no consideration) subject to meeting the vesting conditions. Details of the vesting conditions relating to the Performance Rights are

provided on page 44 of this report.

Any estimate of the maximum possible value in future years of the Performance Rights granted will depend on the value of the company shares at the
date when the shares are allocated on vesting. The minimum value of the Performance Rights granted will, in the event the performance conditions

are not met, be nil.

Famik ] P 323,154 EPS 1.97 Nil 30613 30613
107,654 RTSR 137 Nil 30613 31813

Bishop | F 62,826 EPS 1.97 Nil 30613 30613
P 20,942 RTSR 137 Nil 30613 31813
Carstens A 116,498 EPS 1.97 Nil 30613 30613
38,832 RTSR 137 Nil 30613 31813

Cook H 62,826 EPS 1.97 Nil 30613 30613
20,942 RTSR 137 Nil 30613 31813

Enelish M 34,554 EPS 1.97 Nil 30613 30613
g 11,518 RTSR 137 Nil 30613 31813
Ente N 93,342 EPS 1.97 Nil 30613 30613
31,114 RTSR 137 Nil 30613 31813

) 92,444 EPS 1.97 Nil 30613 30613
Field W] 30,815 RTSR 137 Nil 30613 31813
Givoni M 84,367 EPS 1.97 Nil 30613 30613
28,122 RTSR 137 Nil 30613 31813

page | 62,826 EPS 1.97 Nil 30613 30613
g 20,942 RTSR 137 Nil 30613 31813
Sexton T 81,674 EPS 1.97 Nil 30613 30613
27,225 RTSR 137 Nil 30613 31813

Stevens A 64,622 EPS 1.97 Nil 30613 30613
21,540 RTSR 137 Nil 30613 31813

. 43358 EPS 1.97 Nil 30613 30613
Wilkde R 14,452 RTSR 137 Nil 30613 31813

# Refer Long Term Incentives (Page 44) for details of Performance Criteria to be met for Vesting



Farnik | 555,000 430,808 (148,969) (21,281) 815,558

Bishop | 109,309 83,768 (27,895) (3,985) 161,197
Carstens A 215,765 155,330 (57,904) (8,272) 304,919
Cook H N/A 83,768 - - 83,768
English M - 46,072 - - 46,072
Ente N 171,243 124,456 (45,956) (6,565) 243,178
Field W 131,231 123,259 (21,691) (3,099) 229,700
Givoni M 89,069 112,489 - - 201,558
Page | 64,777 83,768 - - 148,545
Sexton T 145,091 108,899 (36,764) (5,252) 211,974
Stevens A 68,826 86,162 - - 154,988
Wilkie R - 57,810 - - 57,810
Total 1,550,311 1,496,589 (339,180) (48,454) 2,659,266

1,496,589 Performance rights were granted to Senior Executives during the year ended 30 June 2011 (2010: 1,033,466). The terms and conditions of these
grants are set out in the Remuneration Report.

There are no options over unissued ordinary shares in the Company as at 30 June 2011 (2010: nil).

The Spotless Group has processes in place to ensure that it is aware of and, at a minimum, meets the intent of Environmental legislation and
regulations. It further has established programs to improve Environmental performance (e.g. Laundry water reuse and heat exchange, garment hanger
reuse and recycling) which contributes to business effectiveness as well as providing socially responsible outcomes.

A more detailed environmental report will be contained in the 2011 Annual Report.

The Company’s Constitution allows the Company to indemnify Directors and officers against liability which results from their serving as a director or
officer of the Company, subject to certain provisos.

During the year ended 30 June 2011, the Company paid a premium for insurance covering all Directors and officers of Spotless Group Limited and all
controlled entities. The events covered by this policy are in respect of amounts that the Director or officer has become legally obliged to pay resulting
from claims made during the policy period for loss caused or alleged to be caused by a wrongful act committed by a Director or officer while acting in
that capacity. The contract of insurance prohibits disclosure of the limit of the indemnity or the amount of the premium.

The Company and its Directors have entered into a deed of indemnity, insurance and access. The executive officers of the Company and its subsidiaries
are also entitled to the benefits of the deed.

No amount has been paid pursuant to those indemnities in the year ended 30 June 2011 or since that date to the date of this report.

Details of the amounts paid or payable to the Spotless Group Auditor, Deloitte Touche Tohmatsu, for non-audit services provided during the year are set
out in Note 33 of the Financial Statements.

In accordance with advice provided by the Auditor to the Board, the Directors are satisfied that the provision of non-audit services by Deloitte Touche
Tohmatsu is compatible with the general standard of independence for auditors required by the Corporations Act 2001.

The Directors are of the opinion that the services as disclosed in Note 33 to the Financial Statements do not compromise the external auditor’s
independence, based on advice received from the Audit Committee, for the following reasons:

* all non-audit services have been reviewed and approved to ensure that they do not impact the integrity and objectivity of the auditor; and

 none of the services undermines the general principles relating to auditor independence as set out in Code of Conduct APES 110 Code of Ethics
for Professional Accountants issued by the Accounting Professional & Ethical Standards Board, including reviewing or auditing the auditor’s own
work, acting in a management or decision-making capacity for the company, acting as advocate for the company or jointly sharing economic risks
and rewards.

The auditor’s independence declaration is included on page 98.
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Proceedings brought on behalf of Spotless
The Corporations Act allows members and other specified persons to bring actions on behalf of the Company. There have been no proceedings or
applications brought on behalf of the Company pursuant to section 237 of the Corporations Act 2001.

Rounding
Spotless Group Limited is a company of the kind referred to in ASIC Class Order 98/0100, dated 10 July 1998, and in accordance with that Class Order
amounts in the Directors’ report and the financial report have been rounded to the nearest hundred thousand dollars, unless otherwise indicated.

On behalf of the Board of Directors

e

P ] Smedley J P Farnik
Chairman Managing Director and
Chief Executive Officer

Sydney 19 August 2011 Sydney 19 August 2011
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011

| CONSOLIDATED

Spotless Group Limited | Note

Revenue 5(a) 2,789.2 2,515.9
Other income 5(b) 3.3 5.1

2,792.5 2,521.0
Direct employee expenses (1,174.3) (945.9)
Subcontractor expenses (667.6) (642.4)
Cost of goods used (481.6) (487.6)
Occupancy costs (73.7) (69.8)
Professional costs (28.9) (22.0)
Transportation costs (44.2) (42.1)
Catering rights (67.1) (61.2)
Other expenses (90.4) (94.8)
Profit before depreciation, amortisation, finance costs and income tax expense (EBITDA) 164.7 155.2
Depreciation and amortisation expense 5(c) (74.6) (69.6)
Profit before finance costs and income tax expense (EBIT) 90.1 85.6
Finance costs - interest expense 5(d) (26.6) (23.5)
Finance costs - interest revenue 5(d) 1.1 0.9
Profit before income tax expense 64.6 63.0
Income tax (expense)/income 6(a) (21.8) (19.5)
Profit for the year 42.8 43.5

Other Comprehensive Income

Foreign currency translation differences for foreign operations (10.7) (2.5)
Effective portion of changes in fair value of cash flow hedges (12.7) (0.2)
Net change in fair value of equity instruments measured at fair value through other comprehensive income (1.3) (1.9)
Income tax on effective portion of changes in fair value of cash flow hedges 3.5 (0.1)
Other comprehensive income for the year, net of income tax (21.2) (4.7)
Total comprehensive income for the year 21.6 38.8
Profit attributable to:
Equity holders of the parent 42.8 43.0
Non-controlling interest - 0.5
Profit for the year 42.8 43.5
Total comprehensive income attributable to:
Equity holders of the parent 21.6 38.2
Non-controlling interest - 0.6
Total comprehensive income for the year 21.6 38.8
2011 2010
Earnings per share cents cents
Basic and diluted earnings per share 7 16.4 17.1

The accompanying notes form an integral part of these financial statements.
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BALANCE SHEET
AS AT 30 JUNE 2011

CONSOLIDATED
2010 |

|Spotless Group Limited | Note $m |
Current assets

Cash and cash equivalents 9(a) 106.9 48.9
Current tax assets 0.9 1.7
Trade and other receivables 10 363.4 297.1
Inventories 11 427 50.1
Other financial assets 12 3.5 1.6
Prepayments 15.8 10.4
Total current assets 533.2 409.8
Non-current assets

Investments accounted for using the equity method 13 4.0 4.8
Other financial assets 14 34.4 34.0
Property, plant and equipment 15 211.1 214.1
Investment property 16 9.3 1.5
Goodwill 17 421.8 4125
Intangible assets 18 53.6 283
Deferred tax assets 6(c) 39.7 375
Prepayments 2.7 35
Total non-current assets 776.6 742.2
Total assets 1,309.8 1,152.0
Current liabilities

Trade and other payables 19 354.5 346.3
Borrowings 20 0.1 14.1
Current tax payables 10.6 2.9
Provisions 21 82.4 78.8
Other 22 0.5 4.8
Total current liabilities 448.1 446.9
Non-current liabilities

Borrowings 23 306.2 196.5
Other financial liabilities 24 83.2 36.7
Deferred tax liabilities 6(d) 19.6 19.1
Provisions 25 6.6 6.1
Other 26 0.5 0.8
Total non-current liabilities 416.1 259.2
Total liabilities 864.2 706.1
Net assets 445.6 445.9
Equity

Issued capital 614.6 607.0
Reserves 27 (58.2) (36.2)
Retained profits (110.8) (124.9)
Parent entity interest 445.6 445.9
Non-controlling interest - -
Total equity 445.6 4459

The accompanying notes form an integral part of these financial statements.
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STATEMENT OF CHANGE IN EQUITY
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011

| $ MILLION
| ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT

Number Foreign Share
Issued Currency Debt| Investment Based Non-
Shares (i) | Issued | Translation | Hedging | Revaluation | Payment | Retained controlling

Consolidated Note [ (million) | Capital Reserve [ Reserve Reserve | Reserve | earnings | Total interest | Total
At 1 July 2009 219.0 5215 (22.8) 1.4 - (2.7) (141.8) 355.6 8.1 363.7
Profit for the year - - - - - - 43.0 43.0 05 435
Other comprehensive income

Currency translation differences - - (2.6) - - - - (2.6) 0.1 (2.5)
Movement in cash flow hedges - - - (5.8) - - - (5.8) - (5.8)
Movement in loan balance - - - 5.6 - - - 56 = 5.6
!_oss on fair value of equity
i S R B
comprehensive income
Tax effect of movements - - - (0.1) - - - (0.2) - (0.1)
r::g::her comprehensive - - (26)  (03) (1.9) - - (48) 01 (47)
Total comprehensive income - - (2.6) (0.3) (1.9) - 43.0 382 0.6 388
Dividends reinvested 0.4 1.1 - - - - - 1.1 = 1.1
Dividends paid (ii) 8 - - - - - - (26.1) (26.1) (0.4) (26.5)
E;;;genni:ion of share based . ) ) ) ) 17 ) L7 ) 17
Proceeds from shares issued (iv) 39.9 86.2 - - - - - 862 - 86.2
;TJZ?C“O” costs on shares } (2.5) (2.5) - (25)
;'L:]cti?:sfslon of non-controlling 3(b) ) ) ) ) (7.9) ) - (79 (83) (16.2)
Tax effect of movements - 0.7 - - - (1.1) - (0.4) - (0.4)
At 30 June 2010 (iii) 259.3 607.0 (25.4) 11 (9.8) (2.1) (124.9) 445.9 - 4459
At 1 July 2010 259.3  607.0 (25.4) 11 (9.8) (2.1) (124.9) 445.9 - 4459
Profit for the year - - - - - - 428 428 - 428
Other comprehensive income

Currency translation differences - - (11.3) - 0.6 - - (10.7) - (10.7)
Movement in cash flow hedges - - - (43.8) - - - (43.8) - (43.8)
Movement in loan balance - - - 31.1 - - - 311 o il
!.oss on fair value of equity
e e S R ™
comprehensive income
Tax effect of movements - - - 3.5 - - - 35 o 33
iTr?ctgL"ether comprehensive - - (113)  (9.2) (0.7) - - (212) - (212)
Total comprehensive income - - (11.3) (9.2) (0.7) - 428 216 - 216
Dividends reinvested 3.5 1.6 - - - - - 16 - L 76
Dividends paid (ii) 8 - - - - - - (28.7) (28.7) - (28.7)
Eae;;g;nri:ion of share based ) ) ) ) i 27 . 27 .27
Re-purchase of shares - - - - - (3.6) - (3.6) - (3.6)
Tax effect of movements - - - - - 0.1 - 01 - 101
At 30 June 2011 (iii) 262.8 614.6 (36.7) (8.1) (10.5) (2.9) (110.8) 445.6 - 445.6

The accompanying notes form an integral part of these financial statements.

(i) Fully paid ordinary shares carry one vote per share and carry the right to dividends.

(i) The 2010 final dividend had 1,760,497 (2009: 231,986) shares issued at $2.13 (2009: $2.41) per share as a result of the Dividend Re-investment Plan, while the 2011 interim dividend had 1,696,572 (2010: 183,525) shares
issued at $2.04 (2010: $2.85) per share.

(iii) ~ Total number of fully paid ordinary shares on issue at 30 June 2011 was 262,766,725 (2010: 259,309,656).
(iv)  During 2010, Spotless Group Limited issued 39,904,223 ordinary shares for $86.2 million under a share purchase plan.

Under the Spotless Group Securities Plan there were no shares issued in the current year (2010: Nil).

Changes to the then Corporations Law abolished the authorised capital and par value concept in relation to share capital from 1 July 1998. Therefore, the Company does not have a limited amount of authorised capital and
issued shares do not have a par value.

SPOTLESS GROUP LIMITED > 2011 ANNUAL REPORT
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CASH FLOW STATEMENT
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011

CONSOLIDATED

ol
|Spotless Group Limited Note $m $m |
Cash flows from operating activities
Receipts from customers 2,918.6 2,685.6
Payments to suppliers and employees (2,809.1) (2,527.9)
Interest received 1.1 0.7
Other receipts 6.3 6.7
Interest and other costs of finance paid (25.5) (23.4)
Income tax paid (12.0) (13.8)
Net cash provided by/(used in) operating activities 9(c) 79.4 127.9
Cash flows from investing activities
Payments for investment securities - (2.1)
Payments for non-controlling interest - (16.4)
Payments for property, plant and equipment (87.3) (83.2)
Proceeds from sale of property, plant and equipment 0.4 0.4
Payment for business (11.4) (26.0)
Dividends received 0.3 0.2
Payments for intangible assets (23.4) (12.7)
Proceeds from repayment of Security Plan Loans - 0.4
Net proceeds from repayment of other loans - 0.1
Net cash provided by/(used in) investing activities (121.4) (139.3)
Cash flows from financing activities
Proceeds from shares issued - 86.2
Payments for transaction costs on shares issued - (2.5)
Payment for share scheme (3.6) -
Proceeds from borrowings 634.3 561.8
Repayment of borrowings (502.2) (612.1)
Dividends paid
- members of the parent entity (21.1) (25.0)
- non-controlling interests - (0.4)
Net cash provided by/(used in) financing activities 107.4 8.0
Net increase/(decrease) in cash and cash equivalents 65.4 (3.4)
Cash and cash equivalents at the beginning of the financial year 48.9 56.0
Effects of exchange rate changes on the balance of cash and cash equivalents held in foreign currencies (7.4) (3.7)
Cash and cash equivalents at the end of the financial year 9(a) 106.9 48.9

The accompanying notes form an integral part of these financial statements.
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The financial report is a general purpose
financial report which has been prepared in
accordance with the Corporations Act 2001,
Australian Accounting Standards (AASBs)

and other authoritative pronouncements of
the Australian Accounting Standards Board
(AASB) and complies with other requirements
of the law.

The financial report includes the consolidated
financial statements of the consolidated entity.

The financial report of the consolidated entity
complies with International Financial Reporting
Standards (“IFRS”) and Interpretations issued
by the International Accounting Standards
Board (IASB).

The financial statements were authorised for
issue by the directors on 19 August 2011.

The financial report has been prepared on

a historical cost basis, except for derivative
financial instruments and financial assets
measured at fair value through other
comprehensive income. Cost is based on the fair
values of the consideration given in exchange
for assets. Allamounts are presented in
Australian dollars, unless otherwise noted.

The Company is a company of the kind referred
to in ASIC Class Order 98/0100, dated 10 July
1998, and in accordance with that Class Order
amounts in the financial report are rounded to
the nearest hundred thousand dollars, unless
otherwise indicated.

Adoption of new and revised Accounting
Standards

From 1uly 2010 the consolidated entity

has adopted the following Standards and
Interpretations. Adoption of these Standards
and Interpretations did not have any effect on
the financial position or performance of the
consolidated entity.

e AASB 2009-5 ‘Further amendments to
Australian Accounting Standards arising
from the Annual Improvements Process’

o AASB 2009-8 ‘Amendments to Australian

Accounting Standards - Group Cash-Settled
Share-Based Payment Transaction’

e AASB 2009-10 ‘Amendments to Australian
Accounting Standards - Classification of
Rights Issues’

e AASB 2010-3 ‘Amendments to Australian
Accounting Standards arising from the
Annual Improvements Process’

* Interpretation 19 ‘Extinguishing Financial
Liabilities with Equity Instruments’

» AASB 1048 ‘Interpretation of Standards’
(June 2010).

Early adoption of Accounting Standards

The consolidated entity has elected not to early
adopt any new standards or amendments.

The following significant accounting policies
have been adopted in the preparation and
presentation of the financial report:

The consolidated financial statements
incorporate the financial statements of the
Company (the parent entity) and entities
controlled by the Company (its subsidiaries),
referred to as the ‘consolidated entity’ in these
financial statements. Control is achieved where
the Company has the power to govern the
financial and operating policies of an entity so
as to obtain benefits from its activities.

The results of subsidiaries acquired or
disposed of during the year are included

in the consolidated income statement from
the effective date of acquisition or up to the
effective date of disposal, as appropriate.
Where necessary, adjustments are made to
the financial statements of subsidiaries to
bring their accounting policies into line
with those used by other members of the
consolidated entity.

In preparing the consolidated financial
statements, all intercompany balances and
transactions including unrealised profits
arising from intra-group transactions, are
eliminated in full.

Minority interests not held by the consolidated
entity are allocated their share of net profit
after tax in the statement of comprehensive
income and are presented within equity in the
consolidated balance sheet, separately from
parent shareholder’s equity.

The consolidated entity has applied the revised
AASB 3 Business Combinations (2008) and
amended AASB 127 Consolidated and Separate
Financial Statements (2008) for business
combinations occurring on or after 1 July 2009.
All acquisitions of subsidiaries and businesses
on or after 1]uly 2009 have therefore been
accounted for using the acquisition method. The
cost of a business combination is measured as
the aggregate of the fair values (at the date of
exchange) of assets given, liabilities incurred
or assumed, and equity instruments issued by
the consolidated entity in exchange for control
of the acquiree. Transaction costs directly
attributable to the business combination

are expensed as incurred. The acquiree’s
identifiable assets, liabilities and contingent
liabilities that meet the conditions under AASB
3 ‘Business Combinations’ are recognised at
their fair values at the acquisition date, except

non-current assets (or disposal groups) that are
classified as held for sale (which are measured
at fair value less costs to sell).

Goodwill arising on acquisition is recognised
as an asset and initially measured at cost,
being the excess of the cost of the business
combination over the consolidated entity’s
interest in the net fair value of the identifiable
assets, liabilities and contingent liabilities
recognised. If, after reassessment, the
consolidated entity’s interest in the net fair
value of the acquiree’s identifiable assets,
liabilities, and contingent liabilities exceeds the
cost of the business combination, the excess is
immediately recognised in profit or loss.

Contingent consideration is measured at fair
value at the acquisition date. Subsequent
adjustments to the consideration are recognised
against goodwill only to the extent that they
arise from better information about the fair
value at the acquisition date and they occur
within 12 months of the acquisition date. All
other subsequent adjustments are recognised
in profit or loss. Under the previous version

of the standard contingent consideration was
recognised at acquisition date only if payment
was probable and if it could be measured
reliably and any subsequent adjustments were
recognised against goodwill.

Accounting for acquisitions of
non-controlling interests

Acquisitions of non-controlling interests are
accounted for as transactions with equity
holders in their capacity as equity holders and
therefore no goodwill is recognised as a result
of such transactions.

Both the functional currency and presentation
currency of Spotless Group Limited and

its Australian subsidiaries are Australian
Dollars (AUD).

Transactions in foreign currencies are initially
recorded in the functional currency by applying
the exchange rates ruling at the date of the
transaction. Monetary assets and liabilities
denominated in foreign currencies are
retranslated at the rate of exchange ruling at the
balance sheet date with all differences taken

to profit or loss. Non-monetary items that are
measured in terms of historical cost in a foreign
currency are translated using the exchange rate
as at the date of the initial transaction.

Foreign subsidiaries have a functional
currency other than Australian Dollars. As at
the reporting date, the assets and liabilities of
these foreign subsidiaries are translated into
the presentation currency of the Consolidated
Group by applying the rate of exchange ruling
at the balance sheet date and profit or loss is
translated at the weighted average exchange
rate for the reporting period or at the exchange
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rate ruling at the date of the transaction.
The exchange differences arising on the
translation are taken to the foreign currency
translation reserve.

On disposal of a foreign subsidiary with a
functional currency other than Australian
Dollars, the deferred cumulative amount
recognised in the foreign currency translation
reserve relating to that particular subsidiary is
recognised in profit or loss.

Trade payables and other accounts payable
are recognised when the consolidated
entity becomes obliged to make future
payments resulting from the purchase of
goods and services.

Borrowing costs are capitalised where they
relate to qualifying assets and are expensed
over the asset’s useful life.

Cash and cash equivalents comprise cash on
hand, cash in banks and investments in money
market instruments. Bank overdrafts are shown
within borrowings in current liabilities in the
balance sheet.

The consolidated entity has entered into
derivative financial instruments to manage its
exposure to interest rate and foreign exchange
rate risk, including cross currency swap and
forward exchange contracts.

Derivatives are initially recognised at fair value
at the date a derivative contract is entered into
and are subsequently remeasured to their fair
value at each reporting date. The resulting

gain or loss is recognised in profit or loss
immediately unless the derivative is designated
and effective as a hedging instrument, in which
event, the timing of the recognition in profit

or loss depends on the nature of the hedge
relationship. The consolidated entity designates
certain derivatives as either hedges of the

fair value of recognised assets or liabilities

or firm commitments (fair value hedges),
hedges of highly probable forecast transactions
or hedges of foreign currency risk of firm
commitments (cash flow hedges), or hedges of
net investments in foreign operations.

The fair value of derivatives is presented as a
non-current asset or a non-current liability if
the remaining maturity of the instrument is
more than 12 months and it is not expected to
be realised or settled within 12 months.

Derivatives embedded in other financial
instruments or other host contracts are treated
as separate derivatives when their risks and
characteristics are not closely related to those
of host contracts and the host contracts are not

measured at fair value with changes in the fair
value recognised in profit or loss.

At the inception of the hedge relationship
the entity documents the relationship
between the hedging instrument and the
hedged item, along with its risk management
objectives and its strategy for undertaking
various hedge transactions.

Note 35 contains details of the fair values of
the derivative instruments used for hedging
purposes. Movements in the hedging reserve
in equity are also detailed in Statement of
Changes in Equity.

Currently, the consolidated entity has only
entered into hedges of the type classified as
cash flow hedges. The effective portion of
changes in the fair value of derivatives that are
designated and qualify as cash flow hedges are
deferred in equity in the debt hedging reserve.
The gain or loss relating to any ineffective
portion is recognised immediately in profit or
loss as part of other expenses or other income.
Amounts deferred in equity are recycled in
profit or loss in the periods when the hedged
item is recognised in profit or loss in the

same line of the statement of comprehensive
income as the recognised hedged item. When
the forecast transaction that is hedged results
in the recognition of a non-financial asset or
non-financial liability, the gains and losses
previously deferred in equity are transferred
from equity and included in the initial

measurement of the cost of the asset or liability.

Hedge accounting is discontinued when

the consolidated entity revokes the hedging
relationship, the hedging instrument expires or
is sold, terminated, or exercised, or no longer
qualifies for hedge accounting. Any cumulative
gain or loss deferred in equity at that time
remains in equity and is recognised when the
forecast transaction is ultimately recognised in
profit or loss. When a forecast transaction is no
longer expected to occur, the cumulative gain
or loss that was deferred in equity is recognised
immediately in profit or loss.

A liability is recognised for benefits accruing
to employees in respect of wages and salaries,
annual leave, long service leave, sick leave
and directors retirement allowances when it is
probable that settlement will be required and
they are capable of being measured reliably.

Liabilities recognised in respect of short-
term employee benefits (including directors
retirement allowances) are measured at their
nominal values using the remuneration rate
expected to apply at the time of settlement.

Liabilities recognised in respect of long-term
employee benefits are measured as the present
value of the estimated future cash outflows to

be made by the consolidated entity in respect
of services provided by employees up to the
reporting date.

Defined contribution plans

Contributions to defined contribution
superannuation plans are expensed when
employees have rendered service entitling them
to the contributions.

Debt and equity instruments

Debt and equity instruments are classified as
either liabilities or as equity in accordance with
the substance of the contractual arrangement.
An equity instrument is any contract that
evidences a residual interest in the assets of an
entity after deducting all of its liabilities.

Transaction costs on the issue of equity
instruments

Transaction costs arising on the issue of
equity instruments are recognised directly in
equity as a reduction of the proceeds of the
equity instrument to which the costs relate.
Transaction costs are the costs that are
incurred directly in connection with the issue
of those equity instruments and which would
not have been incurred had those instruments
not been issued.

Financial guarantee contract liabilities
Financial guarantee contract liabilities

are measured initially at their fair values

and subsequently at the higher of: (i) the
amount of the obligation under the contract,
as determined under AASB 137 ‘Provisions,
Contingent Liabilities and Contingent Assets’;
and (ii) the amount initially recognised less,
where appropriate, cumulative amortisation in
accordance with revenue recognition policies
described in Note 3(x).

Other Liabilities

Financial liabilities, including all loans and
borrowings, are initially measured at fair value,
net of transaction costs. Financial liabilities are
subsequently measured at amortised cost using
the effective interest rate method, with interest
expense recognised on an effective interest rate
method basis.

The effective interest rate method is a method
of calculating the amortised cost of a financial
liability and of allocating interest expense over
the relevant period. The effective interest rate

is the rate that exactly discounts the estimated
future cash payments through the expected life
of the financial liability, or, where appropriate, a
shorter period.

Revenues, expenses and assets are recognised
net of the amount of goods and services tax
(“GST"), except (i) for receivables and payables
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which are recognised inclusive of GST; and

(i) where the amount of GST incurred is not
recoverable from the taxation authority, it is
recognised as part of the cost of acquisition of
an asset or as part of an item of expense. The
net amount of GST recoverable from, or payable
to, the taxation authority is included as part of
receivables or payables.

Cash flows are included in the cash flow
statement on a gross basis. The GST component
of cash flows arising from investing and
financing activities which is recoverable from,
or payable to, the taxation authority is classified
within operating cash flows.

Goodwill, representing the excess of the cost of
acquisition over the fair value of the identifiable
assets, liabilities and contingent liabilities
acquired, is recognised as an asset and not
amortised, but tested for impairment annually
and whenever there is an indication that the
goodwill may be impaired. Any impairment is
recognised immediately in profit and loss and
cannot be subsequently reversed.

Inventories are stated at the lower of cost

or net realisable value. Costs, including an
appropriate portion of fixed and variable
overhead expenses, are assigned to inventories
using the method most appropriate to each
particular class of inventory, with the majority
being valued on a first-in-first-out basis. Net
realisable value represents the estimated
selling price for inventories less all estimated
costs of completion and costs necessary to make
the sale.

Investments in associates are accounted for
under the equity method in the consolidated
financial statements.

Current tax

Current tax is calculated by reference to the
amount of income taxes payable or recoverable
in respect of the taxable profit or tax loss for the
period. It is calculated using tax rates and tax
laws that have been enacted or substantively
enacted by reporting date. Current tax for
current and prior periods is recognised as a
liability (or asset) to the extent that it is unpaid
(or refundable).

Deferred tax

Deferred tax is accounted for using the balance
sheet liability method. Temporary differences
are differences between the tax base of an
asset or liability and its carrying amount in

the balance sheet. The tax base of an asset or
liability is the amount attributed to that asset or
liability for tax purposes.

In principle, deferred tax liabilities are
recognised for all taxable temporary
differences. Deferred tax assets are recognised
to the extent that it is probable that sufficient
taxable amounts will be available against which
deductible temporary differences or unused tax
losses and tax offsets can be utilised. However,
deferred tax assets and liabilities are not
recognised if the temporary differences giving
rise to them arise from the initial recognition

of assets and liabilities (other than as a result
of a business combination) which affects
neither taxable income nor accounting profit.
Furthermore, a deferred tax liability is not
recognised in relation to taxable temporary
differences arising from the initial recognition
of goodwill.

Deferred tax liabilities are recognised for
taxable temporary differences associated with
investments in subsidiaries and associates
and interests in joint ventures except where
the consolidated entity is able to control the
reversal of the temporary differences and it is
probable that the temporary differences will
not reverse in the foreseeable future.
Deferred tax assets arising from deductible
temporary differences associated with these
investments and interests are only recognised
to the extent that it is probable that there will
be sufficient taxable profits against which to
utilise the benefits of the temporary differences
and they are expected to reverse in the
foreseeable future.

Deferred tax assets and liabilities are measured
at the tax rates that are expected to apply to the
period(s) when the asset and liability giving
rise to them are realised or settled, based on
tax rates (and tax laws) that have been enacted
or substantively enacted by reporting date.

The measurement of deferred tax liabilities
and assets reflects the tax consequences that
would follow from the manner in which the
consolidated entity expects, at the reporting
date, to recover or settle the carrying amount of
its assets and liabilities.

Deferred tax assets and liabilities are offset
when they relate to income taxes levied by the
same taxation authority and the consolidated
entity intends to settle its current tax assets and
liabilities on a net basis.

Current and deferred tax for the period
Current and deferred tax for the period is
recognised as an expense or income in the
statement of comprehensive income, except
when it relates to items credited or debited
directly to equity, in which case the deferred tax
is also recognised directly in equity, or where it
arises from the initial accounting for a business
combination, in which case it is taken into
account in the determination of goodwill or the
excess of net assets over the purchase price.

Tax consolidation

The Company and all its wholly-owned
Australian resident entities are part of a tax-
consolidated group under Australian taxation
law. Spotless Group Limited is the head entity
in the tax-consolidated group. Tax expense/
income, deferred tax liabilities and deferred
tax assets arising from temporary differences
of the members of the tax-consolidated

group are recognised in the separate

financial statements of the members of the
tax-consolidated group using the “separate
taxpayer within group” approach by reference
to the carrying amounts in the separate
financial statements of each entity and the tax
values applying under tax consolidation.

Current tax liabilities and assets and deferred
tax assets arising from unused tax losses and
relevant tax credits of the members of the
tax-consolidated group are recognised by

the Company (as head entity in the tax-
consolidated group).

Due to the existence of a tax funding
arrangement between the entities in the tax-
consolidated group, amounts are recognised as
payable to or receivable by the Company and
each member of the group in relation to the tax
contribution amounts paid or payable between
the parent entity and the other members of the
tax-consolidated group in accordance with the
arrangement. Further information about the
tax funding arrangement is detailed in Note 6.
Where the tax contribution amount recognised
by each member of the tax-consolidated

group for a particular period is different to

the aggregate of the current tax liability or
asset and any deferred tax asset arising from
unused tax losses and tax credits in respect of
that period, the difference is recognised

as a contribution from (or distribution to)
equity participants.

Interests in jointly controlled entities in
which the consolidated entity is a venturer
(and so has joint control) are accounted for
under the equity method in the consolidated
financial statements.

Leases are classified as finance leases when the
terms of the lease transfer substantially all the
risks and rewards incidental to ownership of
the leased asset to the lessee. All other leases
are classified as operating leases.

Assets held under finance leases are initially
recognised at their fair value or, if lower, at
amounts equal to the present value of the
minimum lease payments, each determined at
the inception of the lease. The corresponding
liability to the lessor is included in the balance
sheet as a finance lease obligation.
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Finance lease payments are apportioned
between finance charges and reduction of the
lease obligation so as to achieve a constant
rate of interest on the remaining balance of the
liability. Finance charges are charged directly
against profit or loss. Finance leased assets
are amortised on a straight line basis over the
estimated useful life of the asset.

Operating lease payments are recognised as

an expense on a straight-line basis over the
lease term. In the event that lease incentives
are received to enter into operating leases, such
incentives are recognised as a liability. The
aggregate benefits of incentives are recognised
as a reduction of rental expense on a straight-
line basis.

Non-current assets (and disposal groups)
classified as held for sale are measured at the
lower of carrying amount and fair value less
costs to sell.

Non-current assets and disposal groups are
classified as held for sale if their carrying
amount will be recovered principally through a
sale transaction rather than through continuing
use. This condition is regarded as met only when
the sale is highly probable and the asset (or
disposal group) is available for immediate sale
in its present condition. Management must be
committed to the sale, which should be expected
to qualify for recognition as a completed sale
within one year from the date of classification.

Patents

Patents are recorded at cost less accumulated
amortisation and impairment. Amortisation
is charged on a straight-line basis over their
estimated useful lives of 10 to 17 years. The
estimated useful life and amortisation is
reviewed annually.

Intangible assets acquired in a business
combination

Intangible assts acquired in a business
combination are identified and recognised
separately from goodwill where they satisfy the
definition of an intangible asset. Subsequent to
initial recognition, intangible assets acquired

in a business combination are reported at cost
less accumulated amortisation and accumulated
impairment losses.

Contracts and brand names

Contracts and brand names were acquired in a
business combination. Amortisation is charged
on a straight-line basis over the estimated
useful lives of between 5 and 20 years for
contracts and 20 years for brand names.

Internally-generated intangible assets -
capitalised development

Where no internally-generated intangible asset
can be recognised, development expenditure

is recognised as an expense in the period

as incurred. An intangible asset arising from
development (or from the development phase
of an internal project) is recognised if, and only
if, all of the following have been demonstrated:

« the technical feasibility of completing the
intangible asset so that it will be available
for use or sale;

« the intention to complete the intangible
asset and use or sell it;

* the ability to use or sell the intangible asset;

* how the intangible asset will generate
probable future economic benefits;

* the availability of adequate technical,
financial and other resources to complete
the development and to use or sell the
intangible asset; and

« the ability to measure reliably the
expenditure attributable to the intangible
asset during its development.

The amount initially recognised for internally-
generated intangible assets is the sum of the
expenditure incurred from the date when the
intangible asset first meets the recognition
criteria listed above. Subsequent to initial
recognition, internally-generated intangible
assets are reported at cost less accumulated
amortisation and accumulated impairment
losses. When completed, capitalised
development will be amortised on a straight-
line basis over its estimated useful life.

Property, plant and equipment is stated at

cost less accumulated depreciation and any
impairment in value. Cost includes expenditure
that is directly attributable to the acquisition or
construction of the item.

Depreciation is provided on property, plant and
equipment, including freehold buildings but
excluding land. Depreciation is calculated so
as to write off the net cost of each asset over
its expected useful life to its estimated residual
value. Leasehold interest and leasehold
improvements are depreciated over the period
of the lease or estimated useful life, whichever
is the shorter. The straight line method of
depreciation is used for all assets except for

a small number of older leasehold assets
which are depreciated using the reducing
balance method.

The gain or loss arising on disposal or retirement
of an item of property, plant and equipment is
determined as the difference between the sales
proceeds and the carrying amount of the asset
and is recognised in profit or loss.

The following estimated useful lives are used in
the calculation of depreciation:

e Buildings: 50 years
e Plantand equipment: 3-13 years

¢ Plantand equipment under finance lease:
5 years

¢ Leasehold interest: 50 years

¢ Leasehold improvement: 5-15 years

¢ Rental Stock: 18 months - 5 years
 Braiform stock in circulation: - 4 years

Following initial recognition at cost, land
and buildings are carried at cost less any
subsequent accumulated depreciation on
buildings and accumulated impairment losses.

Property that is being constructed for future
use as investment property is accounted for at
cost as Investment Property under AASB 140
Investment Property.

At each reporting date, the consolidated entity
reviews the carrying amounts of its assets to
determine whether there is any indication that
those assets have suffered an impairment loss.
If any such indication exists, the recoverable
amount of the asset is estimated in order to
determine the extent of the impairment loss
(if any). Where the asset does not generate
cash flows that are independent from other
assets, the consolidated entity estimates the
recoverable amount of the cash-generating unit
to which the asset belongs.

The recoverable amount of an asset or cash
generating unit is the higher of fair value less
costs to sell and value in use. In assessing value
in use, the estimated future cash flows are
discounted to their present value using a pre-
tax discount rate that reflects current market
assessments of the time value of money and
the risks specific to the asset. If the recoverable
amount of an asset (or cash-generating unit) is
estimated to be less than its carrying amount,
the carrying amount of the asset (or cash-
generating unit) is reduced to its recoverable
amount. An impairment loss is recognised
immediately in the profit or loss for the financial
year in which it was incurred.

Where an impairment loss subsequently
reverses, the carrying amount of the asset (or
cash-generating unit) is increased to the revised
estimate of its recoverable amount, but only to
the extent that the increased carrying amount
does not exceed the carrying amount that would
have been determined had no impairment

loss been recognised for the asset (or cash-
generating unit) in prior years. A reversal of an
impairment loss is recognised immediately in
profit or loss.

Provisions are recognised when the
consolidated entity has a present obligation
(Legal or constructive) as a result of a past
event, it is probable that the consolidated entity
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will be required to settle the obligation, and a
reliable estimate can be made of the amount of
the obligation.

The amount recognised as a provision is the
best estimate of the consideration required to
settle the present obligation at reporting date,
taking into account the risks and uncertainties
surrounding the obligation. Where a provision
is measured using the cash flows estimated

to settle the present obligation, its carrying
amount is the present value of those cash flows.

When some or all of the economic benefits
required to settle a provision are expected to be
recovered from a third party, the receivable is
recognised as an asset if it is virtually certain that
reimbursement will be received and the amount
of the receivable can be measured reliably.

Onerous contracts - Present obligations arising
under onerous contracts are recognised and
measured as a provision. An onerous contract
is considered to exist where the consolidated
entity has a contract under which the
unavoidable costs of meeting the obligations
under the contract exceed the economic
benefits expected to be received under it.

Dividends - A provision is recognised for
dividends when they have been declared,
determined or publicly recommended by the
Directors on or before the balance sheet date.

Public liability - A provision is recognised under
the consolidated entity’s insurance for claims
below the insured excess.

Policy for financial assets disposed of prior to
1January 2010

Available-for-sale financial assets

Certain shares held by the consolidated entity
are classified as being available-for-sale and
are stated at fair value. Fair value is determined
with reference to quoted market prices. Gains
and losses arising from changes in fair value
are recognised directly in the investments
revaluation reserve with the exception of
impairment losses. Where the investment is
disposed of or is determined to be impaired,
the cumulative gain or loss previously
recognised in the investments revaluation
reserve is included in profit or loss for the
period. Dividends on available-for-sale equity
instruments are recognised in profit and loss
when the consolidated entity’s right to receive
the dividends is established.

Loans and Receivables
Trade and other receivables are recorded at
amortised cost less impairment.

Policy for financial assets existing on or
acquired after 1 January 2010
Financial assets at amortised cost and the
effective interest rate method

Afinancial asset is measured at amortised cost
if the following conditions are met:

« the objective of the consolidated entity’s
business model in relation to those
instruments is to hold the asset to collect the
contractual cash flows;

« the contractual cash flows give rise, on
specified dates, to cash flows that are solely
payments of principal and interest on the
principal outstanding; and

* the consolidated entity does not irrevocably
elect at initial recognition to measure the
instrument at fair value through profit or loss
to minimise an accounting mismatch.

Amortised cost instruments are recognised
initially at fair value plus any directly
attributable transaction costs. Subsequent
to initial recognition the carrying amount
of amortised cost financial instruments is
determined using the effective interest rate
method, less any impairment losses.

Financial assets at fair value through other
comprehensive income

At initial recognition the consolidated entity may
make an irrevocable election (on an instrument-
by-instruments basis) to recognise the change in
fair value of investments in equity instruments
in other comprehensive income. This election is
only permitted for equity instruments that are
not held for trading purposes.

These instruments are initially recognised at
fair value plus transaction costs. Subsequent
to initial recognition, they are measured at fair
value and changes therein are recognised in
other comprehensive income and presented
within equity in the investment revaluation
reserve. When an investment is derecognised,
the cumulative gain or loss is transferred
directly to retained earnings and is not
recognised in profit or loss. Dividends or other
distributions received from these investments
are recognised in profit and loss when the
entity’s right to receive payment or the dividend
is established.

Rendering of services

The revenue of time and material contracts is
recognised at the contractual rates as labour
hours are delivered and direct expenses
incurred. Life cycle maintenance revenue is
based on stage of completion based on costs
incurred. Where a loss is expected to occur it is
recognised immediately.

Sale of goods

Revenue from the sale of goods is recognised
when the consolidated entity has passed the
significant risks and rewards of ownership of
the goods to the buyer.

Royalties
Royalty revenue is recognised on an accrual

basis in accordance with the substance of the
relevant agreement.

Interest revenue

Interest revenue is recognised on a time
proportionate basis that takes into account the
effective interest rate on the financial asset.

Dividend revenue

Dividend revenue is recognised when the
consolidated entity’s right to receive payment
has been established.

Share-based payments made to employees
and others, that grant rights over the shares of
the parent entity, Spotless Group Limited, are
accounted for as equity-settled share-based
payment transactions when the rights over the
shares are granted by Spotless Group Limited.

Equity-settled share-based payments with
employees and others providing similar
services are measured at the fair value of the
equity instrument at the grant date. Fair value
is measured by use of a binomial model and/or
Monte Carlo simulation model.

The fair value determined at the grant date

of the equity-settled share-based payments

is expensed on a straight-line basis over the
vesting period, based on the consolidated entity’s
estimate of shares that will eventually vest.

For cash-settled share-based payments, a
liability equal to the portion of the goods or
services received is recognised at the current
fair value determined at each reporting date.

When the consolidated entity recognises a loan
that is not issued at the market rate of interest,
an estimate of the present value of all future
cash receipts discounted, using the prevailing
market rate of interest, is calculated. The
variance between the nominal loan balance and
the present value calculation is deemed to be
foregone in respect of past services rendered by
the employees. This expense is then recouped
as interest revenue over the life of the loan.

Government grants are assistance by the
government in the form of transfers of resources
to the consolidated entity in return for past

or future compliance with certain conditions
relating to the operating activities of the
consolidated entity. Government grants are not
recognised until there is reasonable assurance
that the consolidated entity will comply with
the conditions attaching to them and the grants
will be received.

Government grants whose primary condition is
that the consolidated entity should purchase,
construct or otherwise acquire non-current
assets are recognised as deferred income in
the balance sheet and recognised as income
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on a systematic and rational basis over

the useful lives of the related assets. Other
government grants are recognised as income
over the periods necessary to match them with
the related costs which they are intended to
compensate, on a systematic basis.

In the application of the consolidated

entity’s accounting policies, management is
required to make judgements, estimates and
assumptions about carrying values of assets
and liabilities that are not readily apparent
from other sources. The estimates and
associated assumptions are based on
historical experience and other factors that are
considered to be relevant. Actual results may
differ from these estimates.

The estimates and underlying assumptions

are reviewed on an ongoing basis. Revisions

to accounting estimates are recognised in the
period in which the estimate is revised if the
revision affects only that period, or in the period
of the revision and future periods if the revision
affects both the current and future periods.

Judgements made by management in the
application of the Accounting Standards

that have significant effects on the financial
statements and estimates with a significant
risk of material adjustments in the next year
are disclosed, where applicable, in the relevant
notes to the financial statements.

Accounting policies are selected and applied

in a manner that ensures that the resulting
financial information satisfies the concepts of
relevance and reliability, thereby ensuring that
the substance of the underlying transactions or
other events is reported.

The following are the key assumptions
concerning the future, and other key sources
of estimation uncertainty at the balance sheet
date, that have a significant risk of causing a
material adjustment to the carrying amounts
of assets and liabilities within the next
financial year:

Securities plan loans

Interest free loans are as described in Note 3(z).
In the case of these loans an estimate of the

life of the loan is calculated by taking the age

of employees and estimating their expected
service period, i.e. their expected years to
retirement. This is reviewed at the end of

each annual reporting period. The future cash
receipts are then discounted over this estimated
loan life using a discount rate from 5.87% to
6.37%, which represents the prevailing market
rate of interest at the time the loans were taken.
During the year no further repayments of the
outstanding loans were received (2010: $0.4
million), $0.2 million has been recouped as
interest revenue (2010: $0.2 million) and there

has been no interest deemed as foregone
(2010: $nil).

Long-term contract revenue recognition

The consolidated entity has a limited number
of long-term maintenance contracts that

are engaged in a suite of related services
under the one contract. The consolidated
entity distinguishes between these revenue
streams with respect to revenue recognition.
Planned maintenance services revenue is
recognised based on services completed. Life
cycle maintenance revenue is based on stage
of completion based on costs incurred. In
recognising the revenue the consolidated entity
periodically re-forecasts the estimated total
contract costs based on the different stage of
completion of the contract.

Investment Property

The consolidated entity acquired land and
buildings (including 49 apartments) at 227
Barkly Street, Brunswick (‘the property’) for
$5.8 million in 2007 (Refer Note 16).

Itis alleged the acquired property has certain
levels of contamination, which the consolidated
entity intends to remediate, the extent of
which will be discussed with the Environment
Protection Authority Victoria. The consolidated
entity also intends to restore and remediate
the property to a condition ready for sale.

A provision for remediation and provision

to restore the property was capitalised into
the cost of the property at 30 June 2007. This
provision for remediation and restoration of
the property was estimated at $2.9 million
based on an assessment by external advisors.
Therefore, the total cost of the property at 30
June 2007 was $8.7 million. As remediation
and construction progresses, actual costs

are being monitored against the estimated
provisions made. For the year ended 30 June
2011 $1.8 million was spent on remediation and
restoration (2010: $0.6 million). The provision
for remediation was fully utilised as at 30 June
2011 (Note. 21). The land is expected to be

fully remediated during the 2012 financial
year. No further material costs are expected

to be incurred.

Impairment of goodwill

Determining whether goodwill is impaired
requires an estimation of the value in use of
the cash-generating units to which goodwill
has been allocated. The value in use calculation
requires the entity to estimate the future

cash flows expected to arise from the cash
generating unit and a suitable discount rate in
order to calculate present value.

The carrying amount of goodwill at the balance
sheet date was $421.8 million (2010: $412.5
million). Details of the impairment calculation
are provided in Note 17.



NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011 CONTINUED

4. SEGMENT INFORMATION

The consolidated entity’s reportable segments under AASB 8 are as follows:

External Sales

CONSOLIDATED

‘ Revenue ‘ Segment Result Total Assets ‘ Total Liabilities ‘
$m $m $m $m $m $m $m $m |
Operating Segments

Cleaning Services 433.8 322.0 14.1 13.9 95.1 70.9 36.7 41.1
Food Services 591.0 546.2 19.8 18.5 119.7 81.5 99.0 70.8
Laundry Services 248.8 233.1 28.8 29.2 179.1 158.0 24.8 24.4
Managed Services 1,225.0 1,159.2 373 31.7 291.0 183.4 168.5 129.9
2,498.6 2,260.5 100.0 93.3 684.9 493.8 329.0 266.2
Braiform 222.8 250.5 4.8 8.4 88.6 105.7 43.1 56.1
International Services 63.8 - (2.5) - 9.9 - 10.5 -
2,785.2 2,511.0 102.3 101.7 783.4 599.5 382.6 3223
Unallocated corporate administration - - (11.1) (8.7) 3.1 40.4 53.3 99.5
Total Operating Segments 2,785.2 2,511.0 91.2 93.0 786.5 639.9 435.9 4218
Acquisition transaction costs - - (1.1) (2.8) - - - -
Legal settlement - - - (4.6) 9.3 75 2.2 5.2

Erfziszzc;;e(ﬁggﬁs)costs and income 90.1 85.6
Net finance costs / Cash / Loans - - (25.5) (22.6) 51.6 52.9 395.9 257.1
Goodwill - - - - 421.8 4125 - -
Income tax expense / Tax balances - - (21.8) (19.5) 40.6 39.2 30.2 22.0
2,785.2 2,511.0 42.8 43.5 1,309.8 1,152.0 864.2 706.1

Inter-segment transactions are immaterial.

The accounting policies of the reportable segments are the same as the consolidated entity’s accounting policies. Segment profit represents the profit
earned by each segment without allocation of corporate administration costs, gains on disposal of businesses, legal dispute costs, transaction costs,
non-recurring items, finance costs and income tax expense.

All assets are allocated to reportable segments other than cash and cash equivalents, current and deferred tax assets, legal dispute assets, goodwill
and those assets related to disposed businesses.

Goodwill is attributable to each of the operating segments, (Note 17), but is not allocated to reportable segments for the purposes of this segment
report provided to the chief operating decision maker.

All liabilities apart from interest-bearing liabilities and borrowings, current and deferred tax liabilities and legal dispute liabilities are allocated
to reportable segments. Assets and liabilities used jointly by reportable segments are allocated to the individual reportable segments on a

reasonableness basis as determined by the Directors.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011 CONTINUED

4. SEGMENT INFORMATION (CONTINUED)
Operating Segments

Managed Services: is comprised of facilities management, asset
maintenance operations and painting and refurbishment services.
Supports a variety of sectors such as defence, education, health, industry
and mining.

Cleaning Services: provide commercial and specialised cleaning services
to a wide range of critical sectors including hospitals, schools, airports
and shopping centres as well as sports stadiums and major events.

Food Services: offer food services to a diverse range of customers
including sport stadiums, function centres, airports and business and
education institutions.

Braiform: This division manages the supply of garment hanger and
apparel packaging products, servicing clients globally.

Laundry Services: wash and supply workwear for large supermarket
chains, food manufacturing and general industry customers. Specialise
in linen and laundry for the healthcare sector, including sterilised linen
and surgical packs.

International Services: provides commercial and specialised cleaning

services to a wide range of critical sectors across the UK, USA and UAE
and food services to sports stadiums in the UK. This is a new segment

for the year ended 30 June 2011 and is as a result of the acquisitions of
Cleanevent and Event Management Catering.

Other Segment Information

| CONSOLIDATED

raon” et |
| 2010 2010 2010 |
Operating Segments $m $m $m |
Cleaning Services 18.4 173 43 3.4 19.0 30.8
Food Services 29.4 27.8 9.6 9.3 13.6 225
Laundry Services 66.5 64.4 37.7 35.2 39.0 44
Managed Services 43.0 37.2 5.7 5.5 18.7 10.5
157.3 146.7 57.3 53.4 90.3 108.2
Braiform 20.3 24.6 15.5 16.2 43.0 23.6
International Services (0.7) - 1.8 - 5.7 -
Unallocated corporate administration (11.1) (8.7) - - - -
Total Operating Segments 165.8 162.6 74.6 69.6 139.0 131.8
Acquisition transaction costs (1.1) (2.8) - - - -
Non-recurring items - (4.6) - - - -
164.7 155.2 74.6 69.6 139.0 131.8

Geographical Information
The consolidated entity’s geographical segments are determined based on the location of the subsidiary. Revenues from external customers are attributed
to individual countries based on the address of the entity that issues the invoice for the goods or services.

The consolidated entity’s revenue from external customers and information about its segment assets (non-current assets excluding financial assets,
goodwill and deferred tax assets) by geographic location are detailed as follows:

CONSOLIDATED

|
| External Sales Revenue Non-Current Assets |
I 2010 |

64

2010
$m $m |
Australia 2,203.6 1,977.1 215.9 194.3
New Zealand 304.2 2746 28.7 32.1
Hong Kong 81.2 98.2 23.5 27.0
United Kingdom 69.2 31.1 0.3 4.1
United States 20.0 23.7 3.2 4.8
Other countries 107.0 106.3 515 9.7
Total Geographical Segments 2,785.2 2,511.0 271.1 272.0

Major Customers

The consolidated entity has a number of customers to which it provides its products and services. The consolidated entity does not have any

individual contract in the current or prior year that exceeds 10% of revenue.
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CONSOLIDATED
2010

|5. PROFIT FROM OPERATIONS $m |
(a) Revenue from operating activities
Sales revenue:
Rendering of services 2,236.2 1,959.0
Sale of goods 549.0 552.0
2,785.2 2,511.0
Royalties 4.0 4.9
Revenue from operating activities 2,789.2 2,515.9
(b) Other income/(loss)
Gain/(loss) from the sale of assets:

Property, plant and equipment 0.2 0.2
Other foreign exchange gains/(losses) 0.9 0.9
Other 2.2 4.0
Other income 33 5.1
(c) Depreciation and amortisation of non-current assets
Property, plant and equipment 33.9 30.4
Laundries rental stock 27.5 26.6
Braiform stock in circulation 10.3 9.8
Amortisation of identifiable intangible assets 2.8 2.6
Leased assets 0.1 0.2
Total depreciation and amortisation of non-current assets 74.6 69.6
(d) Net Finance Costs
Interest expense:

Interest charged from third party entities 25.2 22.1

Other borrowing costs 13 1.3

Unwinding of discounts on provisions 0.1 0.1

26.6 235
Interest revenue:
Third party entities (0.9) (0.7)
Securities plan loans (0.2) (0.2)
(1.1) (0.9)
Net finance costs 25.5 22.6
(e) Other costs
Doubtful debt expense 0.9 2.9
Operating lease expense 44,0 39.1
Employee expenses - superannuation defined contribution plans 62.6 49.9
Share based payment expense 2.7 1.7
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2011
$m
(a) Income tax recognised in profit or loss
Current tax expense/(income) in respect of the current year 21.9
Adjustments recognised in the current year in relation to the current tax of prior years (0.1)
Deferred tax expense/(income) relating to the origination and reversal of temporary differences -
Total tax expense/(income) 21.8
(b) Reconciliation of prima-facie tax on profit to income tax expense
Profit 64.6
Income tax expense calculated at 30% 19.4
Items that increase/(decrease) tax expense
Investment allowances -
Capital profits offset by capital losses -
Non-deductible entertainment expense 0.3
Tax rate differential on overseas earnings 1.1
Losses not tax effected less use of previously unrecognised losses 0.2
Withholding tax on dividends and services 0.6
Other items 0.3
219
Adjustments recognised in the current year in relation to the current tax of the prior years (0.1)
Total tax expense/(income) 21.8
The tax rate used in the above reconciliation is the corporate tax rate of 30% payable by Australian corporate
entities on taxable profits under Australian tax law. There has been no change in the corporate tax rate when
compared with the previous reporting period. The consolidated entity is also subject to a number of international
tax rates, the following are those that relate to our material geographical segments: New Zealand 28% (2010:
30%); Hong Kong 16.5%; United Kingdom 26% (2010: 28%); and United States 34%. There has been no material
effect from the change in international tax rates.
(c) Deferred tax assets
Arising from temporary differences
Employee compensation and benefits accrued 24.1
Other provisions 2.7
Property, plant and equipment (0.5)
Other 5.2
31.5
Arising from tax losses or offsets
Revenue losses 8.2
Deferred tax assets 39.7
The opening balance of deferred tax assets at 1 July 2009 was $30.8 million in the consolidated entity.
Unrecognised deferred tax assets
The following deferred tax assets have not been brought to account as assets:
Arising from unused tax losses - France 0.6
Arising from unused tax losses - Other jurisdictions 0.6
Arising from unused capital losses - U.S.A. =
Arising from unused capital losses - Australia 36.0
37.2

All the above unused tax losses and deductible temporary differences have no expiry date.

14.5
(0.6)

5.6
19.5

63.0
18.9

(2.6)
(0.3)
0.3

0.6
1.7
1.5
20.1
(0.6)
19.5

23.2
33
0.8
2.9

30.2

7.3
375

0.7
0.6
3.4
36.0
40.7
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| CONSOLIDATED

| 6. INCOME TAX (CONTINUED)
(d) Deferred tax liabilities
Arising from temporary differences

Undistributed profits held in controlled entities 0.3 1.5
Catering rights and prepayments 1.5 1.5
Property, plant and equipment 13 5.0
Unbilled revenue 4.1 3.8
Capitalised development 23 1.8
Other 10.1 5.5
Deferred tax liabilities 19.6 19.1

The opening balance of deferred tax liabilities at 1 July 2009 was $14.6 million in the consolidated entity.

Unrecognised deferred tax liabilities

Deferred tax liabilities not recognised as the Company does not intend to

repatriate certain undistributed profits held in controlled entities 1.0 0.9

(e) Income tax recognised directly in equity
The following current and deferred amounts were charged/(credited) directly to equity during the period:
Deferred tax asset / (liability)

Debt hedging reserve (3.5) 0.1
Equity raising costs - 0.7
Share based payment reserve 0.1 (1.1)

(f) Tax consolidation system
The Company as head entity and its Australian resident wholly owned entities have been treated as a single entity for income tax purposes under the
Australian tax consolidation regime since 1 July 2002.

(g) Tax consolidation

The Company and its wholly-owned Australian resident entities have formed a tax-consolidated group with effect from 1July 2002 and are therefore
taxed as a single entity from that date. The head entity within the tax-consolidated group is Spotless Group Limited. The members of the tax-
consolidated group are identified in Note 34.

Entities within the tax-consolidated group have entered into a tax funding arrangement and a tax-sharing agreement with the head entity. Under
the terms of the tax funding arrangement, Spotless Group Limited and each of the entities in the tax-consolidated group has agreed to pay a tax
equivalent to or from the head entity, based on the current tax liability or current tax asset of the entity. Such amounts are reflected in amounts
receivable from or payable to other entities in the tax-consolidated group.

The tax sharing agreement entered into between members of the tax-consolidated group provides for the determination of the allocation of income
tax liabilities between the entities should the head entity default on its tax payment obligations or if any entity should leave the tax-consolidated
group. No amounts have been recognised in the financial statements in respect of this agreement as payment of any amounts under the tax sharing
agreement is considered remote.

| CONSOLIDATED
| 2011 2010 |

|7. EARNINGS PER SHARE cents per cents per

share share

Basic and diluted earnings per share

From continuing operations 16.4 17.1

Total basic and diluted earnings per share 16.4 17.1
2010 |

Reconciliation $m |

The earnings and weighted average number of ordinary shares used in the calculation of basic earnings per share are as

follows:

Earnings used in the calculation of basic and diluted earnings per share 42.8 43.0

Weighted average number of ordinary shares 260,931 251,569

Basic and diluted earnings per share produce materially the same result and as such are combined for
disclosure purposes.
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| CONSOLIDATED

| 8. DIVIDENDS
Fully Paid Ordinary Shares

Recognised Amounts

2011 Interim dividend - paid: 5.0c per share 60% franked (2010: 5.0¢ per share 100% franked) 13.1 13.0
2010 Final dividend - paid: 6.0c per share 60% franked (2009: 6.0c per share 100% franked) 15.6 13.1
28.7 26.1

Unrecognised Amounts
Final dividend: 6.0c per share 60% franked (2010: 6.0c per share 60% franked) 15.8 15.6

0n 19 August 2011, the directors declared a 60% franked final dividend of 6.0c per share to the holders of fully
paid ordinary shares in respect of the financial year ended 30 June 201, to be paid to shareholders on 13 October
2011. This dividend has not been included as a liability in these financial statements. The dividend will be paid
to all shareholders on the Register of Members on 6 September 2011. The total estimated dividend to be paid is

$15.8 million.
Adjusted franking account balance (tax paid basis) 6.8 0.5
Impact on franking account balance of dividends not recognised (4.1) (4.0)

9. CASH AND CASH EQUIVALENTS
(a) Reconciliation of cash and cash equivalents

For the purposes of the cash flow statement, cash includes cash on hand and in banks and investments in money
market instruments (excluding term deposits), net of outstanding bank overdrafts and short-term money market
borrowings that are not part of a term facility.

Cash at the end of the financial year as shown in the cash flow statement is reconciled to the related items in the
balance sheet as follows:

Cash and cash equivalents 106.9 52.9

Bank overdraft - (4.0)
Total cash and cash equivalents 106.9 48.9
(b) Financing facilities

The economic entity has the following committed facilities:

Unsecured multi-option facilities which are on a three-year term expiring on 3 July 2012.

Amount drawn 29.7 45.6

Amount undrawn 2103 194.4
Secured single-option facility which is on a one-year rolling basis.

Amount drawn - 5.4

Amount undrawn - 14.6

US Private Placement issued on 15 July 2003. Senior unsecured notes expiring 15 July 2013 and 15 July 2015.
Amount drawn 185.2 187.1
Amount undrawn - -

US Private Placement issued on 15 December 2010 and 4 January 2011. Senior unsecured notes expiring in
December 2020, December 2025 and December 2030.

Amount drawn 174.3 -
Amount undrawn - -

Unsecured single-option facilities on a one year rolling basis.

Amount drawn - 1.6
Amount undrawn - 133
Total financing facilities 599.5 462.0
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(c) Reconciliation of profit from ordinary activities after related income tax to net cash flows from operating activities

Profit for the year

Depreciation and amortisation of non-current assets
(Profit)/loss from sales of non-current assets
Share of joint venture entities profit

Interest revenue from security plan loans
Interest expense on security plan loans
Unrealised foreign exchange gain

Dividend revenue

Impairment of assets

Unwinding of discount on onerous contracts
Share based payment expense
Increase/(decrease) in income tax payable
Increase/(decrease) in deferred tax balances

Changes in assets and liabilities, net of effects from acquisition and disposal of businesses:

(Increase)/decrease in assets:
Current receivables

Current inventories
Prepayments
Increase/(decrease) in liabilities:
Current trade payables

Other current liabilities

Net cash from operating activities

Trade receivables
Allowance for doubtful debts
Other debtors

The classes of trade receivables have been determined by reference to

the credit terms and also follow the lines of the operating segments. The

credit policy requires customers to pay in accordance with these agreed

credit terms.

The credit terms for each of the operating segments are as follows:

« Cleaning: generally 30 days from date of invoice

« Food: generally 7 to 30 days from date of invoice

e Laundries: generally 30 days from end of month

 Managed Services: generally 7 to 30 days from date of invoice

» Managed Services - Other: generally 31to 60 days from date of invoice

« Braiform: generally 30 days from date of invoice

« Braiform: Under letters of credit: generally 90-120 days

« International Services: Cleaning: generally 30 days from the date of
invoice, Food - generally 7-14 days from date of invoice

In the ageing analysis on the next page, trade receivables have been aged
according to their original due date.

The consolidated entity generally trades only with recognised
creditworthy third parties, and as such collateral is not requested.

Receivables balances are monitored on an ongoing basis with the result
that the consolidated entity’s exposure to bad debts is not significant.
Specifically, for all classes of trade receivables the following basis is used

2011
$m
42.8 435
74.6 69.6
(0.2) (0.2)
(0.1) 0.1
(0.2) (0.2)
(0.9) (0.9)
(0.3) (0.2)
- (0.6)
0.1 0.1
2.7 1.7
7.9 0.4
1.9 6.1
(65.8) (13.6)
7.8 0.2
(4.7) 3.6
126 21.9
1.2 (3.6)
79.4 127.9
346.6 290.3
(4.1) (4.5)
20.9 113
363.4 297.1

to assess the allowance for doubtful debts:

* an assessment of trade receivables on an individual account basis to
determine whether there is objective evidence that an individual trade
receivable is impaired.

« all debt greater than 60 days is reviewed for any risk of dispute or
collectability.

* any prior knowledge of debtor insolvency or other credit risk is
considered.

« an estimate of irrecoverable amounts arising from the past sale of
goods and rendering of services, determined by reference to past
default experience is made.

In determining the recoverability of a trade receivable, the consolidated
entity considers any change in the credit quality of the trade receivable
from the date credit was initially granted up to the reporting date.

The concentration of credit risk is limited due to the customer base
being large and unrelated. Accordingly, the Directors believe that there
is no further credit provision required in excess of the allowance for
doubtful debts.

If a debt is considered to be in dispute or there is uncertainty around
collection, the allowance for doubtful debts is used. A debt is only written
off when it is considered to be non-recoverable and all collection efforts
have been exhausted.
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10. CURRENT TRADE AND OTHER RECEIVABLES (CONTINUED)

Managed Braiform
Cleaning Food Laundry | Managed | Services Under letters | International
Services Services Services Services Other Braiform of credit Services Total
| 2010 2010 2010 2010 2010 2010 2011 2010 pAokb] pLNLIN 2011 2010|
| $m sm B sm EEL Sm |
Trade receivables (i) 56.8 52.7 31.1 30.6 33.8 31.6 166.9 136.0 15.5 279 325 2.0 135 - 346.6 290.3
Allowance for doubtful
debts (il T 02 - ) - (02) (01) (02) (020 - - (25) (37) (01)  (05) (0.8) - (81) (45)
56.6 52.7 31.0 30.6 33.6 31.5 166.7 1358 155 49 254 28.8 1.0 1.5 127 - 342.5 285.8
Movement in
the allowance
for doubtful debts
Ef‘t‘;;“yee:trbeg'”"'"g S 202 () 1) (02 - - - (37 22 (05 (06 - N ER
ﬁmguntswnttenoff ) - o1 - 02 ) ) ) ) - o1 ) ) : i - 04
uring the year
Amounts recovered ) . ) ) ) . ) ) ) . ) i ) ) : i } i
during the year
(Increase)/decrease
in allowance
recognised in (02) - (01) 01 (0.3) (02) - (02) - - 12 (1.6) 04 0.1 (0.8) - 04 (1.8)
profit or loss
m‘zg;era‘e"dd 020 - (01) - (02 (0.1) (02) (02) - - (25 (37) (01) (05) (0.8) - (&1) (45)
Ageing of past due but
not impaired (i) (iii)
30 - 60 days 107 126 6.6 6.1 107 62 140 126 N/A N/A 61 92 N/A N/A 2.8 - 509 46.7
60 - 90 days 16 2.1 15 08 12 09 32 44 04 01 33 44 N/A N/A 0.6 - 118 127
90 - 120 days 06 15 08 04 07 07 19 20 07 - 08 12 0.1 02 03 - 59 6.0
+120 days 10 04 07 03 06 07 62 61 07 05 17 24 07 06 0.9 - 125 11.0
Total 139 166 96 7.6 132 85 253 251 18 0.6 119 172 0.8 08 4.6 - 811 76.4

(i) Included in the consolidated entity’s trade receivables balance are debtors with a carrying amount of $81.1 million (2010: $76.4 million) which are past due at the reporting date for which the consolidated entity has not
provided as there has not been a significant change in credit quality and the amounts are still considered recoverable. The consolidated entity does not hold any collateral over these balances.

(i) At30 June 2011 there are no material individually impaired trade receivables included in the allowance for doubtful debts (2010: $Nil).

(iii)  The Spotless standard Terms and Conditions allows for interest to be charged on overdue debts.
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| CONSOLIDATED
|Spotless Group Limited

11. CURRENT INVENTORIES

Raw materials and stores 3.8 3.9
Finished goods 38.9 46.2
42.7 50.1

12. OTHER CURRENT FINANCIAL ASSETS
At amortised cost (i)
Securities plan loans 3.5 1.6
3.5 1.6

(i) All current financial assets are non interest bearing.

13. INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD
Investments in jointly controlled entities 4.0 4.8
4.0 4.8

CONSOLIDATED
CARRYING AMOUNT

OWNERSHIP INTEREST

Joint Venture Entities

ZFS Functions Ltd (Food Services, Australia) 50 50 - 0.2
Eden Park Catering Ltd (Food Services, New Zealand) 50 50 4.0 4.6
Spotless Servicgs Midqle East General Maintenance LLC 50 50 } i
(Managed Services, Middle East)

Bonnyrigg Management Pty Limited (Managed Services, Australia) 50 50 - -
Teljag Pty Ltd (Corporate, Australia) 50 50 = -
Cleanevent Resources LLC (Cleaning, Middle East) 49 49 - -

CONSOLIDATED

Reconciliation of movement in investment in joint venture entities

Balance at the beginning of the year 4.8 5.0
Share of profit / (loss) for the year 0.1 0.1
Dividends (0.7) (0.3)
Effects of foreign exchange differences (0.2) -
Balance at the end of the year 4.0 4.8

Summarised financial information in respect of the consolidated entity’s jointly controlled entities is set out below:
Financial position:

Current assets 1.6 1.3
Non-current assets 3.2 3.5
4.8 48
Current liabilities (1.8) (1.1)
Non-current liabilities (0.5) -
(2.3) (1.1)
Net assets 2.5 3.7
Consolidated entity’s share of jointly controlled entities’ net assets 13 1.9
Financial performance:
Income 12.7 19.6
Expenses 12.5 19.4
Consolidated entity’s share of jointly controlled entities’ profit/(loss) 0.1 0.1

Dividends received from joint ventures

During the year the consolidated entity received dividends of $655,000 (2010: $330,000) from its jointly controlled entities.

Contingent liabilities and capital commitments

The consolidated entity’s share of capital commitments, other expenditure commitments and contingent liabilities of jointly controlled entities are
disclosed in Notes 30 and 31 respectively.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011 CONTINUED

CONSOLIDATED

Spotless Group Limited

14. OTHER NON-CURRENT FINANCIAL ASSETS
Equity instruments measured at fair value through other comprehensive income 6.6 7.9

Financial assets at amortised cost:

Loans to other persons 1.1 13
Other receivables (i) 15.4 117
Securities plan loans (i) (ii) 11.3 13.1

34.4 34.0

(i) Non interest bearing.

(ii) Details regarding credit risk is disclosed in Note 35.

AT COST

Investment

Laundries| Braiform Property

Freehold Leasehold| Plant and Rental| Stockin Under| Leased
Land| Buildings| Improvements| Equipment Stock| Circulation| Construction assets

$m|  $m| $m | $m | $m | $m | $m[  $m

TOTAL

15. PROPERTY, PLANT AND EQUIPMENT

Consolidated

Gross carrying amount

Balance at1July 2009 10.3 16.6 39.0 343.0 164.9 76.6 8.7 3.0 662.1
Additions - - 3.9 52.5 25.7 18.3 - - 100.4
Disposals - (0.6) (1.5) (13.4) (6.0) - - (1.1)  (22.6)
Transfer to Investment Property (i) - - - - - - (8.7) - (8.7)
Net foreign exchange variance (0.1) (0.1) (3.0 2.4 0.8 (4.6) - - (4.6)
Balance at 30 June 2010 10.2 15.9 38.4 384.5 185.4 90.3 - 1.9 726.6
Additions - - 3.2 33.7 25.6 13.9 - - 76.4
Disposals - (0.1) (0.3) (9.4) - (5.6) - - (15.4)
Net foreign exchange variance (0.1) (0.4) (0.5) (21.5) (2.7) (16.6) - (0.2)  (42.0)
Balance at 30 June 2011 10.1 15.4 40.8 387.3 208.3 82.0 - 1.7 745.6
Accumulated depreciation

Balance at1)uly 2009 - (3.0) (22.7) (258.1) (129.9) (60.6) - (1.9) (476.2)
Disposals - 0.1 1.5 13.7 6.0 - - 1.1 22.4
?:;I:gresglts()oglj;?ﬁ[t)alrments losses ) i ) 0.6 ) ) ) ) 0.6
Net foreign exchange variance - 0.2 1.6 1.7 0.3 3.8 - - 7.6
Depreciation expense - (0.3) (3.2) (26.8) (26.6) (9.8) - (0.2)  (66.9)
Balance at 30 June 2010 - (3.0) (22.8) (268.9) (150.2) (66.6) - (1.0) (512.5)
Disposals - - 0.3 8.9 - 5.6 - - 14.8
Reversals of impairments losses ) i ) ) ) ) ) ) }
charged to profit

Net foreign exchange variance - 0.1 0.2 15.0 15 12.1 - 0.1 35.0
Depreciation expense - (0.3) (3.9) (29.7) (27.5) (10.3) - (0.1)  (71.8)
Balance at 30 June 2011 - (3.2) (26.2) (274.7) (170.2) (59.2) - (0.1) (534.5)
Net book value

Balance at 30 June 2010 10.2 12.9 15.6 115.6 35.2 23.7 - 0.9 2141
Balance at 30 June 2011 10.1 12.2 14.6 112.6 38.1 22.8 - 0.7 211.1

(i) Refer Note 3(t) and Note 16.
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2011
$m
Balance at1]uly 1.5 -
Transfers from Property, Plant and Equipment (Note 3t) - 8.7
Refund of GST on original purchase - (0.5)
Revision in provision for land remediation (Note 21) - (0.7)
Costs incurred for investment property under construction 1.8 -
Balance at the end of the financial year 9.3 1.5
The fair value of this property as at 30 June 2011 has been assessed as $9.4 million (2010: $7.5 million).
Goodwill 498.8 489.5
Accumulated impairment losses (77.0) (77.0)
421.8 412.5

Goodwill
Balance at beginning of financial year 489.5 4703

Additional amounts recognised from business combinations occurring during the period 5.4 16.7

Adjustments due to finalisation of acquisition accounting 6.3 2.1

Effects of foreign exchange differences (2.4) 0.4
Balance at the end of the financial year 498.8 489.5
There was no movement in accumulated impairment losses for the year (2010: no movement).
The entire balance of goodwill has been allocated for impairment testing purposes to six groups of cash generating
units, as follows:
Individual cash-generating units
Taylors Group Limited - 5.0
Groups of cash-generating units
Cleaning Services 53.7 47.8
Food Services 86.9 87.9
Laundry Services 25.6 20.0
Managed Services 76.1 76.9
International Services 4.6 -
Braiform - net of impairment losses 174.9 174.9

During the year Taylors Group Limited was legally amalgamated into Spotless Facility Services (NZ) Limited. As a result, Taylors Group Limited
forms part of the Laundry Services cash-generating unit as at 30 June 2011. Additionally, a new cash-generating segment International Services was
introduced during the year (refer Note 4). Other than these two changes the cash generating units remain consistent with the prior year.

Cleaning, Food, Laundry Services, Managed Services and International Services

The recoverable amount is determined based on a value in use calculation which uses cash flow projections based on financial budgets / business
plans approved by the Board of Directors covering a five year period extrapolated over a further five years using nominal growth rates with a residual
at the end of year 10, and a pre-tax discount rate of 10.2% pa (2010: 10.7% pa). Any reasonable possible change in the key assumptions on which the
recoverable amount is based would not cause the carrying amount to exceed its recoverable amount.

Braiform

The recoverable amount is determined based on a value in use calculation which uses cash flow projections based on financial budgets / business
plans approved by the Board of Directors covering a five year period extrapolated over a further five years using nominal growth rates with a residual
at the end of year 10, and a pre-tax discount rate of 9.4% pa (2010: 9.4% pa). Any reasonable possible change in the key assumptions on which the
recoverable amount is based would not cause the carrying amount to exceed its recoverable amount.

For all calculations the budgeted gross margin is the budgeted gross margin for the next financial year. Other influences on projections such as
movements in commodity prices and inflation are factored into the calculation.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011 CONTINUED

Spotless Group Limited

18. INTANGIBLE ASSETS

CONSOLIDATED

Patents 4.6 45

Brand names 3.7 3.7

Customer contracts 103 5.6

Capitalised development 43.8 20.7

Accumulated amortisation (8.8) (6.2)

53.6 28.3

Reconciliations

Patents

Balance at beginning of financial year 4.5 4.2
Additions 0.3 0.4
Effects of foreign exchange differences (0.2) (0.1)

Balance at end of financial year 4.6 45

Accumulated amortisation

Balance at beginning of financial year (2.8) (2.5)
Amortisation for the period (0.2) (0.4)
Effects of foreign exchange differences 0.2 0.1

Balance at end of financial year (2.8) (2.8)

Brand names

Balance at beginning of financial year 3.7 5.0
Acquisitions through business combinations - -
Adjustments due to finalisation of acquisition accounting - (1.3)

Balance at end of financial year 3.7 3.7

Accumulated amortisation

Balance at beginning of financial year (0.5) (0.3)
Amortisation for the period (0.2) (0.2)

Balance at end of financial year (0.7) (0.5)

Customer contracts

Balance at beginning of financial year 5.6 5.6
Acquisitions through business combinations 4.7 -

Balance at end of financial year 10.3 5.6

Accumulated amortisation

Balance at beginning of financial year (1.1) (0.5)
Amortisation for the period (0.7) (0.6)

Balance at end of financial year (1.8) (1.1)

Capitalised development

Balance at beginning of financial year 20.7 8.4
Additions from internal development 23.1 123

Balance at end of financial year 43.8 20.7

Accumulated amortisation

Balance at beginning of financial year (1.8) (0.4)
Amortisation for the period (1.7) (1.4)

Balance at end of financial year (3.5) (1.8)

Aggregate amortisation allocated during the year is recognised as an expense and disclosed in Note 5(c) to the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011 CONTINUED

Spotless Group Limited

19. CURRENT TRADE AND OTHER PAYABLES

CONSOLIDATED

Trade payables (i) 342.1 338.5
Goods and Services Tax (GST) payable 12.4 7.8
354.5 346.3
(i) Credit periods range from 1 day prompt payment to 75 days. The average credit period is 45 days. Interest has not been incurred on any outstanding balances.
The consolidated entity has financial risk management policies in place to ensure that all payables are paid within the credit timeframe.
Financial guarantees
The parent entity is: (i) party to a financial guarantee in respect of an entity in the consolidated entity; and (ii)
party to a deed of cross guarantee with other entities in the consolidated entity. The nature of the deed of cross
guarantee is such that each company which is party to the deed, guarantees, to each creditor, payment in full of any
debt in accordance with the deed of cross guarantee. No material adjustment is required in the separate financial
statements of the Company to recognise the financial guarantee liability associated with its exposure under the
deed of cross guarantee or with respect to the parent entity guarantee to a bank.
20. CURRENT BORROWINGS
Unsecured: at amortised cost
Bank facilities - 14.0
Secured: at amortised cost
Finance lease liabilities (i) 0.1 0.1
0.1 14.1
(i) Secured by the assets leased.
Details regarding interest rate, foreign exchange and liquidity risk is disclosed in Note 35.
21. CURRENT PROVISIONS
Public liability 3.7 5.1
Employee benefits (i) 719 72.4
Directors’ retiring allowance 0.4 0.4
Onerous lease contracts 0.4 0.1
Land remediation - Barkly Street - 0.8
82.4 78.8

(i) The current provision for employee benefits includes $20.3 million of vested long service leave entitlements accrued but not expected to be taken within 12 months (2010: $19.3 million). All annual leave entitlements

accrued in the current provision for employee benefits are expected to be taken within 12 months.

Reconciliations

Reconciliations of the carrying amounts of each class of provision are set out below:

Public liability

Carrying amount at beginning of year 5.1 2.0
Increase/(decrease) in provision during the year 0.2 0.5
Provisions acquired through business combinations - 3.2
Payments made during the year (1.6) (0.6)

Carrying amount at end of the year 3.7 5.1
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011

CONSOLIDATED

|Spotless Group Limited
21. CURRENT PROVISIONS (CONTINUED)

Reconciliations (continued)
Directors’ retiring allowance

Carrying amount at beginning of year 0.4 0.6
Interest earned - 0.1
Payments made during the year - (0.3)

Carrying amount at end of the year 0.4 0.4

Onerous lease contracts

Carrying amount at beginning of year 0.1 0.8
Provisions (written back / utilised ) during the year - (0.7)
Provisions acquired through business combinations 0.3 -

Carrying amount at end of the year 0.4 0.1

Land Remediation - Barkly Street

Carrying amount at beginning of year 0.8 2.1
Payments made during the year (0.8) (0.6)
Provisions reversed during the year (Note 16) - (0.7)

Carrying amount at end of the year - 0.8

Public liability

The provision for public liability represents the Directors’ best estimate of the future sacrifice of economic benefits that will be required under the
consolidated entity’s insured public liability exposure relating to claims below the insured excess. The estimate is based on historical trends and may
vary as a result of claims.

Directors’ retiring allowance

The Board in 2006 decided to discontinue the Non-Executive Directors’ retiring allowance effectively from 1 July 2006. It was agreed at the 2006
Annual General Meeting that the accrued entitlements of the Non-Executive Directors’ retiring allowance would be held by the Company until they
cease office.

Onerous lease contracts

The provision for onerous lease contracts represents the present value of future lease payments that the consolidated entity is presently obliged to
make under non-cancellable onerous operating lease contracts, less revenue expected to be earned on the lease including estimated future sub-lease
revenue, where applicable. The estimate may vary as a result of changes in the utilisation of the leased premises and sub-lease arrangements where
applicable. The unexpired term of the leases range from 2 to 7 years.

Land Remediation - Barkly Street

The provision for land remediation represents the estimated costs to be incurred to restore the property at 227 Barkly Street to a condition ready
for sale (refer Note 16). The estimate was based on an assessment by external advisors. Remediation is at an advanced stage and is expected to be
complete during financial year 2012. No further material costs are expected to be incurred.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011 CONTINUED

|
|
|Spotless Group Limited

22. OTHER CURRENT LIABILITIES

CONSOLIDATED

Owing under purchase and other agreements (non interest bearing) 0.4 2.0
Derivatives at fair value 0.1 2.8
0.5 48

Details regarding derivatives are disclosed in Note 35.

23. NON-CURRENT BORROWINGS

Unsecured: at amortised cost
Bank loans 29.7 45.6
Senior unsecured notes 276.2 150.5

Secured: at amortised cost
Finance lease liabilities (i) 0.3 0.4

306.2 196.5

(i) Secured by the assets leased.

Details regarding interest rate, foreign exchange and liquidity risk are disclosed in Note 35.

24. OTHER NON-CURRENT FINANCIAL LIABILITIES

Derivatives at fair value 83.2 36.7

Details regarding derivatives are disclosed in Note 35.

25. NON-CURRENT PROVISIONS

Employee benefits 3.8 3.5

Decommissioning costs 23 23

Onerous lease contracts 0.5 0.3

6.6 6.1

Reconciliations

Reconciliations of the carrying amounts of each class of provision are set out below:

Decommissioning costs

Carrying amount at beginning of year 23 23
Decommissioning costs utilised - -

Carrying amount at end of the year 23 23

Onerous lease contracts (Note 21)

Carrying amount at beginning of year 0.3 0.4
Provisions (written back / utilised ) during the year (0.2) (0.2)
Unwinding of discount 0.1 0.1
Provisions acquired through business combinations 0.3 -

Carrying amount at end of the year 0.5 0.3

Provision for decommissioning costs

The provision for decommissioning costs is a capitalised estimate of the costs of dismantling plant and equipment and restoring sites on which it is
located. This obligation is incurred when the item is acquired or as a consequence of having used the item during a particular period for purposes
other than to produce inventories during that period. The consolidated entity has identified the ‘make-good’ clauses on some of its leasehold

properties to meet such criteria.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011 CONTINUED

CONSOLIDATED

Spotless Group Limited

26. OTHER NON-CURRENT LIABILITIES

Owing under purchase and other agreements 0.5 0.8
27. RESERVES

Debt hedging reserve (8.1) 1.1
Investment revaluation reserve (10.5) (9.8)
Foreign currency translation reserve (36.7) (25.4)
Share based payment reserve (2.9) (2.1)
Balance at the end of the financial year (58.2) (36.2)
Debt hedging reserve

The hedging reserve represents hedging gains and losses recognised on the effective portion of cash flow hedges. The cumulative deferred gain or
loss on the hedge is recognised in profit or loss when the hedged transaction impacts the profit or loss, or is included as a basis adjustment to the
non-financial hedged item, consistent with the applicable accounting policy.

Investment revaluation reserve
The investment revaluation reserve arises on the revaluation of available-for-sale financial assets / equity instruments classified as fair value through
other comprehensive income. The reserve also includes gains / losses on acquisitions of non-controlling interests (Note 3(b)).

Foreign currency translation reserve
Exchange differences relating to foreign currency monetary items forming part of the net investment in a foreign operation and the translation of
foreign controlled entities are brought to account by entries made directly to the foreign currency translation reserve, as described in Note 3(c).

Share based payment reserve
The Share based payment reserve is used to record the value of benefits provided to employees and Directors in the form of equity as part of their
remuneration. The Plans are described in Note 28.
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2011

No.
Balance at beginning of the financial year 2,252,354 778,595
Granted during the year 2,234,708 1,844,032
Vested during the year (522,446)  (260,344)
Lapsed during the year (170,828)  (109,929)
Balance at the end of the financial year (i) 3,793,787 2,252,354

No.

Granted 20 November 2008 7 - - 668,666 20/11/08 30/06/11 31/08/11 -
Granted 18 September 2009 10 - 1,080,430 - 18/09/09 30/06/12 31/08/12 -
Granted 18 September 2009 2 - 358,744 - 18/09/09 31/12/09 30/06/10 -
Granted 17 March 2010 1 - 404,858 - 17/03/10 17/03/10 17/03/12 -
Granted 17 September 2010 12 1,496,589 - - 17/09/10 30/06/13 31/08/13 -
Granted 17 September 2010 2 355,634 - - 17/09/10 30/06/12 - -
Granted 17 March 2011 3 382,485 - - 17/03/11 30/06/13 31/08/13 -

All rights issued to key management personnel are subject to EPS and relative TSR hurdles described in the footnote to the following table and in the Remuneration Report. The following table details the underlying inputs
into the fair value of the all performance rights issued (KMP and non-KMP):

Granted 20 November 2008 167,166 160  Monte- 2.63 40% 5.5% 3.62% Relative TSR
Carlo hurdle
501,500 2.04  Binomial 2.63 40% 5.5% 3.48% EPS hurdle
Granted 18 September 2009 270,108 186  Monte- 2.73 45% 4.5% 4.73% Relative TSR
’ : Carlo ) : ’ hurdle
810,322 2.41  Binomial 2.73 45% 4.5% 4.66% EPS hurdle
Granted 18 September 2009 124,530 2.73  Binomial 2.73 65% N/A 3.11% Service based
224,214 2,67  Binomial 2.73 65% N/A 3.53% Service based
Granted 17 March 2010 404,858  2.64-2.91 Analytic 291 n/a n/a 4 234030 Service based
Granted 17 September 2010 1,122,442 1.97  Binomial 2.30 30% 5.2% 4.74% EPS hurdle
Monte- o o Relative TSR
374,147 1.37 Carlo 2.30 30% 5.2% 4.74% hurdle
A Service based and

0 0 0
Granted 17 September 2010 355,634 2.08  Binomial 2.30 30% 5.2% 4.69% EBITDA hurdle
Granted 17 March 2011 286,864 1.97  Binomial 2.30 30% 5.2% 4.74% EPS hurdle
Monte- o o o Relative TSR
95,621 137 Carlo 2.30 30% 5.2% 4.74% hurdle

(i) The consolidated entity established a performance based share plan in 2006. The plan provides for annual grants of performance rights to be made based on a 3 year performance period with entitlement to vest only in
the event participants achieve their targets at the end of the 3 year period. The performance rights were issued free of charge and entitle the holder to one fully paid ordinary share in the entity subject to meeting the
vesting conditions.

The performance criteria focuses directly on shareholder value i.e. non-diluted earnings per share (EPS) and relative total shareholder return (RTSR). The Human Resources Committee believes that the performance
measures chosen are consistent with market practice and are an effective means of linking performance with measurable, long term outcomes. The long term interests of shareholders are reflected in the measure chosen,
and are therefore an effective method of aligning the interests of the executives with those of the shareholders.

Vesting of rights with EPS burdles is based on EPS criteria related to growth over 3 years. Vesting of rights with Relative TSR hurdles is based on RTSR criteria measuring the relative return to shareholders based on the
share price movement and dividends paid compared to other entities in the ASX 100 to 200 companies. Refer to the Remuneration Report in the Directors’ Report for further information on the performance criteria.
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Equity interests in controlled entities:

Details of the percentage of ordinary shares held in controlled entities are disclosed in Note 34 to the financial statements.
Details of the percentage of interests in joint ventures are disclosed in Note 13 to the financial statements.

The following persons were key management personnel of Spotless Group Limited during the financial year:

Directors during and at the end of the financial year

P ] Smedley Non-Executive Chairman

A E Beanland Non-Executive Director

J P Farnik Managing Director & Chief Executive Officer
B K Morris Non-Executive Director

D A Pritchard Non-Executive Director

E M Proust Non-Executive Director

G T Ricketts Non-Executive Director

Executives during and at the end of the financial year

A Carstens

Chief Financial Officer

) Bishop* Group General Manager - Laundry Services

H Cook Group General Manager - International Services Appointed 1)uly 2010

M English Group General Manager - Marketing

N Ente Chief Executive Officer - Braiform

W Field Group General Manager - Managed Services

M Givoni Group General Manager - Corporate Development

A McDougall Group General Manager - Human Resources Appointed 23 November 2010
] Pearce Group General Manager - Human Resources Retired 31 December 2010
) Page Group General Manager - Cleaning Services

T Sexton Group General Manager - Food Services

A Stevens Chief Information Officer

M Sutton* Group General Manager - Laundry Services Appointed 30 May 2011

R Wilkie Group General Manager - Public Affairs

*Mr Bishop is retiring as GGM, Laundry Services and his role is transitioning over to Mr Sutton who commenced 30 May 2011.



NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011 CONTINUED

29. RELATED PARTY DISCLOSURES (CONTINUED)

(b) Key management personnel compensation and retirement benefits (continued)
The aggregate compensation of the key management personnel of the consolidated entity is set out below:

CONSOLIDATED

2010 |

$ |
Short-term employee benefits 8,056,123 6,555,091
Post-employment benefits 420,217 435,602
Termination payments - -
Share-based payment 1,941,929 552,482
10,418,269 7,543,175
Director fees paid by Taylors Group Limited - 45,564
10,418,269 7,588,739

Details of key management personnel compensation and retirement benefits are disclosed in the Directors’ Report as the Company is applying the relief granted under AASB 2008-4 “Amendments to Australian Accounting
Standards - Key Management Personnel Disclosures by Disclosing Entities” that exempt disclosing entities that are companies from providing remuneration disclosures in relation to their key management personnel in
their annual financial reports required by AASB 124 “Related Party Disclosures”.

(c) Key management personnel loan disclosures

Balance at| Interest charged Interest not Write-off Balance atend| Highest in period
beginning charged
$| $| $| $| $| $|
T Sexton
2011 1,453,900 - - - 1,453,900 1,453,900
2010 1,453,900 - - - 1,453,900 1,453,900
] Bishop
2011 15,000 - - - 15,000 15,000
2010 15,000 - - - 15,000 15,000
M Givoni
2011 1,274,500 - - - 1,274,500 1,274,500
2010 1,274,500 - - - 1,274,500 1,274,500
Total 2011 2,743,400 - - - 2,743,400 2,743,400
Total 2010 2,743,400 - - - 2,743,400 2,743,400
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011 CONTINUED

29. RELATED PARTY DISCLOSURES (CONTINUED)

(d) Key management personnel equity holdings
Fully paid ordinary shares issued by Spotless Group Limited (i)

Received on
Balance at start vesting of
of reporting Granted as performance Net other | Balance at end of
period compensation rights changes | reporting period
No. No. No. No. No.
Directors
P ] Smedley
2011 164,182 - - - 164,182
2010 157,237 - - 6,945 164,182
A E Beanland
2011 31,668 - - 22,582 54,250
2010 12,723 - - 18,945 31,668
B K Morris
2011 32,194 - - 1,717 33,911
2010 24,095 - - 8,099 32,194
L B O’Bryan (ii)
2011 n/a - - n/a n/a
2010 28,045 - - n/a n/a
D A Pritchard
2011 49,783 - - - 49,783
2010 42,838 - - 6,945 49,783
E M Proust
2011 34,055 - - 1,815 35,870
2010 26,407 - - 7,648 34,055
G T Ricketts
2011 27,248 - - 1,453 28,701
2010 19,469 - - 7,779 27,248
Executives
] Farnik
2011 - - 148,969 101,412 250,381
2010 - - - - -
A Carstens
2011 - - 57,904 - 57,904
2010 - - - - -
] Bishop
2011 16,428 - 27,895 - 44,323
2010 16,428 - - - 16,428
T Sexton
2011 299,088 - 36,764 - 335,852
2010 297,260 - - 1,828 299,088
N Ente
2011 - - 45,956 - 45,956
2010 - - - - -
W Field
2011 - - 21,691 - 21,691
2010 - - - - -
M Givoni
2011 254,823 - - - 254,823
2010 254,823 - - - 254,823
) Page
2011 - - - 10,000 10,000
2010 - - - - -
A Stevens
2011 1,000 - - - 1,000
2010 - - - 1,000 1,000
R Wilkie
2011 2,142 - - 54 2,196
2010 n/a - - 2,142 2,142
Total 2011 912,611 - 339,180 139,033 1,390,824
Total 2010 879,325 - - 61,331 912,611

The shareholdings include shares acquired under the Spotless Group Securities Plan and Spotless Services Securities Plan described in Note 29(e).

(i) Includes Ordinary Shares held directly, indirectly or beneficially by Key Management Personnel, including their related parties.
(i) L O’'Bryan retired as a director on 20 November 2009.
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FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011

29. RELATED PARTY DISCLOSURES (CONTINUED)

Executive performance rights issued by Spotless Group Limited

Balance at Granted as
beginning of compensation Rights Vested Rights Lapsed | Balance at end
period [ during the year during year (i) during year of period
2011 No. No. No. No. No.
Executives
] Farnik 555,000 430,808 (148,969) (21,281) 815,558
A Carstens 215,765 155,330 (57,904) (8,272) 304,919
T Sexton 145,091 108,899 (36,764) (5,252) 211,974
| Bishop 109,309 83,768 (27,895) (3,985) 161,197
M Givoni 89,069 112,489 - - 201,558
N Ente 171,243 124,456 (45,956) (6,565) 243,178
W Field 131,231 123,259 (21,691) (3,099) 229,700
| Page 64,777 83,768 - - 148,545
A Stevens 68,826 86,162 - - 154,988
H Cook n/a 83,768 - - 83,768
R Wilkie - 57,810 - - 57,810
M Sutton n/a - - - -
M English - 46,072 - - 46,072
1,550,311 1,496,589 (339,180) (48,454) 2,659,266

(i) Each right issued entitles the holder to one fully paid ordinary share in the Company (for no consideration) subject to meeting certain vesting conditions.

(e) Spotless Group Securities Plan

The Spotless Group Securities Plan (‘the Group Plan’) provides for the issue of shares and other securities such as options, warrants and any other
securities which may become appropriate to provide incentive and rewards for employees and Executive Directors of the Company. Members are
advanced funds to purchase fully paid shares with the amount of the loan being returned as subscription monies to the company making the loan.
The cash effect of these employee loan and capital subscription transactions is neutral for the Company. These loans attract no interest. The Spotless
Services Securities Plan has terms and conditions similar to those under the Group Plan.

At 30 June 2011 directors and executives had a balance of 550,716 ordinary shares (2010: 550,716 shares) under the provisions of the Group Plan.
During 2011 no executives or Spotless Group Limited Directors repaid loans under the provisions of the Securities Plan (2010: nil executives or directors).

There were no shares issued under the Spotless Group Securities Plan in the current year (2010: Nil).

(f) Other transactions with key management personnel
There were no other transactions between Key Management Personnel, or their related parties, and the Company or its subsidiaries during the reporting period.

(g) Transactions within the wholly-owned group
The wholly-owned group includes the ultimate parent entity in the wholly-owned group, wholly-owned controlled entities, and other entities in the
wholly-owned group. The ultimate parent entity in the wholly-owned group is Spotless Group Limited.

During the year, the parent entity derived no dividend revenue from wholly-owned controlled entities (2010: $44.5 million). Dividends of $27.5 million
were declared payable to the parent entity in August 2011.

As at 30 June 2011 amounts receivable by the parent entity from wholly-owned controlled entities totalled $421.9 million (2010: $349.6 million).

During the financial year Spotless Group Limited provided administration services to other entities in the wholly-owned group. Other transactions that
occurred during the financial year between entities in the wholly-owned group were:

 advancement of interest free loans;

« sale and purchase of goods at cost;

« rental of premises at commercial rates; and

« forgiveness of intercompany debt.

(h) Transactions with other related parties

Other related parties include the ultimate parent entity, partly-owned controlled entities, joint venture entities, directors of related parties and their
director related entities and other related parties.

(i) Controlling entities
The parent entity in the consolidated entity is Spotless Group Limited.
The ultimate parent entity in the wholly-owned group is Spotless Group Limited.

The ultimate Australian parent entity is Spotless Group Limited.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011 CONTINUED

Spotless Group Limited

30. COMMITMENTS FOR EXPENDITURE
(a) Capital expenditure commitments

CONSOLIDATED

Not longer than 1 year 1.8 0.3

Longer than 1year and not longer than 5 years - -

Longer than 5 years - -

1.8 0.3

These commitments represent contractual obligations to purchase plant and equipment.

(b) Other commitments

Not longer than 1 year 36.7 26.9

Longer than 1year and not longer than 5 years 110.5 42.3

Longer than 5 years 4.3 5.9
151.5 75.1

The majority of these commitments represent minimum catering rights on long-term contracts. Additional catering

rights based on future revenues are, or may become payable, however these cannot be accurately quantified.

(c) Lease commitments

Finance lease liabilities and non-cancellable operating lease commitments are disclosed in Note 32 to the

financial statements.

31. CONTINGENT LIABILITIES

Legal proceedings (i) - -

Contract and bank guarantees and letters of credit (ii) 373 343

(i) The cosolidated entity does not have any contingent liabilities in respect of legal proceedings as at 30 June 2011.

(i) A number of entities in the consolidated entity are required to guarantee their performance or provide financial surety for certain contracts. The amount disclosed represents the aggregate amount of such guarantees.

The extent to which an outflow of funds will be required is dependent on the future operations.
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FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011 CONTINUED

|Spotless Group Limited
32. LEASES
(a) Operating leases

Leasing arrangements

Operating leases relate to office facilities, motor vehicles, laundry plants and specialised mechanical equipment
with lease terms of 4 to 25 years. All operating lease contracts contain market review clauses in the event that the
consolidated entity exercises its option to renew. The consolidated entity does not have an option to purchase the
leased assets at the expiry of the lease period.

Non-cancellable operating leases

CONSOLIDATED

Not longer than 1 year 32.7 28.8

Longer than 1year and not longer than 5 years 66.9 42.8

Longer than 5 years 64.1 15.2
163.7 86.8

(b) Finance leases

Leasing arrangements

Finance leases relate to plant and equipment with lease terms of one to ten years. The Consolidated entity has

options to purchase the equipment at a market price at the conclusion of the lease agreements.

Finance lease liabilities

Minimum future lease payments

Not later than 1year 0.1 0.2

Later than 1 year and not later than 5 years 0.3 0.3

Later than 5 years 0.1 0.1

Minimum Finance Lease Payments 0.5 0.6

Less future finance charges (0.1) (0.1)

Present value of minimum lease payments 0.4 0.5

Present Value of minimum future lease payments

Not later than 1 year 0.1 0.1

Later than 1year and not later than 5 years 0.2 0.3

Later than 5 years 0.1 0.1

Present value of minimum lease payments 0.4 0.5

Included in the financial statements as:

Current borrowings (Note 20) 0.1 0.1

Non-current borrowings (Note 23) 0.3 0.4

0.4 0.5

33. REMUNERATION OF AUDITORS

| CONSOLIDATED

|Auditor of the parent entity

Auditing/reviewing the financial report 761 751
Catering right audits 34 40
Other services 9 14
804 805

Other Deloitte Touche Tohmatsu International auditors
Auditing the financial report 743 707
Tax advice and other services 14 36
757 743
1,561 1,548
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FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011

Parent entity (incorporated in Australia)

Spotless Group Limited

Wholly-owned entities of Spotless Group Limited with ownership interest of 100% (2010: 100%) incorporated in Australia:

Allmark Services Australia Pty Ltd (c) | Cleandomain Pty Ltd (c) | Redfern Services Pty Ltd (c)
Bennelong Services Pty Ltd (c) | Cleanevent Australia Pty Ltd (c) | Spotless Apparel Pty Ltd ()
Berkeley Challenge Pty Ltd (c) | Cleanevent International Pty Ltd (c) | Sports Venue Services Pty Ltd (c)
Berkeley Challenge (Central) Pty Ltd (c) | Cleanevent Technology Pty Ltd (c) | Spotless Cleaning Services Pty Ltd ()
Berkeley Challenge (Commercial) Pty Ltd (c) |CleanVu Pty Ltd (c) | Spotless Defence Services Pty Ltd ()
Berkeley Challenge (East) Pty Ltd (c) | Cromer Services Pty Ltd (c) Zzzﬁ:z Ezc;l:zysg :jv)ices Pty Ltd (formerly (c)
Berkeley Challenge Environmental Services Pty Ltd  (c) | Darling Services Pty Ltd (c) | Spotless Hotel Support Services Pty Ltd ()
Berkeley Challenge Hospitality Services Pty Ltd (c) | Ensign Operations Pty Ltd (c) | Spotless Investment Holdings Pty Ltd (c)
Berkeley Challenge Housekeeping Services Pty Ltd () | Ensign Services (Aust) Pty Ltd (c) | Spotless Management Services Pty Ltd ()
Berkeley Challenge (Management) Pty Ltd (c) | Erina Services Pty Ltd (c) | Spotless Plastics Pty Ltd ()
Berkeley Challenge (Newcastle) Pty Ltd (c) | Figtree Services Pty Ltd (c) | Spotless Property Cleaning Services Pty Ltd (c)
Berkeley Challenge (North) Pty Ltd (c) | Homebush Services Pty Ltd (c) | Spotless Property Operations Pty Ltd (c)
Berkeley Challenge (NSW) Pty Ltd (c) | Hunter Services Pty Ltd (c) | Spotless Services Australia Limited (c)
Berkeley Challenge (SA) Pty Ltd (c) | KentServices Pty Ltd (c) | Spotless Services International Pty Ltd ()
Berkeley Challenge (South) Pty Ltd (c) | Kotara Services Pty Ltd (c) | Spotless Services Limited (c)
Berkeley Challenge (West) Pty Ltd (c) | Lithgow Services Pty Ltd (c) | Spotless Services (NSW) Pty Ltd ()
Berkeley Challenge (Wollongong) Pty Ltd (c) | Macarthur Campbelltown Services Pty Ltd (c) | SSL Asset Services (Management) Pty Ltd ()
Berkeleys Franchise Services Pty Ltd (c) | Martin Services Pty Ltd (c) | SSL Facilities Management Pty Ltd (c)
Berkeley Railcar Services Pty Ltd (c) | Mayfield Services Pty Ltd (c) itSyLLFt:cilities Management Real Estate Services (c)
Bridge Services Pty Ltd (c) | Minto Services Pty Ltd (c) | SSLFM Services Pty Ltd (c)
Callaghan Services Pty Ltd (c) | Moore Park Services Pty Ltd (c) | SSL Health Services Pty Ltd ()
Castlereagh Market Services Pty Ltd (c) | Nationwide Venue Management Pty Ltd (c) | SSL Health Services (NSW) Pty Ltd ()
Cleanevent Holdings Pty Ltd (c) | O'Brien Catering Pty Ltd (c) | SSL Security Services Pty Ltd (c)
CE Environmental Solutions Pty Ltd (c) | Parramatta Services Pty Ltd (c) | Taylors Two Two Seven Pty Ltd (c)
CE Property Services Group Pty Ltd (c) | Penrith Services Pty Ltd (c) | Victoria Services Pty Ltd (c)
CE Risk, Safety and Security Services Pty Ltd (c) | Port Kembla Services Pty Ltd (c) | Walker Services Pty Ltd (c)
Clean Concierge Pty Ltd (c) |Riley Shelley Services Pty Ltd (c) | Warilla Services Pty Ltd (c)




FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011

Wholly-owned entities of Spotless Group Limited with ownership interest of 100% (2010: 100%) incorporated overseas:

Braitrim (Deutschland) GmbH (a) Germany | CleanDomain Ltd (a) UK
Braitrim Direct Limited (a) UK Clean Waste Solutions Ltd (a) UK
Braitrim Direct S.A.R.L. (a) France CleanConcierge Inc (a) USA
Braitrim (Far East) Limited (a) HK CleanDomain Inc (a) USA
Braitrim France S.A. (a) France Cleanevent (UK) Ltd (a) UK
Braitrim Group Limited (a) UK Cleanevent France (a) France
Braitrim Holdings Limited (a) UK Cleanevent Middle East FZ LLC (a) UAE
Braitrim India (Pte) Ltd (a) India Cleanevent Property Services Group Inc (a) Canada
Braitrim (Lanka) Pvt Ltd (a) Sri Lanka Cleanevent USA Inc (a) USA
Braitrim Maroc SA (a) Morocco CleanVu Glass Cleaning Services Inc (a) USA
Braitrim Packaging (UK)Limited (a) UK CleanVu Ltd (a) UK
Braitrim Plastiform Bangladesh Limited (a) Bangladesh | Event Management Catering Limited (a) (b) UK
Braitrim Plasti-form Dis Ticaret A.S. (a) Turkey Metromain Limited (a) UK
Braitrim Plasti-Form (Middle East) FZCO (a) Dubai UAE | Peopleassets.net Acquisition Corp (a) USA
Braitrim Plasti-Form South Africa (Proprietary) Limited  (a) South Africa | Peopleassets.net LLC (a) USA
Braitrim (Scandinavia) AB (a) Sweden Plastiform de Honduras S. de. R.L. (a) Honduras
Braitrim (Singapore) Pte Ltd (a) Singapore | Plastiform Limited (a) UK
Braitrim (Thailand) Limited (a) Thailand Spotless Enterprises Inc (a) USA
Braitrim (UK) Limited (a) UK zmzzz EZ:III'EZSS;\:‘Q;ES d()NZ) Limited (formerly (a) (d) NZ
CE Environmental & Property Services Group Limited (a) UK Spotless Ganchos S.DE.R.L. DEC.B. (a) Mexico
CE Environmental & Property Services Group Ltd (a) NZ Spotless Plastics Mexico Logistics S.DE.R.L. DEC.B. (a) Mexico
CE Environmental Solutions Inc (a) USA Spotless Plastics (HK) Limited (a) HK
CE Property Services Group Inc (a) USA Spotless Plastics Trading (Shanghai) Limited (a) PRC
CE Property Services Group Ltd (a) UK Spotless Plastics (UK) Ltd (a) UK
CE Risk, Safety and Security Services Inc (a) USA Spotless Plastics (USA) Inc (a) USA
CE Risk, Safety and Security Services Ltd (a) UK Spotless Services (Singapore) Pte Ltd (a) Singapore
Clean Concierge Ltd (a) USA Windswept Acquisition Corp (a) USA
CleanDomain Ltd (a) NZ

(a) Audited by international associates of Deloitte Touche Tohmatsu, Australia.

(b) Controlled Entity acquired during the current year.

(c) These wholly-owned entities are relieved from the requirement to prepare audited accounts under the Australian Securities and Investments Commission Class Order 98/1418. It is a condition of the Class Order that
Spotless Group Limited and each of these wholly owned entities enter into a Deed of Cross Guarantee whereby each company to the Deed guarantees to each creditor payment in full of any debt. These wholly owned
entities all form part of the tax consolidated group of which Spotless Group Limited is the head entity.
The total liabilities of these wholly-owned controlled entities who are party to the Deed of Cross Guarantee (excluding liabilities owed by the subsidiaries to the Company itself) are $639.7 million (2010: $461.3 million).

(d) On 29 March 2011 Taylors Group Ltd and Laytons Linen Hire Ltd were legally amalgamated into Spotless Facility Services (NZ) Limited (formerly Spotless Services (NZ) Ltd).



NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011 CONTINUED

34. CONTROLLED ENTITIES (CONTINUED)

| 2011 |
|Spotless Group Limited $m $m |
Set out below are the consolidated income statement and balance sheet of those wholly-owned entities that are
relieved from the requirement to prepare accounts under ASIC Class Order 98/1418 as they are party to the deed of
cross guarantee with Spotless Group Limited:
Income Statement
Revenue 2,220.1 1,992.4
Other income 3.8 7.3
2,223.9 1,999.7
Direct employee and subcontractor expenses (1,572.5) (1,403.9)
Raw materials, consumables and finished goods used (279.6) (69.9)
Other expenses (245.7) (406.9)
Profit before depreciation, finance costs and income tax expense (EBITDA) 126.1 119.0
Depreciation and amortisation expense (47.5) (42.7)
Profit before finance costs and income tax expense (EBIT) 78.6 76.3
Finance costs (20.2) (17.1)
Profit before income tax expense 58.4 59.2
Income tax expense (15.6) (12.9)
Profit for the year 42.8 46.3
Balance Sheet
Current assets
Cash and cash equivalents 87.4 203
Current tax assets - 0.2
Trade and other receivables 283.9 220.4
Inventories 19.7 185
Other financial assets - -
Prepayments 12.7 5.7
Total current assets 403.7 265.1
Non-current assets
Other financial assets 416.7 4123
Property, plant and equipment 157.8 148.9
Goodwill 136.1 128.6
Intangible assets 53.3 28.0
Deferred tax assets 27.8 24.0
Prepayments 257, 4.1
Total non-current assets 794.4 746.1
Total assets 1,198.1 1,011.2
Current liabilities
Trade and other payables 229.5 226.0
Borrowings - 12.4
Current tax payables 6.4 -
Provisions 68.5 63.4
Other 1.4 2.4
Total current liabilities 305.8 304.3
Non-current liabilities
Borrowings 237.4 104.1
Other financial liabilities 74.5 34.0
Deferred tax liabilities 16.7 135
Provisions 48 4.6
Other 0.5 0.8
Total non-current liabilities 333.9 157.1
Total liabilities 639.7 461.3
Net assets 558.4 549.8
Equity
Issued capital 575.7 568.5
Reserves (16.1) (3.5)
Retained profits (i) (1.2) (15.3)
Total equity 558.4 549.8
(i) Retained profits
Balance at beginning of the financial year (15.3) (35.5)
Net Profit attributable to members of the parent entity 42.8 46.3
Dividends paid (28.7) (26.1)
Balance at end of the financial year (1.2) (15.3)
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011

35. CAPITAL AND FINANCIAL RISK MANAGEMENT

(a) Capital risk management

The consolidated entity’s capital risk management objective is to safeguard the ability of the Spotless Group of companies to continue as a going
concern in order to continue to provide returns to stakeholders whilst maintaining an optimal capital structure that reduces the cost of capital.

The capital structure of the consolidated entity at reporting date was as follows:

CONSOLIDATED

2011

$m $m
Cash and cash equivalents (note 9(a)) (106.9) (48.9)
Current borrowings (note 20) 0.1 14.1
Other current liabilities (derivatives at fair value) (note 22) 0.1 2.8
Non-current borrowings (note 23) 306.2 196.5
Other non-current financial liabilities (derivatives at fair value) (note 24) 83.2 36.7
Issued capital, reserves and retained earnings 445.6 445.9
Total capital 7283 647.1

The Board of Directors regularly reviews the capital structure by considering the absolute and relative cost and risks associated with each class of
capital, market conditions, stakeholder expectations and current market practices. In order to effect capital management initiatives to maintain or
adjust the capital structure, adjustments may be made to the amount of dividends paid, the issuance or return of equity capital to shareholders, or the

procurement or retirement of debt.

Operating cash flows are used to maintain and expand the assets of the consolidated entity, as well as to make routine outflows of tax, interest,

dividends and debt repayments.

To meet its anticipated funding requirements the consolidated entity uses a portfolio of borrowing facilities. The Group’s financing activities are

coordinated centrally through Group Treasury.

Gearing ratio

The Board of Directors monitors capital structure primarily on the basis of the gearing ratio (net debt divided by total capital) and has set a long term
target gearing ratio for the consolidated entity of between 30% and 50%. The gearing ratio at reporting date was as follows:

CONSOLIDATED

2011

| $m $m
Debt (i) 389.6 250.1
Cash and cash equivalents (106.9) (48.9)
Net debt 282.7 201.2
Equity (ii) 445.6 445.9
Total capital (iii) 7283 647.1
Gearing ratio 38.8% 31.1%

(i) Debtis defined as the sum of current borrowings (Note 20), other current liabilities - derivatives at fair value (Note 22), non-current borrowings (Note 23) and non-current other financial liabilities (Note 24).

(ii) Equity is the sum of issued capital, reserves and retained earnings includes all capital and reserves.

(iii) Total capitalis calculated as equity plus net debt.

In monitoring the appropriateness of capital structure the Board of Directors also has reference to the consolidated entity’s financial covenants under

its borrowing facilities.

Categories of financial instruments

Financial Assets

Cash and cash equivalents

Amortised cost financial assets

Equity instruments at fair value through other comprehensive income
Financial Liabilities

Amortised cost financial liabilities

Derivative instruments at fair value - cash flow hedges

CONSOLIDATED

106.9 48.9
394.7 324.8
6.6 7.9
660.8 556.9
833 395
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011

35. CAPITAL AND FINANCIAL RISK MANAGEMENT (CONTINUED)

Financial covenants
Some of the consolidated entity’s borrowing facilities require compliance with financial covenants. These include gearing (as defined above), leverage
(net debt divided by EBITDA) and interest cover (EBITDA divided by net interest expense).

The Board of Directors reviews compliance with these covenants on a monthly basis. In both the current and prior financial years no financial covenant
was breached.

Financial Risk Management
The consolidated entity’s activities create an exposure to a number of financial risks including market risk (interest rate, foreign exchange and equity
price), liquidity risk, sovereign risk and credit risk.

The consolidated entity’s financial risk management objective is to minimise the potential adverse effects on financial performance arising from
changes in financial risk. Financial risk is managed centrally by Group Treasury under the direction of the Board of Directors. The consolidated entity
does not enter into or trade financial instruments, including derivative financial instruments, for speculative purposes.

Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial asset or a financial liability will change as a result of changes in market

interest rates. The consolidated entity’s exposure to interest rate risk arises primarily from those financial instruments that regularly reprice to a market
rate of interest (i.e. have a variable rate of interest). Financial assets and financial liabilities that are at a fixed interest rate do not create a variable cash
flow exposure.

The consolidated entity regularly monitors interest rate exposure and reports this to the Board of Directors. Interest rate risk is managed by holding a
portfolio of borrowing facilities with different pricing characteristics, and maintaining a mixture of variable rate and fixed rate financial instruments.

The weighted average interest rates on fixed rate and variable rate financial instruments for the consolidated entity as at reporting date are
summarised below:

Average | Variable Non
interest Interest| Lessthan 1to 3| More than Interest
Rate Rate 1Year Years 3Years| Bearing Total
% | $m| $m| $m| $m| $m | $m |
2011 Financial Assets
Cash 3.70% 106.9 - - - - 106.9
Trade & Other Receivables - - - - - 363.4 363.4
Equity instrl{mepts at fair value through other i i ) ) ) 6.6 6.6
comprehensive income ’
Other financial assets - - - - - 31.3 313
106.9 - - - 401.3 508.2
2011 Financial Liabilities
Trade and Other Payables - - - - - 354.5 354.5
Bank loans* 7.32% 29.7 - 120.5 239.0 - 389.2
Finance lease liabilities 10.00% - 0.1 0.2 0.1 - 0.4
Other financial liabilities - - - - - 0.1 0.1
29.7 0.1 120.7 239.1 354.6 744.2
2010 Financial Assets
Cash 1.11% 48.9 - - - - 48.9
Trade & Other Receivables - - - - - 297.1 297.1
Equity instru.me.nts at fair value through other i i . ) ) 79 79
comprehensive income ’
Other financial assets - - - - - 27.7 27.7
48.9 - - - 332.7 381.6
2010 Financial Liabilities
Trade and Other Payables - - - - - 346.3 346.3
Bank loans* 6.14% 54.2 5.4 - 187.1 - 246.7
Finance lease liabilities 10.00% - 0.1 0.2 0.2 - 0.5
Other financial liabilities - - - - - 2.8 2.8
54.2 5.5 0.2 187.3 349.1 596.3

* Includes cross currency swaps that convert the US Private Placement Notes of US $160 million into Australian dollars and part of the US Private Placement Notes of US $130 million into Australian dollars
and New Zealand dollars.

The average interest rate is calculated as the weighted average effective interest rate based upon the principal amount of the functional currency exposure.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011

35. CAPITAL AND FINANCIAL RISK MANAGEMENT (CONTINUED)

The following table details the sensitivity to earnings and reserves resulting from a change in Australian and US Dollar interest rates. The sensitivity
analysis assumes a constant bank credit margin and a parallel shift in the interest rate yield curve.

| CONSOLIDATED

200 basis point p.a. increase
Net profit (1.1) (0.1)

Reserve - -

200 basis point p.a. decrease
Net profit 1.1 0.1

Reserve - -

A positive number indicates an increase in net profit and reserves. All amounts are undiscounted after tax.

A 200 basis point (2.00%) change has been used in this sensitivity on the basis that this change is representative of the average change in interest
rates over a two year period, which is the period during which the consolidated entity has variable interest rate exposure.

Fair Value

Other than derivative financial assets and liabilities and equity instruments valued at fair value, the carrying amounts of financial assets and financial
liabilities in the financial statements are at amortised cost and approximate fair value. The carrying amounts of derivative financial assets and financial
liabilities in the financial statements are based upon market-quoted forward exchange rates and interest rate yield curves matching the cash flow profile.

The carrying value of the US Private Placement Notes at 30 June 2011 was $359.5 million (2010: $187.1 million) whilst the fair value of the US Private
Placement Notes at 30 June 2011 was $333.0 million (2010: $173.8 million).

Fair Value hierarchy
The table below analyses financial instruments carried at fair value, by valuation method. The different levels have been defined as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2: inputs other than quoted prices included within level 1that are observable for the asset or liability, either directly or indirectly.
Level 3: inputs for the asset or liability that are not based on observable market data.

| | Level 1 | Level 2 | Level 3 | Total |
| | $m| $m | $m | $m|
30 June 2011
Equity instruments at fair value through other comprehensive income 6.6 - - 6.6
Derivative financial liabilities - (83.3) - (83.3)
6.6 (83.3) - (76.7)
| | Level 1 | Level 2 | Level 3 | Total |
| | $m| $m| $m| $m|
30 June 2010
Equity instruments at fair value through other comprehensive income 7.9 - - 7.9
Derivative financial liabilities - (39.5) - (39.5)
7.9 (39.5) - (31.6)

Foreign Currency Risk

Foreign currency risk is the risk that the value of a financial commitment (including a forecast transaction) or a recognised financial asset or financial
liability will change as a result of changes in market foreign exchange rates. In addition, the consolidated entity operates internationally and is exposed
to foreign exchange risk where its subsidiaries transact in a currency other than the functional currency of the subsidiary.

Changes in the value of the investments in subsidiaries are recorded in the foreign currency translation reserve.

The consolidated entity regularly monitors foreign exchange exposure and reports this to the Board of Directors. Foreign exchange risk is managed
using a combination of natural hedging and foreign exchange derivative transactions. Operating cash flows in foreign currencies are used to meet
interest and principal repayments under foreign currency borrowings.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011 CONTINUED

35. CAPITAL AND FINANCIAL RISK MANAGEMENT (CONTINUED)

The carrying amount of the consolidated entity’s foreign currency denominated monetary assets and monetary liabilities is as follows:

MONETARY ASSETS MONETARY LIABILITIES
2011 | 2010 2011 | 2010
A$m A$m
Consolidated
US Dollars 1.3 13 1.2 1.4 - - - -
UK Sterling 0.1 0.1 0.1 0.2 - - - -
Euro 0.1 0.2 0.3 0.4 - - - -

1.6 2.0 - -

At reporting date, the consolidated entity had the following foreign exchange derivative transactions:

2011 Derivative Transactions NOTIONAL AMOUNT

Consolidated
Cross Currency Swaps - - - - - 270.0 259.6
Forward Exchange Contracts - - - - - 0.8 0.8

- - - - - 270.8 260.4

2010 Derivative Transactions

Consolidated m m m m m m m
Cross Currency Swaps - - - - - 110.0 127.2
Forward Exchange Contracts 0.9 0.6 43 1.8 2.0 2.2 15.7

0.9 0.6 43 1.8 2.0 112.2 142.9

The consolidated entity has adopted the cash flow hedge accounting provisions of AASB 139 in respect of all forward foreign exchange derivative
transactions. Accordingly, changes in the fair value of all forward foreign exchange derivatives are deferred to hedge reserve until the underlying
foreign exchange exposure occurs.

The fair value of the consolidated entity’s derivative transactions at reporting date is as follows:

CONSOLIDATED

2010

$m

Cross Currency Swaps (83.2) (36.7)
Forward Exchange Contracts (0.1) (2.8)
(83.3) (39.5)

The following table details the sensitivity to earnings and reserves resulting from a change in foreign exchange rates on the consolidated entity’s
financial instruments.

CONSOLIDATED

2011 2010
$m $m
10% p.a. increase in foreign exchange rate
Net profit 0.1 0.1
Reserve (2.8) (3.2)
10% p.a. decrease in foreign exchange rate
Net profit (0.1) (0.2)
Reserve 3.6 17

A positive number indicates an increase in net profit and reserves. All amounts are undiscounted after tax.

A +10% change has been used in this sensitivity on the basis that this change is representative of the average change in foreign exchange rates over a
twelve month period.

Liquidity Risk
Liquidity risk is the risk that the consolidated entity will not have sufficient funds to meet its financial commitments as and when they fall due.

The consolidated entity regularly monitors liquidity risk and reports this to the Board of Directors. Liquidity risk is managed through frequent and
periodic cash flow forecasting and analysis. Liquidity support is provided through holding a liquidity margin in committed debt facilities supported by
other uncommitted facilities. At reporting date, the consolidated entity had unutilised committed debt facilities of $210.3 million (2010: $222.3 million).
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011 CONTINUED

35. CAPITAL AND FINANCIAL RISK MANAGEMENT (CONTINUED)

The consolidated entity’s contractual maturity date for its financial liabilities is as follows. The tables are based upon undiscounted cash flows.

Average Greater

Interest | Lessthan 3to 12| 12 months than3
Rate | 3 months months | to 3 years years Total

2011 °/o| $m| $m| $m| $m| $m|
Consolidated

Trade & other payables - 3545 - - - 354.5
Bank loans* 7.32% 10.0 16.8 201.7 4275 656.0
Finance lease liabilities 10.00% - 0.1 0.2 0.2 0.5
Other financial liabilities - - - - - -
364.5 16.9 201.9 427.7 1,011.0

Average Greater

Interest | Lessthan 3to 12| 12 months than3
Rate| 3 months months | to 3 years years Total

2010 °/o| $m| $m| $m| $m| $m|
Consolidated

Trade & other payables - 346.3 - - - 346.3
Bank loans* 6.14% 16.0 115 71.7 202.4 301.6
Finance lease liabilities 10.00% - 0.1 0.2 0.2 0.5
Other financial liabilities - 23 0.5 - - 2.8
364.6 12.1 71.9 202.6 651.2

* Includes Cross Currency Swaps that convert part of the US Private Placement Notes of $US $160 million into Australian dollars and part of the US Private Placement Notes of US$130m into Australian dollars or

New Zealand dollars.

Sovereign Risk

Sovereign (country) risk is the risk that political, legal, security or economic developments in a country could adversely affect operational and financial
performance. Sovereign risk is calculated as the sum of the equity of all subsidiaries and joint ventures in cross-jurisdictional transactions and includes
loans, guarantees and inter-company trading accounts. The consolidated entity has sovereign risk by virtue of the geographic spread of its operations.
The Board of Directors approves operations in offshore jurisdictions. Cash held in offshore jurisdictions is kept to a minimum and is held with high

credit-quality financial institutions.

Equity Price Risk

The consolidated entity is exposed to equity price risk arising from investments held in public companies listed on the Australian Securities Exchange.
Equity investments are approved by the Board of Directors and are held for strategic and not trading purposes. At reporting date, the fair value of these
investments was $6.6 million (2010: $7.9 million). The consolidated entity does not trade these investments.

The following table details the sensitivity to earnings and reserves resulting from a change in the market price of the consolidated entity’s

equity investments:

15% p.a. increase in equity price
Net profit

Reserve

15% p.a. decrease in equity price

Net profit
Reserve

CONSOLIDATED

(0.7)

A positive number indicates an increase in net profit and reserves. All amounts are undiscounted after tax.

(0.8)

A £15% change has been used in this sensitivity on the basis that this change is representative of the average change in equity prices over a twelve

month period.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011

35. CAPITAL AND FINANCIAL RISK MANAGEMENT (CONTINUED)

Credit Risk Management

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the consolidated entity. The
consolidated entity has adopted the policy of only dealing with creditworthy counterparties and obtaining sufficient collateral or other security where
appropriate, as a means of mitigating the risk of financial loss from defaults. The consolidated entity measures credit risk on a fair value basis.

Trade receivables consist of a large number of customers, spread across a diverse range of industries and geographical areas. In addition, receivable
balances are monitored on a monthly basis with the result that the consolidated entity’s exposure to bad debts is not significant.

The consolidated entity does not have any significant credit risk exposure to any single counterparty or any group of counterparties having similar
characteristics. The credit risk on liquid funds and derivative financial instruments is limited because the counterparties are banks with high credit-
ratings assigned by international credit-rating agencies.

The carrying amount of financial assets recorded in the financial statements, net of any provisions for losses, represents the consolidated entity’s
maximum exposure to credit risk without taking account of the value of any collateral or other security obtained.

Spotless Group Securities Plan & Spotless Services Securities Plan loans
The consolidated entity has Securities Plan loan receivables. When a Director or executive leaves the consolidated entity, repayment of the Security
Plan loans are required to be made within 60 business days or within 120 business days in the event of death or such date as determined by the Board.

In the event that the Director or executive is in default the consolidated entity and company is authorised to sell the securities and apply the proceeds to
the outstanding loan. If the securities are sold and the net proceeds are less than the outstanding loan the deficiency shall be recoverable in full by the
consolidated entity as a debt immediately due and payable from the Director or executive.

36. ACQUISITION OF BUSINESS

0n 30 November 2010, Spotless Group Limited acquired the share capital of Event Management Catering Limited (“EMC”), a UK based catering business
servicing the Leisure, Sports and Entertainment sectors. The purchase price of the acquisition was $5.0 million.

The net assets acquired in the business combination, and the goodwill arising, are as follows:

| | Recognised | Carrying |
| | on acquisition | value |
| | $m| $m|
Cash 0.3 0.3
Receivables and other assets 1.4 1.4
Inventories 0.4 0.4
Payables and accruals (1.5) (1.5)
Provisions (0.2) (0.2)
Fair value of identifiable net assets 0.4 0.4
Goodwill arising on acquisition 4.6

5.0
Cost of the combination:
Cash payment 3.8
Contingent consideration 1.2
Total purchase price 5.0
Costs associated with the acquisition recognised as an expense 0.1

5.1
The cash outflow on acquisition to date is as follows:
Cash paid 3.8
Cash acquired (0.3)
Net cash outflow 3.5

The accounting for the acquisition of EMC is provisional at reporting date.

Goodwill arose in the business combination because the consideration paid for the combination effectively included amounts in relation to the benefit
of expected synergies, increased market share and revenue growth. These benefits are not recognised separately from goodwill as the future economic
benefits arising from them cannot be reliably measured.

Since acquisition date, the EMC business contributed revenue of $6.8m and profit after tax of $nil (excluding acquisition costs) to the Group result
for the year ended 30 June 2011. As the business was only acquired in November 2010 it is not possible to accurately estimate the full year impact on
earnings had the acquisition taken place at the beginning of the year.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011 CONTINUED

37. EVENTS AFTER THE BALANCE DATE
Since the end of the financial year, the Directors have declared the following dividend:

Rate per share| Franking per
Class of share (cents)| share(cents)| Amount $m| Date Payable

Ordinary 6.0 3.6 15.8 13 0ct 2011

38. NEW STANDARDS AND INTERPRETATIONS NOT YET ADOPTED

At the date of authorisation of the financial report, the Standards and Interpretations listed below were in issue but not yet effective:

Initial application of the following standards and Interpretations is not expected to have any material impact on the financial report of the
consolidated entity:

» AASB 124 ‘Related Party Disclosures (revised December 2009)'. Effective for annual reporting periods commencing on or after 1 January 2011.

e AASB 2010-4 ‘Further Amendments to Australian Accounting Standards arising from the Annual Improvements Project.’ Effective for annual
reporting periods beginning on or after 1 January 2011.

» AASB 2010-5 ‘Amendments to Australian Accounting Standards’ Effective for annual reporting periods beginning on or after 1 January 2011.
The potential effect of the initial application of the following Standards have not yet been determined:

» AASB 9 ‘Financial Instruments’ (December 2010). Effective for annual reporting periods beginning on or after 1 January 2013.

» AASB 2010-7 ‘Amendments to Australian Accounting Standards arising from AASB 9 (December 2010)”. Effective for annual reporting periods
beginning on or after 1 January 2013.

» AASB 2010-6 ‘Amendments to Australian Accounting Standards - Disclosures on Transfers of Financial Assets’ Effective for annual reporting periods
beginning on or after 1July 2011.

» AASB 2010-8 ‘Amendments to Australian Accounting Standards - Deferred Tax: Recovery of Underlying Assets’. Effective for annual reporting periods
beginning on or after 1 January 2012.

AASB 9 ‘Financial Instruments’ (December 2010) and AASB 2010-7 ‘Amendments to Australian Accounting Standards arising from
AASB 9 (December 2010)’

This revised version of AASB 9 includes new classification and measurement requirements for financial liabilities. Whilst the existing amortised cost
measurement basis will remain for most liabilities, new requirements will apply to liabilities chosen to be valued at fair value through profit or loss.

AASB 2010-6 ‘Amendments to Australian Accounting Standards - Disclosures on Transfers of Financial Assets’
These amendments introduce additional disclosures with regard to the transfer of financial assets.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 30 JUNE 2011 CONTINUED

39. PARENT ENTITY DISCLOSURES

As at, and throughout the financial year ending 30 June 2011 the parent company of the consolidated entity was Spotless Group Limited.

| 2011

| $m

Result of the parent entity

Profit after tax for the year 14.1 34.1
Other comprehensive income (7.1) (0.3)
Total comprehensive income for the period 7.0 33.8
Financial position of the parent entity at year end

Current assets 481.3 356.4
Total assets 987.3 859.4
Current liabilities 8.1 9.3
Total liabilities 183.5 13.1
Total equity of the parent entity at year end comprised:

Issued capital 614.4 607.2
Debt hedging reserve (8.6) (2.2)
Share based payment reserve (2.9) (2.2)
Retained earnings 200.8 2435
Total equity 803.8 846.3

Parent entity contingencies
The parent entity does not have any contingent liabilities or capital commitments as at 30 June 2011 (2010: Nil).

Parent entity guarantees in respect of debts of its subsidiaries
The parent entity has entered into a Deed of Cross Guarantee with the effect that the Company guarantees debts in respect of some of its wholly owned
subsidiaries. Further details of the Deed of Cross Guarantee and the subsidiaries subject to the deed are disclosed in Note 34.
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The Directors of Spotless Group Limited declare that in the opinion of the Directors:

a. thefinancial statements and notes thereto are in accordance with the Corporations Act 2001 (“the Act”) including:
1. section 296 of the Act (compliance with accounting standards); and
2. section 297 of the Act (true and fair view);

b. the financial statements and notes thereto also comply with International Financial Reporting Standards as disclosed in Note 1; and

¢. there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and payable.
This declaration is made after receiving the declarations required by section 295A of the Act for the financial year ended 30 June 2011.

In the Directors’ opinion, there are reasonable grounds to believe that the Company and the companies to which Australian Securities and Investments
Commission Class Order 98/1418 applies (as set out in Note 34 to the financial statements) will, as a group, be able to meet any obligations or liabilities
to which they are, or may become, subject by virtue of the Deed of Cross Guarantee to which they are a party.

Signed in accordance with a resolution of the Directors made pursuant to section 295(5) of the Act.

On behalf of the Directors

/
ﬁ;’f{;& ]

P ] Smedley ) P Farnik
Chairman Managing Director and
Chief Executive Officer

Sydney 19 August 2011 Sydney 19 August 2011
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Spotless Group Limited bbb s

Level 3, 350 Queen Street

Melbourne VIC 3000

19 August 2011
Dear Board Members
Spotless Group Limited

In accordance with section 307C of the Corporations Act 2001, I am pleased to provide the
following declaration of independence to the directors of Spotless Group Limited.

As lead audit partner for the audit of the financial statements of Spotless Group Limited for the
financial year ended 30 June 2011, I declare that to the best of my knowledge and belief, there
have been no contraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in relation to
the audit; and

(i1) any applicable code of professional conduct in relation to the audit.

Yours sincerely

lelewt Gute Tokma—
DELOITTE TOUCHE TOHMATSU
o Ses

lan Sanders
Partner
Chartered Accountant

Liability limited by a scheme approved under Professional Standards L

Member of Deloitte Touche Tohmatsu Limited
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Independent Auditor’s Report
to the Members of Spotless Group Limited

Report on the Financial Report

We have audited the accompanying financial report of Spotless Group Limited, which
comprises the balance sheet as at 30 June 2011, the statement of comprehensive income, the
cash flow statement and the statement of changes in equity for the year ended on that date, notes
comprising a summary of significant accounting policies and other explanatory information, and
the directors’ declaration of the consolidated entity, comprising the company and the entities it
controlled at the year’s end or from time to time during the financial year.

Directors ' Responsibility for the Financial Report

The directors of the company are responsible for the preparation of the financial report that
gives a true and fair view in accordance with Australian Accounting Standards and the
Corporations Act 2001 and for such internal control as the directors determine is necessary to
enable the preparation of the financial report that is free from material misstatement, whether
due to fraud or error. In Note 1, the directors also state, in accordance with Accounting Standard
AASB 101 Presentation of Financial Statements, that the consolidated financial statements
comply with International Financial Reporting Standards.

Auditor's Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We
conducted our audit in accordance with Australian Auditing Standards. Those standards require
that we comply with relevant ethical requirements relating to audit engagements and plan and
perform the audit to obtain reasonable assurance whether the financial report is free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of the financial report, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control,
relevant to the entity’s preparation of the financial report that gives a true and fair view, in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall presentation of the financial
report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Liability limited by a scheme approved under Professional Standards Legislation.

Member of Deloitte Touche Tohmatsu Limited



Deloitte

Auditor’s Independence Declaration

In conducting our audit, we have complied with the independence requirements of the
Corporations Act 2001. We confirm that the independence declaration required by the
Corporations Act 2001, which has been given to the directors of Spotless Group Limited, would
be in the same terms if given to the directors as at the time of this auditor’s report.

Opinion

In our opinion:

(a) the financial report of Spotless Group Limited is in accordance with the Corporations Act
2001, including:

(i) giving a true and fair view of the consolidated entity’s financial position as at 30 June
2011 and of its performance for the year ended on that date; and

(ii) complying with Australian Accounting Standards and the Corporations Regulations
2001; and

(b) the consolidated financial statements also comply with International Financial Reporting
Standards as disclosed in Note 1.

Report on the Remuneration Report

We have audited the Remuneration Report included in the directors’ report for the year ended
30 June 2011. The directors of the company are responsible for the preparation and presentation
of the Remuneration Report in accordance with section 300A of the Corporations Act 2001, Our
responsibility is to express an opinion on the Remuneration Report, based on our audit
conducted in accordance with Australian Auditing Standards.

Opinion

In our opinion the Remuneration Report of Spotless Group Limited for the year ended 30 June
2011, complies with section 300A of the Corporations Act 2001.

Delere Tt Lok

DELOITTE TOUCHE TOHMATSU

lan Sanders

Partner

Chartered Accountants
Melbourne, 19 August 2011



Distribution of Shareholding at 14 September 2011

1-1000 1,339 502,576
1001 - 5000 1,733 4,482,979
5001 - 10,000 661 4,907,075
10,001 - 100,000 653 15,743,538
100,001 and over 80 237,130,557
Total 4,466 262,766,725
Less than marketable parcel of 284 shares 649 45,966

Twenty Largest Shareholders at 14 September 2011
1 HSBC CUSTODY NOMINEES (AUSTRALIA) LIMITED 70,043,584 26.66
2. NATIONAL NOMINEES LIMITED 44,819,915 17.06
3. | P MORGAN NOMINEES AUSTRALIA LIMITED 42,381,178 16.13
4. CITICORP NOMINEES PTY LIMITED 14,416,611 5.49
5. RBC DEXIA INVESTOR SERVICES AUSTRALIA NOMINEES PTY LIMITED <BKCUST A/C> 6,980,113 2.66
6. SILCHESTER PTY LIMITED 4,805,959 1.83
7. MR BRIAN STUART BLYTHE 4,184,311 1.59
8. RBC DEXIA INVESTOR SERVICES AUSTRALIANOMINEES PTY LIMITED 3,772,476 1.44
9. COGENT NOMINEES PTY LIMITED 3,488,055 1.33
10. AMP LIFE LIMITED 2,894,829 1.10
11. QUEENSLAND INVESTMENT CORPORATION 2,830,473 1.08
12. JP MORGAN NOMINEES AUSTRALIA LIMITED <CASH INCOME A/C> 2,484,142 0.95
13. CPU SHARE PLANS PTY LTD <SPT LTI UNALLOCATED A/C> 2,136,837 0.81
14. TASMAN ASSET MANAGEMENT LTD <TYNDALL AUSTRALIAN SHARE CONCE> 1,993,937 0.76
15. SILCHESTER INVESTMENTS PTY LTD 1,825,000 0.69
16. SANDHURST TRUSTEES LTD <JMFG CONSOL A/C> 1,782,902 0.68
17. CITYCORP NOMINEES PTY LTD <CWLTH BANK OFF SUPER A/C 1,569,465 0.60
18. MR PETER ALEXANDER WILSON 1,538,649 0.59
19. MCMULLIN NOMINEES PTY LTD 1,429,439 0.54
20. CITICORP NOMINEES PTY LIMITED <CFSIL CWLTH AUST SHS1A/C> 1,293,550 0.49
216,671,425 82.46



Substantial Shareholders as at 14 September 2011

1 International Value Advisers LLC 9.6% 25,286,088
2 Lazard Asset Management Pacific Co 8.9% 23,345,126
3 Orbis Investment Management (Australia) Pty Limited 8.5% 22,426,257
4 Maple-Brown Abbott Limited 6.7% 17,666,569
5 First Eagle Investment Management LLC 6.5% 17,049,701

Shareholder Enquiries
Shareholders with enquiries about their shareholdings, or who require forms to be sent out, should contact the Share Registry, Computershare Investor
Services Pty Limited:
By telephone: (within Australia) 1300 850 505
(outside Australia) +613 9415 4000
(for New Zealand) +64 9 488 8777

By post: Australia
Computershare Investor Services Pty Limited
GPO Box 2975
Melbourne VIC 3000
Australia
New Zealand
Computershare Investor Services Limited
Private Bag 92119
Auckland Mail Centre
Auckland New Zealand 1142
By fax: (within Australia) 03 9473 2500
(outside Australia) +613 9473 2500
(for New Zealand) +64 9 488 8787

By email: Log on www.investorcentre.com/contact and follow the prompts.
For New Zealand: enquiry@computershare.co.nz
Shareholder forms
Shareholders may also download a number of forms from the Computershare website (www-au.computershare.com) to help manage their investment
in Spotless, including:
e Change of address form
e Change of name form
« Consolidation of shareholding form
* Tax file number of ABN notification form
 Dividend direct payment request form
« Dividend reinvestment plan applications, variation or termination form.
Electronic Communications
Shareholders of listed companies receive a number of paper-based communications each year. For shareholders who prefer to receive Spotless

shareholder communications electronically. Spotless has joined the Computershare/Landcare Australian initiative called eTree.

See the Spotless Investor Centre on the Spotless website for full details of how shareholders can register to receive electronic communications, thereby
reducing the amount of paper used each year and helping to preserve the environment.

CHESS (Clearing House Electronic Subregister System)

Shareholders who wish to move to an uncertificated holding under the Australian Securities Exchange CHESS system should contact their stockbroker.
Further information is available from the ASX Settlement and Transfer Corporation Pty Ltd, Level 5,20 Bridge Street, Sydney, NSW 2000 or by
telephone (02) 9227 0793.

Spotless website (www.spotless.com)

The Spotless website provides up-to-date and extensive information about Spotless and its services, as well as containing links to subsidiary websites.
Included on this site is a shareholder-friendly Investor Centre. Visit the site for reports, announcements, financial statements, Corporate Governance
information and more.
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DIRECTORS

P ) Smedley (Chairman)

| P Farnik (Managing Director & Chief Executive Officer)
A E Beanland

B K Morris

D A Pritchard

E M Proust (AO)

G T Ricketts

SECRETARY

Sharyn Page
André Carstens (CFO and Additional Company Secretary)

BANKERS

Australia and New Zealand Banking Group Limited
Commonwealth Bank of Australia
HSBC Bank Australia Limited

AUDITORS

Deloitte Touche Tohmatsu

SOLICITORS
Clayton Utz

SECURITIES EXCHANGE LISTINGS

Spotless Group Limited (SPT)
— Australian Securities Exchange (ASX)
— New Zealand Exchange (NZSX)

SHARE REGISTRY FOR SPOTLESS
GROUP LIMITED

Australia

Computershare Investor Services Pty Limited
GPO Box 2975

Melbourne VIC 3000

Australia

Telephone (within Australia): 1300 850 505
Telephone (outside Australia): +613 9415 4000
Fax (within Australia): 3 9473 2500

Fax (outside Australia): +613 9473 2500

New Zealand

Computershare Investor Services Limited
Private Bag 92119

Auckland 1142

New Zealand

Telephone (for New Zealand): 0800 174 007
Fax (for New Zealand): +64 9 488 8787

CORPORATE OFFICES
Registered Office

Australia

Spotless Group Limited
Level 6, 549 St Kilda Road
Melbourne Victoria 3004

Telephone: +613 9269 7600
International Offices

New Zealand
Spotless Group Limited
600 Great South Road
Ellerslie Auckland

Telephone: + 64 9 526 3620

United Kingdom
Braiform

Braitrim House

98 Victoria Road
London NW10 6NB

Telephone: +44 (0) 208 723 3000
Fax: +44 (0) 208 723 3001

Cleanevent

Spotless Facilities Services (Uxbridge) Limited
Waterside House

20 Riverside Way

Uxbridge UB8 2YF

Telephone: +44 1895 817 900
Fax: +44 1895 817 929

USA

Braiform

505 Eighth Avenue
Suite 1805

NYC, NY 10018

Telephone: +1212 967 2787

Cleanevent

Cleanevent USA

975 Keller Road, Suite 1500
Altamonte Springs, FL

Telephone: +1407 856 7676
Fax: +1407 856 0131

Asia

Braiform

Units 1301 —1310

Level 13 Tower1
Millenium City 1

388 Kwun Tong Kowloon
Hong Kong

Telephone: +852 2793 0163
Fax: +852 2342 7309

Representative Offices

Africa: Morocco, United Arab Emirates, South Africa
Americas: Mexico, Honduras

Asia: Bangladesh, China, India, Singapore,

Sri Lanka, Thailand, Taiwan

Europe: France, Germany, Sweden, Turkey
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