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Introduction

The digital
Imperative

The UK’s Facilities Management (FM) sector, particularly the Small and
Medium-sized Enterprise (SME) segment that forms its operational backbone,
has arrived at a critical inflection point. A perfect storm of unprecedented
economic pressures - sodring labour and operational costs, intense margin
compression, and escalating client demands for greater value and
transparency - is rendering traditional, manually-based operating models
unsustainable. This report provides a comprehensive analysis of these market
forces and demonstrates that the strategic adoption of a core operations
software platform is no longer a discretionary upgrade but a fundamental
requirement for survival, profitability and future growth.

The analysis reveals several critical findings. The UK FM market is a vast but
highly fragmented landscape, with SMEs representing over 99% of businesses
but lagging significantly in technology adoption compared to their enterprise
counterparts’. This technology deficit exposes them to severe operational
inefficiencies at a time when EBITDA margins are being squeezed to
unsustainable levels?, sometimes as low as 3%°. The core challenge is a
paradox: clients demand more sophisticated, data-rich services for lower
costs.

This report establishes that software provides the only viable solution to this
paradox. By digitialising core workflows - from work order management and
field service dispatch to compliance tracking and invoicing - FM providers can
directly convert low-value administrative hours into high-value, revenue-
generating engineer time. The return on investment is clear, compelling, and
multifaceted ... impacting everything from engineer utilisation and first-time fix
rates to revenue retention and bottom-line profitability. In the near term SMEs
may be able to add revenue streams for tech-led services; in the medium-
term it will provide them the operating efficiencies they need to compete.

The future of facilities management is unequivocally data-driven, predictive
and automated. SMEs that fail to digitize their core operations today will find
themselves unable to compete on cost, quality, or compliance in the rapidly
evolving marketplace of 2030.
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Section 1: The Facilities
Management Market
Landscape

Global & UK Market sizing

The global Facilities Management market is one of the largest and
most essential service sectors in the world economy, yet its precise
valuation is subject to varied interpretation, reflecting the industry's
fragmented nature. Market research estimates for 2024 place the
global market value between $1.3 trillion and $1.75 trillion®. This
significant variance stems from differing methodologies, with some
analyses encompassing total facilities-related spend while others
focus purely on the outsourced services market. Regardless of the
precise figure, the sector is on a firm growth trajectory, with projected
Compound Annual Growth Rates (CAGR) ranging from 3.3% to 8.2%
through 2032, driven by increasing urbanisation, infrastructure
investment, and a growing trend toward outsourcing non-core
business functions®.

The UK represents one of the most mature and sophisticated FM
markets globally. In 2024-2025, the UK market is estimated to be
worth approximately $81 billion (around £65 billion), with forecasts
projecting steady growth at a CAGR between 2.7% and 4.6%°. This
growth is propelled by stringent government regulations on building
safety and energy efficiency, a robust public sector outsourcing
model, and increasing client demand for technology-led service
delivery’.

A critical distinction must be made between the vast FM services
market and the much smaller, but more dynamic, FM software
market. The global FM software market was valued at approximately
$15 billion in 2025, with a projected CAGR of 12%°. Specialist research
firm Verdantix sizes the closely related Industrial Asset Management
(IAM) software market at $7.5 billion in 2024, forecasting a 15% CAGR
to reach $17.2 billion by 2030° This accelerated growth in the
software segment is a leading indicator of a sector-wide push for
digitisation, as service providers seek technological solutions to
mounting operational and economic pressures.
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Section 1: The Facilities
Management Market

Landscape

Segmentation deep dive

The UK FM market is not a monolith; it is a complex ecosystem
segmented by service type, delivery model, and company size.
Understanding these segments is crucial to identifying the key
challenges and opportunities.

t K Market S LG Y ti
Segmen Sub-segment UK Marke Key Characteristics ech Adoption
Category Share Level
High compliance needs, Mixed: hiah d
By Service Type. Hard FM ~60% asset-heavy, technical Ixed; high need for
. . CAFM.
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By Service Type Soft FM ~40% user experience (cleaning, focus on
catering). scheduling.
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By Delivery Model Outsourced ~64% driven, focus on cost- integrated
efficiency. platforms.
Direct control, higher costs, often reliant on
By Delivery Model In-house ~36% integrated with core .
. enterprise ERPs.
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Section 1: The Facilities
Management Market
Landscape

Further segment analysis

By Service Type: Hard vs. Soft FM

The market is broadly divided into two categories. Hard FM, which
involves the maintenance of a building's physical infrastructure and
assets - such as HVAC, electrical systems, plumbing, and fire safety -
is the dominant segment. It accounts for an estimated 60.5% of the
UK market share®.

Hard FM services are often technically complex and heavily
regulated, with legal requirements for compliance under acts like the
Workplace (Health, Safety and Welfare) Regulations 19922 This
complexity and compliance burden make Hard FM a prime
candidate for specialised operations software that can track assets,
schedule planned maintenance, and provide an auditable trail of
work performed. Soft FM comprises services that enhance the
workplace experience, such as cleaning, security personnel, catering,
and groundskeeping”. While a smaller segment, it is also seeing
increased demand for technology to improve efficiency and service
quality.

By Delivery Model: The Primacy of Outsourcing

The trend toward outsourcing non-core functions is well-established
in the UK. The outsourced delivery model accounts for 64.3% of the
market, a figure expected to grow as organisations continue to seek
cost efficiencies, access to specialised expertise, and risk transfer®,
This dynamic intensifies competition among FM providers, who must
operate with maximum efficiency to win and retain contracts in a
price-sensitive environment.

www.cleverly.works
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Section 1: The Facilities
Management Market
Landscape

By Company Size: The SME vs. Enterprise Chasm

While large, publicly traded companies like Mitie and Sodexo
dominate headlines and secure major integrated FM (IFM) contracts,
they represent only the tip of the iceberg. The UK business landscape
is overwhelmingly composed of SMEs.

Of the 5.5 million businesses in the UK, over 99% are SMEs (fewer than
250 employees), and they account for a substantial 48% of total
business turnover'. This indicates the existence of a vast, fragmented
‘long tail” of thousands of SME FM providers. These firms are often
more agile and relationship-focused than their enterprise
counterparts but are also more vulnerable to economic shocks and
operational inefficiencies'.

This SME segment is critically underserved by technology. Data from
the Office for National Statistics (ONS) reveals a stark technology
adoption gap. While 69% of all UK firms used cloud computing and
61% used specialised software in 2023, adoption rates are
significantly higher in larger firms®. For instance, only 3% of firms with
10-19 employees have adopted robotics, compared to 16% of firms
with 250 or more employees®. This gap represents a significant
greenfield opportunity for SaaS platforms which are specifically
designed to meet the needs and budget constraints of the SME
market.

The wide variance in published market size figures is not merely a
statistical discrepancy; it is a symptom of a highly fragmented
industry, particularly at the SME level. The absence of a single,
universally accepted methodology for measuring the market mirrors
the operational reality for many SMEs, where processes are often ad-
hoc, unstandardised, and reliant on a patchwork of spreadsheets,
paper, and memory. This lack of a single source of truth at both the
macro and micro levels underscores the fundamental value
proposition of a core operations platform: to bring structure,
standardisation, and data-driven clarity to a sector that desperately
needs it.
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Section 2: Navigating the Economic
Gauntlet: The Squeeze on FM Providers

Facilities Management providers, especially SMEs, are currently
navigating a treacherous economic environment defined by
shrinking profitability and escalating costs. The traditional business
model is being challenged from all sides, creating an urgent need for
a fundamental shift in operational strategy.

2.1 The Margin Compression Crisis

The FM sector has long been characterised by fierce competition and
thin profit margins, a situation exacerbated by punitive contract
structures and the commoditisation of services®. For many,
particularly those competing for large, price-driven contracts, EBITDA
margins can be compressed to as low as 3%, a level that leaves little
room for error, investment, or economic shocks®.

However, a crucial distinction exists between large enterprises and
SMEs. A comprehensive study by UNISON revealed that SMEs
consistently outperform their larger counterparts on profitability.
Before 2020, the average operating profit margin (EBITDA) for SMEs in
the FM sector was 7.8%, nearly double the 4.4% average for large
companies®. This SME "profit advantage” stems from greater agility,
lower corporate overheads, and often, more specialised service
offerings. While this advantage is significant, it is also highly
vulnerable. With a smaller capital base, SMEs are less able to absorb
the rapid cost inflation that now defines the market, making the
protection and enhancement of these margins a primary strategic
goal.

2.2 The Three-Front War on Costs

FM providers are facing a simultaneous assault on their cost base
from three primary directions: labour, transport, and materials.



» 1. Labour Shortages and Wage Inflation

This is the most acute pressure point. The UK is in the grip of a critical
skills shortage, with 71% of property firms reporting difficulties in
recruiting skilled professionals®. The public sector alone faces a
shortfall of 2.5 million highly skilled workers, a gap that costs the UK
economy an estimated £6.6 billion annually in inflated recruitment
fees, temporary staff, and higher salaries needed to attract talent®.

For FM providers, this translates directly into higher wage bills. The
construction sector, a reliable proxy for hard FM trades, experienced
annual wage growth of 6.2% in early 2025, a rate significantly
outpacing general inflation and directly eroding the profitability of a
business model where labour can account for up to 80% of revenue".

» 2. Fuel and Vehicle Costs

For any FM provider with a mobile engineering workforce, fuel and
vehicle running costs are a major operational expense. These costs
can represent up to a third of the total operating budget for logistics-
heavy businesses'. While the long-term shift to electric vehicles may
alter the cost structure, the present is defined by volatile diesel prices
and rising maintenance costs®. Every inefficiently routed journey,
every return trip to the depot for a forgotten part, and every
unnecessary site visit directly adds to this cost burden, chipping
away at the profit margin of each job.

» 3. Materials and Equipment Inflation

The broader inflationary environment has driven up the price of
essential parts, equipment, and consumables. With construction-
related inflation running near 10% in 2024, the cost of goods sold
(COGS) for FM providers has risen sharply®. This pressure is
compounded by post-Brexit supply chain frictions, which can add
further costs and delays to imported components®.

www.cleverly.works



2.3 Escalating Client Demands: The "Do More for
Less” Paradox

While internal costs are rising, external pressure from clients is also
intensifying. In a competitive market, clients are increasingly focused
on cost reduction, demanding higher quality service for lower
prices®. This has fuelled the trend of outsourcing, which in turn
increases the number of providers competing for contracts and
leads to further price commoditisation®.

Simultaneously, client expectations for service delivery have become
more sophisticated. They no longer just want tasks completed; they
demand value-added services. This includes real-time reporting on
job status, demonstrable evidence of compliance with ever-stricter
regulations (such as the Building Safety Act 2022 and various
environmental standards), and data-driven insights into asset
performance to support their own ESG (Environmental, Social, and
Governance) goals®.

This confluence of factors creates an inescapable strategic paradox
for the modern FM provider: they are being asked to deliver a more
sophisticated, data-rich, and compliant service while simultaneously
absorbing rising internal costs and accepting lower prices.

It is impossible to solve this paradox by simply adding more
administrative staff to handle the reporting burden or by cutting
engineer wages in a historically tight labour market. The traditional,
manual operating model has reached a strategic dead-end. The
only variable that can be fundamentally changed is operational
efficiency.

Technology that automates low-value administrative tasks to free up
human resources for high-value service delivery is no longer a "nice-
to-have" but the only viable path forward.

www.cleverly.works



Section 3: Software as a Strategic
Lever for Transformation

In the face of the economic paradox pressuring the FM sector, core
operations software emerges not merely as a tool for incremental
improvement, but as a fundamental strategic lever for business
transformation. By digitizing and automating the entire service
delivery lifecycle, platforms like Cleverly enable SMEs to break free
from the constraints of manual processes, unlocking profound
operational, financial, and strategic benefits.

A 3]1Revolutionizing Operations: From Firefighting to
Control

The adoption of an integrated software platform fundamentally
changes the nature of work for an FM provider, shifting the entire
organization from a reactive, firefighting mode to a proactive,
controlled state.

B Helpdesk and Field Scheduling

Software transforms the chaotic helpdesk from a frantic
cost centre into an efficient command centre. Instead of
relying on phone calls and spreadsheets, work orders are
captured digitally, often directly from client portals. This
triggers automated workflows for intelligent dispatching,
which can assign the best engineer based on skills,
location, and availability, drastically reducing manual
coordination time*. Real-time job tracking via mobile apps
provides complete visibility, eliminating the need for
constant check-in calls and allowing the helpdesk to
manage exceptions rather than every single task®,



B compliance and Reporting Automation

In an era of increasing regulation, manual compliance
management is both inefficient and risky. Software
provides the "golden thread” of compliance, creating an
unchangeable, time-stamped digital audit trail for every
job®. It automates the storage of essential documentation,
froom gas safety certificates to F-gas logs, and
automatically flags upcoming compliance deadlines,
ensuring nothing is missed®. This is mission-critical for
adhering to complex legislation like the Building Safety Act
2022 and for demonstrating due diligence to clients and
insurers'®.

B Assetand Inventory Management

A centralised software platform serves as the single source
of truth for all client assets. It logs a complete history of
every piece of equipment, including past maintenance,
warranty information and performance data®. This rich
dataset is the foundation for shifting from a costly reactive
maintenance model to a highly efficient planned
preventative maintenance (PPM) strategy. This shift alone
can generate a staggering 545% return on investment
through extended asset life and reduced failures®.
Furthermore, integrated inventory management ensures
that engineers have the right parts for the job, while
preventing capital from being tied up in overstocked or
obsolete inventory®.

The journey of a work order in a digitised environment illustrates this
transformation. It begins with a client request via a portal, which
automatically creates a work order. The system suggests the
optimal engineer, who receives the job on their mobile app with full
asset history and required parts. The engineer completes the work,
captures photos, fills out digital forms, and obtains a client
signature on-site. This data syncs instantly, triggering an
automated invoice to the client and updating the asset's
compliance record. This seamless, paperless flow eliminates dozens
of manual touchpoints, reduces errors, and accelerates the entire
service-to-cash cycle .. critical for SMEs who often suffer poor
payment terms



A 3.2 The Financial Payback: Quantifying the Bottom-
Line Impact

The operational efficiencies gained through software translate
directly into measurable financial improvements, impacting both
the top and bottom lines.

B Revenue Capture and Growth

Automated and professionalised quoting processes can
significantly increase conversion rates. More importantly,
software eliminates revenue leakage from small, ad-hoc
jobs or additional parts that are often forgotten or
incorrectly billed in a manual system. By increasing the
productivity of the existing engineering workforce, the
business can handle more jobs and generate more
revenue without increasing headcount. Case studies from
firms implementing such systems report a 25% increase in
maintenance team productivity and a 30% reduction in
unplanned asset downtime, which directly protects client
revenue and satisfaction®.

. Direct Cost Reduction
Administrative overhead

The automation of scheduling, invoicing, compliance
management, and reporting dramatically increases the
capacity of each administrative staff member. This allows
the business to scale its revenue and field operations
without a linear increase in back-office headcount,
fundamentally improving the company's operating
leverage.

Operational Costs

Optimised scheduling and routing directly reduce fuel
consumption and non-productive travel time. A higher
first-time fix rate, driven by better information in the field,
eliminates the significant cost of repeat truck rolls and
wasted labour hours®4. Furthermore, a shift to planned and
predictive maintenance drastically reduces the high costs
associated with emergency call-outs and premium
charges for parts and labour®®.



. SLA Performance and Client Retention

In a competitive market, client retention is paramount.
Software provides the tools to meticulously track
performance against Service Level Agreements (SLAs), with
real-time timers and alerts for jobs at risk of a breach. This
data not only enables better management but also
provides the hard evidence needed to prove compliance
to clients, building trust and securing contract renewals.
There is a direct correlation between high SLA compliance
and strong customer retention®. Similarly, achieving a high
First-Time Fix Rate (over 70%) has been shown to result in
an 86% customer retention rate, demonstrating the
powerful link between operational excellence and long-
term client loyalty**.

A 3.3 Unlocking New Business Models

Beyond optimizing the existing business, software adoption enables
FM providers to evolve their offerings and move up the value chain.
The fundamental business model of a traditional FM SME is selling
man-hours with a markup, a model directly threatened by wage
inflation and commoditization. Software facilitates a crucial pivot.
The company is no longer just selling a person with a wrench; it is
selling an efficient process, guaranteed compliance, data-driven
insights, and optimised asset performance. This transforms the
software from an operational expense to a strategic investment in
evolving the company's entire business model to be more resilient
and profitable.

Predictive Maintenance-as-a-Service

By integrating with IoT sensors on client
equipment, FM providers can use their software
platform to analyse real-time performance data.
This allows them to move beyond fixed PPM
schedules and offer a premium, data-driven
predictive maintenance service, identifying and
resolving potential failures before they occur?®.
This creates a new, high-margin, recurring
revenue stream.

Data-Driven Consulting

Over time, a tech-enabled FM provider
accumulates a rich, proprietary dataset on asset
performance across its entire client base. This
data can be anonymized and analyzed to provide
valuable consulting services to clients on capital
planning, energy optimization strategies, and
asset lifecycle management®. This elevates the
provider from a simple contractor to a strategic
partner.
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Section 4: Lessons from the Leaders: A
Review of Public FM Providers

To understand the strategic direction of the facilities management industry, it
is instructive to analyse the performance and stated priorities of its largest
public players. The strategies being executed by multi-billion-pound
enterprises like Mitie and Sodexo provide a clear roadmap for the entire sector
and offer powerful validation for the technology-centric approach that is now
essential for SMEs.

4.1 Deep Dive: Mitie (LON: MTO)

Mitie stands as the UK's leading facilities transformation company, and its
recent performance underscores a successful strategy rooted in technology
and efficiency.

» Financial Performance (FY24)

Mitie reported a record revenue of £4.5 billion, an 11% year-over-year increase,
and a significant 30% rise in operating profit to £210 million*. This performance
delivered an operating margin of 4.7%, a strong benchmark for the industry
and a testament to their focus on higher-value services and operational
excellence®.

» Operational Scale and KPIs

The scale of Mitie's operations is vast, managing over 2.5 million assets and
conducting 1.75 million planned maintenance visits annually®’. A robust order
book of £11.4 billion and a pipeline of £18.6 billion indicate strong market
confidence in their model*.

» Technology as a Core Strategy

Mitie's investor communications repeatedly emphasise "technology, innovation
and our people’ as the underpinnings of their market leadership®. Their
strategy is explicitly branded as ‘Facilities Transformation,” moving beyond
simple service delivery to technology-enabled estate management®. A
standout KPI that demonstrates this is their achievement of a 95% remote fix
rate for connected assets, showcasing how IoT and remote diagnostics can
dramatically improve efficiency and reduce the need for physical call-outs®.
Their M&A activity is also strategically aligned, focusing on acquiring specialist
firms in areas like fire and security to bolster their technology-led service
capabilities®.
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4.2 Deep Dive: Sodexo (EPA: SW)

Sodexo, a global leader in food and facilities management services, also
demonstrates a clear commitment to technology and data as drivers of
growth and efficiency.

» Financial Performance (FY24)

Sodexo reported strong HI FY24 results with 8.5% organic revenue growth and
an underlying operating margin of 5.1%, an improvement of 40 basis points®.
The company's total consolidated revenues for FY24 reached €23.8 billion®.

» Operational Scale and KPIs

A key focus for Sodexo is client loyalty, evidenced by a record-high client
retention rate of 95.5%*. Their growth mix is different from Mitie's, with Food
services (+10.7%) growing faster than FM services (+4.5%), but the underlying
principles of service excellence and efficiency are shared™.

» Technology as a Core Strategy

Sodexo's strategic plan explicitly identifies "“Tech & Data investments” as a
critical enabler for improving operational efficiency and enhancing the
consumer experience, with annual technology-related operating expenses
running at approximately €500 million®°. The company is actively deploying
data analytics, artificial intelligence, and predictive modelling to optimize its
operations®. A prime example of this strategy in action is their global digital
transformation initiative using Microsoft Azure and Dynamics 365. This project
replaced dozens of siloed systems with a single integrated cloud platform,
enabling a data-driven "'mutualisation” model that delivers efficiency savings
of 15-20% to clients®.

The strategic priorities explicitly stated and funded by these industry giants -
investing heavily in integrated software platforms, leveraging data analytics for
efficiency, and using remote technology to improve service delivery - are
precisely the capabilities that modern SaaS platforms provide to SMEs. This is
not a coincidence. The enterprise players, with their vast resources and
analytical capabilities, have determined that this is the only viable path to
profitable growth in the modern FM market. An SME adopting an integrated
operations platform is not taking a risk on an unproven concept; they are
adopting a scaled-down, accessible version of the proven, winning strategy of
the industry’'s most successful companies. This makes the decision to digitize
less of a leap of faith and more of a strategically sound move to emulate
established best practices.



&

—
~

Section 5: Benchmarking
for Excellence: Key Metrics
for FM Operations

For an SME FM provider, what gets measured gets managed. Moving beyond
gut-feel and anecdotal evidence to a data-driven operational model is the
single most important step in improving profitability and service quality. Core
operations software makes tracking these Key Performance Indicators (KPIs)
effortless, providing real-time dashboards that highlight areas of excellence
and opportunities for improvement. The following metrics are essential for any
modern FM operation.

Key Performance Industry Benchmark Typical Baseline Software-Enabled Potential
Indicator (KPI) (Target) (Manual) Performance Improvement
Planned vs. 40% Planned [ 70% Planned [ 30% +75% in Planned
. . >80% Planned . ;
Reactive Ratio 60% Reactive Reactive Work
First-Time Fix Rate
) 00 0‘J 00 + L)
(FTFR) 80% 70% 85% 21%
Engineer o o o o
Utilisation Rate >78% 60% 75% +25%
SLA Compliance >959% 88% 98% +N%
Rate
Admin Cost per Decrease £50,000 £25,000 -50%
£1m Revenue

www.cleverly.works
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Section 5: Benchmarking
for Excellence: Key Metrics
for FM Operations

5.1 Maintenance Strategy: Planned vs. Reactive Ratio

This KPI measures the balance between proactive, scheduled work and
reactive, breakdown-driven work.

» Benchmark

A typical FM operation often finds itself in a reactive state, with a ratio of
40% Planned Preventative Maintenance (PPM) to 60% Reactive work. Best-
in-class organisations invert this, often achieving an 80/20 or even 90/10
Planned-to-Reactive ratio®.

B Impact

Reactive maintenance is inherently inefficient and costly. It leads to
unpredictable schedules, higher costs for emergency parts and labour,
significant asset downtime, and shorter equipment lifespans. A strategic
shift to planned maintenance provides control over schedules, reduces
costs, and improves asset reliability.

» Software's Role

Software is the engine of a PPM strategy. It provides the centralized asset
register and automated scheduling tools necessary to plan, assign, and
track all planned maintenance tasks, ensuring that proactive work is
consistently executed.

5.2 Field Efficiency: First-Time Fix Rate (FTFR)

FTFR measures the percentage of jobs completed successfully on the first visit,
without the need for a return trip.

www.cleverly.works
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Section 5: Benchmarking
for Excellence: Key Metrics
for FM Operations

» Benchmark

The industry average FTFR is approximately 78%. An excellent rate is
considered to be above 80%, with top performers exceeding 90%°**.

» Impact

A low FTFR is a direct and significant drain on profitability. Each repeat visit
incurs additional travel costs, consumes valuable (and non-billable)
engineer time, and damages customer satisfaction. Improving FTFR is one
of the quickest ways to boost both efficiency and profitability.

» Software's Role

Software dramatically improves FTFR by equipping engineers with the
information they need before they arrive on site. A mobile app provides
access to the full asset service history, technical manuals, and required

parts lists. This ensures the engineer is fully prepared to diagnose and
resolve the issue on the first attempt.

5.3 Workforce Productivity: Engineer Utilisation Rate

This metric calculates the percentage of an engineer's paid time that is spent
on billable, revenue-generating work.

» Benchmark

The ideal target for a field service engineer's billable utilisation is 75% or
higher®®. The remaining time is unavoidably spent on non-billable but
necessary activities like travel, training, and administration.

www.cleverly.works
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Section 5: Benchmarking
for Excellence: Key Metrics
for FM Operations

m) Impact

Engineer utilisation is a direct measure of an FM provider's revenue -
generating capacity. Low utilisation indicates that a significant portion of
the largest cost centre - field staff salaries - is being spent on
unproductive activities. Increasing utilisation allows the business to
complete more jobs and generate more revenue with the same
headcount.

» Software's Role

Software attacks the two biggest drivers of low utilisation: travel and
administration. Intelligent scheduling and route optimisation minimise
‘windshield time." Digital forms, on-site invoicing, and automated job
reports on a mobile app drastically reduce ‘paperwork time." This
systematically converts non-billable hours into billable ones.

5.4 Client Satisfaction: SLA Compliance Rate

This KPI tracks the percentage of jobs completed within the contractually
agreed Service Level Agreement timeframes.

» Benchmark

High-performing organisations aim for an SLA compliance rate of 95% or
higher. Rates falling below 90% should be considered a significant warning
sign of systemic issues®.

» Impact

Failure to meet SLAs often results in financial penalties. More critically,
consistent SLA failures erode client trust and are a leading cause of
contract non-renewal. Demonstrating high and consistent SLA
compliance is a powerful tool for customer retention.

» Software’s Role

Software automates the entire process of SLA management. It starts
timers the moment a job is logged, provides real-time visibility on jobs
approaching their deadline, and sends alerts to managers so they can
intervene proactively. Crucially, it generates automated, indisputable
reports that can be shared with clients to prove compliance.



Section 6: The Investment &
Consolidation Landscape

The strategic importance of technology in the facilities and property
management sectors has not gone unnoticed by the investment
community. A surge in venture capital (VC), private equity (PE), and
merger and acquisition (M&A) activity is reshaping both the
technology and service provider landscapes, with a clear trend
toward the creation of integrated, end-to-end platforms in both.

A 6.1The Consolidation Wave: Roll-Ups and
Aggressive M&A

The UK FM market is seeing high deal volumes as large players
seek to acquire smaller SMEs to expand their regional footprint,
add specialist capabilities (such as fire and security), and capture
skilled labour.

# High Deal Activity

2024 was a standout year for M&A, with 181 recorded deals
in the sector (a 5% increase year-on-year) and Q4 2024
marking the strongest quarter for deal flow since early 2021.

# Private Equity Dominance

Private equity has overtaken trade buyers as the primary
engine of this consolidation. In 2024, 54% of all deals were
backed by private equity, up from 36% in 2022. PE firms are
executing "buy-and-build” strategies—acquiring a platform
company and then aggressively buying smaller SME
providers to bolt on revenue and synergies.



Section 6: The Investment &
Consolidation Landscape

4  Maijor roll up players

Here are some examples of the transactions that have
taken place within the space.

e Marlowe PLC & The WCS Roll-Up: Marlowe PLC
executed a textbook “"buy-and-build” strategy in the
water and air hygiene sector. Beginning with the
acquisition of WCS Environmental Group for £2.5m in
2016 (plus shares) and Suez WCS for £4.5m in 2018,
Marlowe aggregated dozens of SME providers. This
culminated in the divestment of these assets to Mitie in
August 2025, for £366 million creating a market-leading
compliance division. This proves that small, specialised
FM firms are prime targets for aggregation.

e Nurture Group: A prime example of the roll-up model in
green services. Nurture completed its 50th acquisition
in late 2024 with the purchase of Tivoli Group (adding
£70m turnover), following the acquisition of Gristwood &
Toms earlier in the year. They are actively consolidating
the fragmented grounds maintenance market.

e Atlas FM: Continuing its aggressive expansion, Atlas
acquired Tudor Group (cleaning and technical
services) in March 2024 and Aston Services Group later
in the year.

e OCS: Created one of the UK's largest hard services
providers through the acquisition of FES FM.

e Bellrock: Has pursued multiple acquisitions to
strengthen its ‘“critical engineering” and consulting
arms, including Axiom, Summers-Inman, and MW Lift
Services.



Section 6: The Investment &
Consolidation Landscape

AW 6.2 Maximizing Valuation: The "Digital Premium®

In a sale process, not all revenue is created equal. Acquirers -
especially sophisticated PE buyers - pay a premium for
businesses that are "tech-enabled.” A manual, spreadsheet-run
business is viewed as high-risk and difficult to integrate, often
leading to lower valuation multiples or failed deals. Conversely, a
digitized business commands a "Digital Premium.”

# The "Single Source of Truth” as a Valuation Driver

When a buyer conducts due diligence, they need instant,
accurate answers. "What is your gross margin per
contract?” "What is your engineer utilisation rate?” "Can you
prove 100% compliance across your estate?” A business
running on a core operations platform like Cleverly can
answer these questions instantly with verifiable data. This
"Single Source of Truth® reduces the buyer's risk perception,
directly increasing the valuation multiple they are willing to
offer.

# Scalability without Chaos

Roll-up buyers are looking for platforms they can scale. A
business that relies on manual admin processes hits a
‘complexity ceiling” where adding more contracts creates
chaos. A software-enabled business demonstrates
operating leverage - the ability to add revenue without
linearly adding admin cost - which is the "holy grail® for PE
investors
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4 Valuation Multiples

While traditional FM SMEs might trade at 4.5x - 6.0x EBITDA,
tech-enabled services can command significantly higher
multiples (often 8x+). Buyers pay this premium because
digital businesses scale faster and carry less risk.

# The "Golden Thread" of Compliance

In the post-Grenfell regulatory landscape, compliance risk
is a deal-killer. An SME that can demonstrate a digital,
auditable "Golden Thread" of maintenance records (as
required by the Building Safety Act) is a far more attractive
and valuable asset than one relying on paper logbooks.

AW 6.3 Case Study: The Exit of Just Ask / Nexgen

The sale of Nexgen Group (formerly Just Ask) to Bidvest Noonan in
July 2024 illustrates the power of this strategy. Bridges Fund
Management invested in Just Ask and explicitly focused on
building a “tech-enabled operational platform” to drive efficiency
and carbon reduction. This digital transformation was a key factor
in successfully scaling the business via 5 bolt-on acquisitions and
securing a successful exit to a major trade buyer.

AW 6.4 The Supporting Ecosystem: Tech Consolidation

The importance of this "Digital Premium’ is further evidenced by
the parallel consolidation occurring in the software market itself.
Investors are pouring capital into the platforms that run these FM
businesses, validating the thesis that digital operations are the
future of the sector.
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# Simpro Group & BigChange

In October 2024, Simpro Group acquired BigChange,
combining trade contracting strengths with mobile
workforce management to create a comprehensive
platform for asset-heavy industries.

# Joblogic & Axiom/Vista

Following a £60m investment from Axiom Equity, Joblogic
secured further backing from Vista Equity Partners in late
2025 to drive an "Al-first" roadmap.

AW Strategic Takeaway

For an SME FM provider, adopting a comprehensive software
platform is not just an operational decision; it is a pre-sale value
creation strategy. It transforms the business from a traditional
service company into a "tech-enabled” platform that is attractive to
the industry’'s most aggressive consolidators.
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Section 7: FM in 2030: The
Dawn of the Autonomous,
Data-Driven Provider

The forces of economic pressure and technological innovation are not merely
tweaking the facilities management industry; they are fundamentally
reshaping it. Looking ahead to 2030, the profile of a successful FM service
provider will be radically different from that of today. The most competitive
firms will be those that have fully embraced a digital-first operating mode],
blurring the line between a service company and a technology company.

7.1 A Vision for the Future Service Provider

By 2030, differentiation in the FM market will be based less on the size of a
company's workforce and more on the sophistication of its technology stack.
The leading providers will compete on the quality of their data, the efficiency of
their automated processes, and their ability to provide predictive, value-added
insights to clients. Manual coordination will be replaced by automated
orchestration, and reactive problem-solving will give way to proactive, data-
driven optimisation.

7.2 The Role of Al, Automation, and Integration

Several key technologies will underpin this transformation:

» Al Co-pilots and Predictive Operations

Artificial intelligence will evolve from a tool for simple automation into a
true operational ‘co-pilot." Al algorithms will analyse incoming work
orders, check engineer skills and availability, and review data from loT
sensors on client assets to automatically schedule and optimise an entire
week's worth of work without human intervention®. Predictive
maintenance, powered by Al analysing real-time sensor data, will become
standard practice, allowing for just-in-time repairs that maximise asset
lifespan and eliminate unplanned downtime®. Deloitte predicts that Al-
powered predictive maintenance can reduce overall maintenance costs
by up to 25% and minimize equipment breakdowns by 70%°*.

www.cleverly.works
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Section 7: FM in 2030: The
Dawn of the Autonomous,
Data-Driven Provider

» Seamless Marketplace Integration

The core operations software of an FM provider will no longer be a closed
system. It will be seamlessly integrated into a broader digital ecosystem.
When a job requires a specific part, the system will automatically check
internal inventory, query the live catalogues of national suppliers to find
the best price and availability, and place an order for delivery directly to
the site or a local pickup point. Similarly, for work requiring specialist skills,
the system could automatically tender the job to a marketplace of pre-
approved subcontractors.

7.3 The Evolving Workforce: From Dispatchers to
Data Analysts

This technological shift will have a profound impact on the structure of the FM
workforce. Many of the manual, repetitive back-office roles that define today's
FM providers will be largely automated. The roles of manual schedulers,
dispatchers, and invoicing clerks will shrink dramatically.

In their place, new, higher-value roles will emerge:

» FM Data Analyst

This role will be responsible for interpreting the vast amounts of asset
performance data collected by the software platform. They will identify
trends, benchmark performance across sites, and provide clients with
strategic advice on capital planning, energy reduction, and operational
improvements.

» Automation Specialist

This individual will manage and continuously refine the automated
workflows within the core operations software, ensuring the system is
running at peak efficiency and adapting to new business requirements.

www.cleverly.works
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Section 7: FM in 2030: The
Dawn of the Autonomous,
Data-Driven Provider

» Client Success Manager

This role will use the rich performance data and compliance reports
generated by the system to proactively manage client relationships,
demonstrate value, and identify opportunities to upsell new services like
predictive maintenance or energy consulting.

The core skillset required in the FM back office will pivot from manual
coordination and data entry to data interpretation, strategic analysis, and
technology management.

www.cleverly.works
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Section 8: Financial Model -
The ROI of Digitisation for
an FM SME

The following financial model provides a quantitative analysis of the impact of
adopting an integrated operations software platform for a typical UK-based FM
SME. The model compares a Baseline scenario, representing a business run on
manual processes and spreadsheets (and/or non specialised operations
software), with a Software-Enabled scenario.

The assumptions used are conservative and based on the industry
benchmarks, public company data, and case studies analyzed throughout this
report. The "Scenario Inputs” table allows for the adjustment of key
performance levers to test different outcomes.

Scenario Inputs & Key Assumptions

This table outlines the core assumptions driving the model. The "Improvement”
column reflects the operational gains achieved through the automation and
efficiency provided by a core software platform.

www.cleverly.works
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Software-Enabled %

" Source of Assumption
Assumption Improvement

Baseline

Input Metric

Operational Efficiency

Enqineer Industry benchmarks
ng! 60% 75% +25% suggest >75% is
Utilisation Rate . 56
achievable™.
. ) ) Moving from below
First-Time Fix Rate 70% 85% +21% average to best-in-
(FTFR) 34
class™.
Automation of
Admin Staff 5 25 -50% schedullng, invoicing,
Headcount and reporting reduces
manual workload.
Revenue & Growth
Quote Conversion Faster, more
Rate 30% 35% +16.7% professional quotes
improve win rates.
. Improved SLA
Annuql Client 90% 95% +5.6% compliance and service
Retention Rate . 34
quality reduce churn™.
Cost Structure
Average Engineer £45,000 £45,000 - Based on market rates.
Salary
Average Admin £30,000 £30,000 - Based on market rates.
Salary
Software Cost Estimated annual
£0 £30,000 N/A subscription for a 30-50
(Annual) . .
engineer business.
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Software-
Enabled (Year1)

Profit & Loss

Baseline (Year1) Change (£) Change (%)

Statement

Revenue
Base Revenue £5,000,000 £5,000,000 £0 0%
Revenue Growth (from £0 £275,000 +£275,000 +55%
retention/quotes)
Total Revenue £5,000,000 £5,275,000 +£275,000 +5.5%

Cost of Goods Sold (COGS)

Engineer Salaries (50) £2,250,000 £2250,000 £0 0%
Vehicle & Fuel Costs £500,000 £450,000 -£50,000 -10.0%
Materials & Parts £1,000,000 £1,000,000 £0 0.0%

Cost of Repeat Visits

(Low FTFR) £250,000 £100,000 -£150,000 -60.0%
Total COGS £4,000,000 £3,800,000 -£200,000 -5.0%
Gross Profit £1,000,000 £1,475,000 +£475,000 +47.5%

Gross Margin % 20.0% 28.0% +8.0 pts +40.0%
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Profit & Loss Software-

. Baseline (Year1) Enabled (vear1) Change (£) Change (%)
Operating Expenses (OpEx)
Admin Salaries £150,000 £75,000 -£75,000 -50.0%
Sales & Marketing £250,000 £250,000 £0 0%
Rent & Other £200,000 £200,000 £0 0%
Overheads
Software Subscription £0 £30,000 +£30,000 N/A
Total OpEx £600,000 £555,000 -£45,000 -71.5%
EBITDA £400,000 £920,000 +£520,000 +130.0%
EBITDA Margin % 8.0% 17.4% +9.4 pts +118.0%

Financial Impact Analysis: P&L Comparison

The model demonstrates a profound impact on profitability. The Software-
Enabled business not only grows faster due to better retention and quote
conversion but is also fundamentally more profitable due to significant
improvements in operational efficiency and reduced overhead.

www.cleverly.works
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Section 8: Financial Model -
The ROI of Digitisation for
an FM SME

Key Performance & Financial Ratios

The shift to a software-enabled model fundamentally improves the key ratios
that define a healthy and scalable service business. The company is able to
generate significantly more revenue per employee, particularly per engineer,
while drastically reducing the ratio of administrative overhead to frontline staff.

Baseline Software-Enabled

Profitability Ratios
Gross Margin % 20.0% 28.0% +8.0 pts
EBITDA Margin % 8.0% 17.4% +9.4 pts
Efficiency Ratios
Revenue per Employee (Total) £90,909 £100,476 +10.5%
Revenue per Engineer £100,000 £105,500 +5.5%
Admin Staff to Engineer Ratio 1:10 1:20 +100%
Return on Investment (ROI)

Annual Software Investment N/A £30,000 +£30,000
Annual EBITDA Gain N/A £520,000 +£520,000
simple ROI (Gain | N/A 17.8%

Investment)
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