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Cavhonary statement

The Annual Report and Accounts contain forward looking
staternents Such statements do not relate sictly to
histoncal or cutrent facts and can be identfied by the:
use of words such s anticipate’ ‘expect  intend' wAl'
project plon' and ‘believe and other words of smiar
meaning in connechon with any dscussion of future
avents These stalements are made by the Drechors of
MME Group PLC in good faith based on the information
available to them as at the dote of approval of this
report and will not be updated dunng ihe year These
statements by ther nalure involve nsk and uncertointy
because they relate to and depend vpon events that
may of may not occur in the fulore Actudl events may
differ matenaly from those expressed or mpled in fhs
report and accordingly all such statements should be
freated with cauhion Nething in this report should be
censtrued as a profit forecast




Overview
Highlights

We have achieved another year of strong. profitable growth Revenue 1s up 14 5% to £1.407 2m ond operating profit
before amorhisahon is up 20 5% to £72 2m These results have dnven earnings per share before other tems* up 21 1%
to 14 9p per share and our full year dividend up 17 6% to 6 Op per share

Our order book has grown to £4 4bn (2007 £4 1bn) and we have secured 78% of our budgeted revenue for the year
ending 31 March 2009 {2007 75%)

Our balance sheet remains strong and we have capacity for growth, we have low levels of geanng with net debt at
£156m (2007 £8 1m) and our pension funds are In net surplus We remain focused on the achievement of susiainable,
profitable growth

Revenue (£m)

£1,407.2m

+14 5%

Operating profit before
amortisation (£m)

£72.2m

+20 5%

Earnings per share before
other fems* {£m)

14.9p

+21 1%

Dividend per share (p)

6.0p

+17 6%

* Other iferns are non-cash acquisition reicted lems being amortisahion of nfangible assets and unwinding of discount on deferred conhingent consideraton
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MITIE at

We are one of the UK's leading support services companies
delivering a range of integrated services to support the
buildings and infrastructure of our clients. We are a people
business, made up of over 49,000 talented and driven people,
all working to support our three divisions: facllities, property
and engineering services.

We are a UK based, FTSE 250 Company that has a track
record of growing revenue, profit and earnings per share.

We have a clear strategy and vision, supported by a set

of core values.
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Strategy

To detver stakeholder value .
through a focus on sustainable,
profitable growth

Vision

Values

People - MITIE 15 a people business
It's our 49,505 people, and ther
dnve to atways do ther jobs to the
very best of ther ability that make
us different

« Passion — People + passion That's

To be a Company of
world-class people deliverng
world-class services

what MITIE's all about Take our
people. add ther passion and
you get something really special

» Fresh thinking — Our people are

always having ideas Every day,
the teams at MITE come up with
onginal thoughts, from the bnliant
to the sublme It's our ability to
innovate that helps us improve:
and develop services, enter

new markets and keep our
clents happy

» Exciting futures - We want fo make

sure that all MITIE people want to
do ther jolos better than anyone
else in the world Motivating our
people 15 part of our daity routine
providing nsprration from skill
development, career progression
and recognificn of a job wel done



contract
wnes

£14012m

Revenue

49,505

People

£4.4hn

Order book

Strong halance
sheet

A clent outsources one service
to MITIE

A client outsources more than
one service to MITIE

Facilities
sSenices

Integrated faciliies management
and a range of services

ncluding asset management,
energy consultancy, document
management, front of house,
catenng, cleanng, engneenng
mantenance, landscaping,

pest confrol, secunty, waste and
environmental management

Sectors

Facilities
management

A complete facilihes management
solution, tailor made for each and
every clent

Property
Services

Roofing, repairs and redecoration,
intenor fit out, plumbing and heating,
social housing maintenance and
refurbishment and fire protechion

Mechanical and electncal, energy
generafion and management,
technology and infrastructure
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Our
strategy

We have a simple strategy to ensure our future success:

To deliver stakeholder value through a focus on sustainable,
profitable growth.

This sirategy can be broken down info four areas that are
all linked to our key performance indicators (KPIs) and other
management tools, which we use to measure our success
and our progress.

‘We have heen
ahle to grow much
fasterthanthe
markets in which
we operate.’
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Stakeholders

Sustainahility

Profitahility

Our strategy 1s to deliver value to

all our stakeholders ncluding our
shareholders, customers, employees
and the wider community

We have an uncompromising
commitment to deliver value 1o our
customers by providing them with
gualty services Our ability o do
this direcily impacts on our ability
to retain our chents We measure
this part of our strategy using our
coniract retention KPl Many of

the principles in delivenng gquality
services start with the atttude of the
people camrying out those services
This 1s why MITIE is all about having
the nght people for the job and the
nght athtude to gethng t done We

Sustanakility has many
interpretahons For us, It's about
bulding and protechng a long term
business, managing our growth
rates and planning ouwr resource
requirements Our forward order
book s a KPI and helps us to monitor
the visibility and demands of our
future workloads and earnings

we act responsibly as a business
and am to build a reputation that
enhances our brand and makes
us attractive to shareholders,
customers and future employees
in the long ferm

We are focused on growing

our business profitably and on
mamntainng our margins within our
target ranges The remunerafion
of our senior management 1
influenced by profit related
performance and we recognise
that focusing on profitability rather

We have a track record that has
seen double digit organic growth
every year since our formahon in
1987 We are confident of confinued
success Dunng the year, we grew
revenue at arate of 14 5%, with
organic growth of 10 4%, whilst

we saw our markets grow at an
average of 6 0%

We are well placed to take
advantage of the frends fowards
both integrated and larger scale
national confracts that can only be
delivered by a small number

of providers

know that the best way to make
sure that we have the nght pecple
15 to recruit, motivate and retain
the best talent in our industry To do
this we provide a comprehensive
set of benefits, rewards, ncentives
and tranng We measure our
performance In this area through
our management retenhon KPl By
providing our clients with quality
services delivered by quality
people. we will also deliver value
to our shareholders, through the
sustainable, profitable growth of the
Group Qur financial KP set reflects
our performance 1n this area

Qur corporate responsibility (CR)
programme Is a differentiator for
clients seeking to do business with
Ike-mincled organisafions and we
belleve that it contmbutes to our
ability fo sustaun our growth in the
future CR 15 an important part of
our strategy and we measure our
impaoct on the environment as a
KPI in the form of our CO, emissions
per employee We dlse produce
a separate CR Report each year
which uses key measurements

to benchmark our progress in
developing our CR programme

than top ine growth s a key factorin
creatng value for our shareholders
We use our EBITA margin as one

of our financial KPls o monitor

our performance

Part of our strategy 15 to supplement
our orgamic growth through
acquisihions of companies that

can enhance our service offenng
We look for companies that

have a similar culture to us —an
entrepreneunat cutture supported
by strong management, where
achieverment s rewarded and

the satsfaction of customers i the
pnmary focus MITIE's own success
can be atinbuted to the strength
and motivation of its people, and
s a vital ngredient for any company
that we consider acguinng
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periormance

Financial KPls

Group EBITA (%)

Descnplion Our earnings before
interest, tax and amorhisation {EBITA)
margin provides us with a good
indicator of the profitability of our
business Where we have matendl,
non recumng charges, such as
integration costs, we exclude these
from our measure

Target range Maintain EBITA margins
between 5 0% and 4 0% per annum

Comment We have mantaned
our undertying margins at 5 1% and
mproved our reported margins from
therr 2007 levels of 4 9% Acquisifion
related integration costs reduced
reported EBITA in 2007

Capital expenditure
as a percentage of revenue (%)

Descnphon Our srength lies in the
management of pecple and in

the provision of suitable assets to
support ther work, but our business

is not capital Intensive We confinue
to monitor and control capital
expenditure, and target growth

and acquistions in areas that do not
require substanficl capital expenditure

Target range’ Mantan below 2 0%
of revenue

Comment We have reduced our
capital expenditure KPl to 1 4%
(2007 18%) keeping it well below
the 2 0% target imit

& MITIE Group PLC Annual Report and Accounts 2008

Conversion of EBITDA to cash (%)

Description The efficiency with which

we manage the generation of cash is

an important ndicator for our business
MITIE 15 built on a sound understanding

of the mportance of cash and working

capital management and that ethos
remains cntical to our business The
conversion of the Group's earmings
before interest, tax, depreciaton and
amortisahon {EBTDA) to cash is one
of the significant cash flow indicators
for MITIE

Target range Over 90 0% of Group
EBITDA converted to cash

Comment We have achieved our
target this year with 90 3% of Group
EBITDA being converted to cash

Dividend growth (%)

Descnption’ It s mportant that we
continue to farget a progressive
dividend policy that provides an
appropnate return to shareholders
and that provides a dividend which
grows In ine wath the undertying
earnings of the Group

Dividend cover s calculated

by reference o our underying.
cash based earmings which we
measure using our basic EPS
before amortisation of Intangibles,
imputed interest charges relating
to acquisitions and matenal non
recumng charges There were no

matenal non-recumng charges

in 2008, whilst in 2007 adjustment
was made in respect of acquisihon
related integrahon costs The
adjusted EPS ofter these temsis
149p (2007 12 8p} gving nse to
underying growth of 16 4%

Target range Afleast in ine with
underlying earnings growth at

a cover rate of 2 5 times
adjusted earmings

Comment Our cividend growth

for the year s 17 6 %, giving cover
of 2 5 hmes adusted earnings




MITIE's strategy is centred on sustainable, profitable growth.
In delivering this strategy our main aim is fo secure value
enhancement for our shareholders and other stakeholders.
We use the following financial and non-financial key
performance indicators (KPIs) along with other management
tools to measure our success in the delivery of our strategy
and the management of our business:

Non financial KPls

Reportable accidents
(per 1,000 employees)

Descnplion Reporfable accidents
are defined as fatalities, major injunes
and inunes resulhing In absence from
wark of over three days Our pecple
are our greatest asset Providing
them with a safe environment In
which o work s of paramount
importance o us, so we use aKPI

for reportable accidents to assess
our performance

Objective Retain focus onreducing
the nsk of accidents in cur business

Comment Qur focus on health and
safety has enabled us fo reduce
reportable accidents to 40 per
1,000 employees

Retenhon of existing confracts
within Facilihes Services (%)

bescription In order to achieve
sustainable, profitable growth,

we monitor the percentage of
existing contracts retained N our
Faciities Services division on a rolling
12 month basis

Target Achieve confract retention
rates in excess of 0 0%

Comment We have mproved
our contract retenton rate in our
Faciihies Services division to 86 0%

Management retention (%)

Descriphon MITIE 5 o people
business and we pnde ourselves In
creatng and nurfunng outstanding
management Monitonng how
successful we are n refaining our
people 1s an impertant measure
for us

Target: Enhance focus on the
development and retention of
management to mantan a
retention rate of over 90 0%

Comment We have increased
our management refenhon rates
t0 920%

Forward order book (£bn)

Descripfion Our forward order book
figure 15 the total future revenue for
all of the contracts that we have
signed with customers This figure
gives us a good indication of our
abity to sustain our growth rates

Target Increase order bock

Comment At the end of the year
our order book was at £4 4bn,
showing growth from the prior year

Carbon dioxide emissions (fonnes
equivalent CO, per employee)

Descnplion We are conscious of

the mpact of our operahons on the
environment Qur CO, emissions are
caleuiated using DEFRA conversion
factors following a review of our

fuel and utiihes usage The rate of

CO, emissions per MITIE employee s
calculated using the average number
of people employed dunng the year

Objective Understand and
minimise the environmental
impact of our operatons

Comment This yeor, we have reduced
our CO, ernissions per employee from
0 70 tonnes equivalent per employee
to 0 64 tonnes equivalent

MITIE Group PLC Annual Report and Accounis 2008 7




Our services span the entire building lifecycle, from planning
and installing, to managing and maintaining. We provide a
comprehensive range of integrated services to some of the
UK's largest public and private sector businesses, working with
our customers to ensure their buildings and workspaces are
smarter, greener, safer and betfter run.

Confract types

Operating divisions
When working with MITIE, chents

We are organised into three
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operating divisions supported by

a central team Our three divisions
are structured fo miror the way our
customers buy ther services

Revenue split (Em)

are able to choose the way that
they procure therr services

Some clients will buy just one service
from us, some multiple services and
others may outsource therr entire
facilties management departments
to us

Confract types spht within MITIE {7%)



We provide integrated facilities
services and are responsible

for managing and maintaining
properhies and workspaces for some
of the UK's largest businesses and
organisaiions We have the experhse
In place to support our customers

in achieving ther strategic goals -
mproving seraces, reducing costs

and creating great workplaces for
ther people

Our comprehensive range of
services means that we can provide
all of our facilihes services directly
without having to subcontract to
third parties, saving our customers
time, money and increasing co-
operaton and efficiency befween
service teams

We also provide the specialist
knowledge to support our customers
in addressing change, from energy
and envronmental management
and specialst faciihes management
technology. to ifecycle management
and consultancy services

The first expenence of outsourcing
for most organisations s usually

to outsource some of ther single
services It s usually possible to
provide significant cost savings

on first tre outsourced contracts
as specialst suppliers may bnng In
process improvements and new
technology. or may reduce the
headcount of the service feam
As organisations outsource more
specialist non-core services, the
number of suppliers and contracts
that they have to manage increqses

Property
Services

We provide a full suite of property
services, from refurbishment fo
repairs, working with cllents as
vaned as housing associations,
industnal companies and property
developers We have specialist
skills in every aspect of property
care, iIncluding infenor fit-out,
minor repairs and redecoration,
passive fire protechon, plumioing
and heating, refurbishment, repar
and maintenance and roofing
Our energy and commitment

to improving and fransferming
buldings. both nside and out,

has made us one of the strongest
providers in our sector

Multi-service

In a mulh service confract, a client
will outsource more than one service
to MITIE We know that by providing
qualty services to our chents, it 1s
more likely that they will outsource
other services to us rather than
going to a different suppler Mul
service contracts are g common
progression for organisahons that
have dready outsourced some

of therr non-core support services
For second and third generahion
outsourced contfracts, it becomes
harder to save money by process
improvement alone Inamulh
service contract, our clients can
reduce the number of suppliers that
they have to moniter by confracting
with us to provide multiple services
The benefits nclude possible
synergies n the management and
delivery of the services, one invoice
every month, one health and safety/
qudlity management systern to audit
and fewer suppliers to manage

We are a valuable partner for

clients who wish to rahonalise thetr
supply chain without losing any

of the experise that comes with
outsourcing to specialst suppliers

Engineering
Services

We deliver leading-edge,
sustainable engineenng services
for buldings

Our services cover every aspect of
design. consultancy and installation,
from mainstream mechanical and
electncal engineenng to technology
nfrastructure, heating, ventilation
and ar conditoning We have

dlso ganed impressive experfise In
renewable energy technologies and
are helping clients make substantial
reductions in the carbon footpnnt
and Ifecycle costs of ther buldings

Facilities
managemernt

Organisahons that are comfortable
with outsourcing may wish to
engage with us in a facilihes
management {FM) confract This
type of contract s an end to-

end facilthes solution where MITIE

s brought n to manage the FM
department for a chent We can
help an organisation idenhfy what
should be outsourced, then deliver
the services with one infegrated
team With MITIE's range of services,
we cre able to provide directly the
vast majonty of services that most
other FM companies would have to
subconiract This can help fo dnve
down costs and encourage a 'one
team’ approach We see the area
of FM as a large potential growth
area for MITIE
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Services provided: responsive repairs, voitd
remstatement and supply cham management.

Ouerview

We are helping Milton Keynes Council fo mprove
therr housing service by reinstating empty properfies
more gquickly and providing a more effective
method of camying out housing repars on its stock
of 12,000 homes

Koy successes

We were confracted to deliver a vastly mproved
and more cost-effectve mantenance programme
through a locally based service that encompasses
all of the main bullding trades, bulding waorks and
mprovernent prograrmmes within properfies

A new process that places great emphasis on
empowenng fradesmen 1o complete all calls

on a ‘zero defects, zero complaints' basis has
beenmplemented As a direct result, the level of
responsive repars completed on fime has nsen by
13% to 95% Average working days far non urgent
repars have fallen from 70 days fo just 12 days
These Improvements have increased first fime fixes
and have enabled ¢ larger percentage of every
pound of the councll's reparrs budget to be spent
on mantenance rather than on administenng

the service

MINIE Group PLC Annual Report and Accounts 2008 11



Communities and Local Government
and the Government Office for London

Services prowded: facilities management,
maimenance and engineering, cleaning, catering,
business services (reception, porterage and mail),
secimty and wasie management.

Overview

In 2004, the then Office of the Deputy Pnme
Minister was delivenng faciimes services through a
managing agent, with a range of subcontractors
With & need to streamiine the management of
ther estates and ncreasing sustainability targets,
the government department, now known as
Communihes and Local Government embarked
on a process o select a single suppler to deliver
a fully Integrated faciliies management service
Since then MITIE has been working with the ceniral
government department fo deliver an ntegrated
FM service

Koy suctesses

MITIE has been successful In delivenng savings of
over £500,000 across the contract, which have
been achieved os a resutt of a continuous dnve for
improvements, supporting the central government
department in rafionalising the efficiency of ther
estate whilst adding considerable value across

the contract

The confract s based around a focus on delivenng
innovahon and expertise 1o iMprove service
delivery, nvolving all members of the MITIE team
and members of the client team to deliver

these mprovements They have included the
cenfralisahon of the on sife mairooms, providing
considerable financial and space saving benefits
to the govemment department, through to
providing environmental management expertse
1o support Communihes and Local Government to
achieve the recent targets Introduced across the
govemment estate, to reduce CO, emissions by
20% by 2012

MITEE has introduced a range of inthatives across
the sites to reduce waste and energy usage and
support the actyevement of sustanability targets
This has Included a project fo re programme the
time-settings on the passive infrared motion sensors
across the vanous sites and the infroduction of a
food composting programme which saw MITIE
working in parinership with a locally based social
enterpnse to support the increase in recychng
across the stes Comioined with a range of other
recycling infiatives, this has resutted n a dramathic
increase N recycing across afl sites over the tast
two years, with MITIE confinuing to work with
Communities and Local Government to achieve
therr targets in this area
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Her Majesty's Courts Service (HMGS)

Services provided: front of house, access
control, CCTV momtoring, Jury superuision
and car park management.

Overview

In 2007, HMCS and the Tnbunal Service decided
they wanted a more consistent secunty presence,
with an exclusive manned guarding provider across
all ther stes The key requirement for the courts

was to have a dedicated, motivated and specially
traned team, with the ability to deal with a broad
range of responsibiiies and cope In any eventuahly

Key successes

MITIE hass succeeded in providing an excellent
service with a feam of more than 1,400 officers
at all 425 county, magistrates and nbunal courts
across England and Wales

Our approach has resulted in one of the lowest
turnover rates of secunty officers in cur ndustry

We pay close attention to looking after our people,
supplying consistent uniforms across the board and
providing high qualty franng delivered ot our own
bespoke academy

it's important to both the courts and to MITIE

to maintain ths leve! of excellence and keep

our people motivated The results have been

a cost-effective and efficient guarding service

for staff, junes and vistors delivered by @ mofivated
secunty team from a provider with 15 years'’
expenence n dealing with the demanding

court environment
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Services provided: cleaning, landscaping
and pest control.

Overview

Our relationship with HBOS started in 1998

when MITE was awarded contracts for major
employment sites in Aylesbury, London, Scotiand
and Brmingham as well as the post roomin

Bnstol Today, MITIE cleans over 1,000 hugh street
branches around the country and more than

130 HBOS offices too, employing over 2,000 pecple
overseen by an Account Director with therr own
management team As a national accounts
contract it has direct access to our own 24hr call
cenfre based in Brstol, allowing for instant remedies
of cleaning reguirements

Key successes

The high street retail network was mobilised in
record fime — nearly 1,000 of the branches were
made ready In just over six weeks We have also
developed our own qually auditing system
that uses the latest technology Each Account
Manager completes ther monthly audit using

a handheld device Once the audit has been
completed, the reakhme information sits on

a secure website alongside other essential
management informahion which can be
accessed by all authonsed stakehoiders

This 1s used extensively on each HBOS site

We have also worked hard with HBOS to develop
an automated computer systerm which plays an
important part in guaranteeing service delivery
comphance across the confract In additon,

the system has the ability to address the issue of
MITIE's people who work on their own, often dunng
unsociable hours, allowing us fo be sure of ther
whereabouts for heatth and safety reasons Ths
system 15 unique and offers a real differentiation

in the marketplace



| am delighted o announce that
2008 has been another year of
sirong growth for MITIE This year
was our 20" year of revenue and
profits growth

Throughout the last year we have
continued to forge new relationships
and build on long term partnerships
with our clients and are delghted to
welcome thousands of new pecple
to MITIE

We are now well posifioned for
the next stage in our development
with an excellent management
team and a well developed
strategy In place targehng our
three markets of facilies, property
and engineenng services

Results

MITIE has had ancther excellent year,
with 14 5% growth i our revenue

to £1,407 2m (2007 £1,228 8m}
Operatng profit before amorhsation
rose by 20 5% to £72 2m (2007

£59 9m) with profit before tax
increasing by 20 0% to £67 9r (2007
£56 ém) Adjusted earmings per share
grew by 21 1% to 14 9p per share
{2007 12 3p per share) Undertying
operafing profit margins were
maintaned within our target range
of 5-6% at 5 1% (2007 5 1%} whilst
reported operating profit margins
ncreased from 4 9% fo 5 1%

Dividend

The Board 15 recommending Q

final dividend of 3 2p per Ordinary
share making a fotal of 6 Op per
share for the year, a 17 6% increase
on 2007 This increase 15 1IN ine with
our dmdend policy to maintain
drvidends in ine with undertying
earnings growth at a cover raho
of 2 5 times adjusted earnings

The dividend will be paid on
4 August 2008 to shareholders
on the regrster at 4 July 2008
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Penslons

The Group coninbutes to arange
of defined benefit and defined
coninbution pension schemes | am
pleased fo report that the surplus
within the defined benefit schemes
has continued this year with a net
surplus of £7 5m {2007 £0 5m)

Board changes

This will be my last year as Non
Executive Charman of MITIE as !

will retire at the Company's Annual
General Meeting (AGM) on 31 July
2008 1 have thoroughly enjoyed the
last s years with MITIE | will leave the
Company in a very sfrong financial
posiion and with excellent prospects
to succeed n the future under the
stewardship of Roger Matthews, who
wil be appanfed as NonEtxecutive
Charman at the close of the AGM
Roger has been a Non Executive
Drrector since December 2006 and
bnngs with him a wide range of skills
and expenence from his previous
positions as Group Finance Drector of
J Sarsbury plc and Group Managing
Drrector and Group Finance Drrector
of Compass Group PLC

Cullum McAlpine, who has been

a Non Executive Director of MITIE
since Apnl 2003 and 1s Charman of
the Audit Committee and Senior
Independent Non Executive Director,
will also retire from the Board at

the Company's AGM 1would ke

to thank Cullum for his support to
MITIE and the Board over the past
five years

The following Board changes wall
also take effect from 31 July 2008
Dawid tenkins will be appointed as
Senior Independent Non Executive
Director and Charman of the Audit
Committee Roger Matthews wiil
assume the charmanship of the
Nomination Committee

The recrutment of a new Non-
Execuhve Dirrector will commence
dunng the year

Corporate governance

We are committed to mantaning
hugh standards of corporate
governance The Board recognises
that MITIE s expected o act to the
highest standards of responsibility at
all tmes and we therefore have in
place a set of governance structures
and practices designed to ensure
that MITIE 15 run responsibly In the
best interests of all its stakeholders

Outlook

In this my last year as Chairman

of MITIE, | would lke to wish the
management team every success
for the future We enter the new
financial year with our business
cligned to meet the needs of our
ever changing markefs Current
economic conditions are requinng
businesses to re-evaluate ther cost
base and to focus rescurce and
attention on reducing nsk and
uncertainty in volatle markets This
provides us with opportunities as
organisations seek fo reduce costs
through outfsourcing

We are confident that we are well
posthoned to conhnue our strategy
of delvenng stakeholder value by
focusing on sustainable, profitable
growth through 2008 and beyond

David C Ord
Charman



“MITIE s well
positioned to
continue s

history of
strong growth.”
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Chief
Executive’s
review

At the end of my first full year as
Chief Execuhve, | am delighted

that we have continved our record
of double digit growth, increasing
revenue by 14 5% in the year Our
operating profit before amorhisation
has increased by 20 5% and all three
of our divisions have performed well,
enabling us to maintain our overall
vnderlying operafing profit margins
within our target range ai 5 1%.

In order to deliver value to our
stakeholders by delivenng future
sustainable growth, we have spent
the year ensunng that we are well
placed to meet the needs of our
ever changing markets

We have ahiigned our Faciles
Services division to focus on growth
in the FM and muth service markets
Wwith the formation of our new

FM business, we are now able to
compete for the larger FM contracts
The business now provides us with

a vehicle that has been created

to really understand our chents’ FM
needs and show how we can match
therm with MITIE's capabilibes

Our Property Services division has
been reorganised 1o align our
specialst skils to the market place
inwhich we operate We are
intent on making each area of our
business & truly nafional offenng,
focusing on roofing, minor repairs
and redecoration, intenor fit out,
plumbing and heating, social
housing and fire protection

Our Engineenng Services division has
also been focusing on aligning the
structure of the division with its three
main markets energy, fechnology
and infrastructure, and bulding
services In the energy markets, we
ofter a full energy management
consultancy for our clients, reducing
therr carbon footpnnts through
renewable technologies and use of
efficient matenals The technology
and infrastructure markets
concenirate on providing informahon
communications fechnology services
(ICT} as well as power generation and
cooling solutions for data centres The
buiding services market 15 the more
traditional mechanical and electncal
contrachng arm of the business

We have had an excellent year and
have dekvered record results Our
business 1s focused on growth through
its strength in infegrated faciities,
property and engineenng services
We are confident n our abillity to
make progress in this economic
chmate and there are posihive trading
condihions across all three divisions
We have arecord arder book

and are well posifioned to deliver
sustanable, profitable growth

¢ have realigned
ur divisions to
meet the needs

Order book

Qur forward order book has grown
to £4 4bn (2007 £4 1bn) 82% of this
order book 15 within our Facilihes
Services division, 11% within Property
Services and 7% in Engineenng
Services This year, we have secured
78% of our budgeted revenue for
the year ending 31 March 2009
compared to 75% at the same
point last year

Acquisitions

We continue fo seek to acqurre
businesses that complement or fit
withim our existing company and in
2008 made three acgusitions In Apnl
2007, we acqguired Jabez Holdings
Limited, the holding company of the
Robert Prethie plumibing business

In March 2008, we completed

the acquisiions of both Catenng
Parinership Holdings Limited and
DW Tiley Lmited

All three acquisiions complement
our existng activiies

* Robert Prethe 15 a Nottingham
based business that works in
partnershie with local authonties,
councils, developers and
registered social landlords on
kitchen and bathroom installations,
heating replacement, gas
servicing, maintenance and
call-out services This acquisition
has added significantly to the
capabilies of our Property Services
division in the housing sector and
has complemented the existing
regional operations,

of our markets.”
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Chief Executive’s review
conunued

« Catenng Partnership Holdings
umited 1s a Midlands based
catenng company The company
complements the geographical
coverage of cur exssting
operations, and

* DW Tiley Lmited 1s a nahional
roofing contractor, based In
the North East of England The
company complements our
exsting Property Services division
and provides us with a natienal
roofing capability

Equity incentivisation

We continue to start new businesses
and support first generahon equity
start ups within MITIE In October
2007 we started MITIE Client Services
Limited This business operates
within the Faciihes Services dvision
and will provide clients with high
guality, cent facing support services
including reception, switchboard,
helpdesk and events management

As part of the development of

our equity ncentivisahion model,
we have ntroduced a second
generafion equiy scheme into
some of our established businesses
to provide an equity opportunity
for the new management teams
within those businesses whereby
management share the nsks and
rewards of ownership

Second generation schemes have
been set up 1n our Property Services
dmision and also in the Cleaning,
Landscaping and Secunty businesses

Our business 1s structured to face the needs
of our cument and fuiure markets

22 MITIE Group PLC Annual Report and Accounts 2008

within our Facilifies Services division
The second generation scheme In
our Secunty business was infroduced
on 4 October 2007 following
shareholder approval at an EGM
The infroduchon of this scheme

s important for the successful
development and consolidation
of our Secunty business which has
grown rapidly, particularly over the
last fwo years

Our Long Term Incentive Plan {LTIP)
scheme was also introduced in July
2007 following shareholder approval
at the AGM EPS growth targets
over three years form the basis of
the performance cntena for the

LTIP, with shares being offered to
nurmber of key senicr management
This scheme ensures that we have
market leacing reward mechanisms
to attract the best management

in our sector o MITIE

Market development

Our markets have always been
demanding and will conhnue fo
be so Uncertainty in the general
economy creates opportunity for
MITIE as customers seek nnovahon
and fresh thinking from therr service
providers Our relatively low market
share, range of services and
integrated delivery makes us

an aftractive partner

One way that customers are saving
money and increasing efficiency

s through entarging the scope of
faciihes confracts The move towards
larger multrservice and FM contracts
provides us with opportunity due to
our unnvalled range of services and
wedalth of knowledge

The workplace environment 1s more
demancing than ever for our clients
Issues such as waste and recycling.,
energy management, carbon
footpnnt and through life cost asset
management all demand forward
thinking and integration into therr
strategic planning

MITIE 15 welt positioned to take
advantage of these current
markets and has the capability

to provide integrated services
through o measured and thought
out approach We can assist

our clients by using the expertise
developed within our business in
these increasingly complex areas,
providing the thought needed to
develop integrated solutions that
understand the unigue needs of
each and every clent

In our engineenng markets, we are
finding that chents are mcrecsingly
looking to award confracison o
framework basis The long term
visibility provided by a framework
approach to workload allocation
and the continued aggregation
of the procurement philosophy

of both public and pnvate sector
customers conhinues to work fo
MITIE's benefit We are well placed
to take advantage of thus shift in
work type due to our substantal
knowledge of key sectors, our
nohonal capabilty and our expertise
of renewable technologies

The engineenng sector 5 also
responding to new legslation, in
particular the regqurrement of energy
certificates for all buldings that

are constructed, soid, rented or
occupled The cerfficates will show



how energy efficient a bulding 1s
and how much CO, it emits Into the
atmosphere Responsible contractors
within this sector are providing the
experhse and innovation fo deal
with this new requirement MITIE has
invested heaviy in resources and

1s achvely involved in the design

and applicaton of more efficient
forms of energy generahon and
distnbution to the bult environment
This commitment and investment
ensures that our Engineenng Services
division 5 at the forefront when it
comes to advising clients and the
supply chain on planning regulations
and requirements

Our Property Services division
continues to operate In diverse
markets The acguisihon of Robert
Prethe provides us with the technical
abiity and expertse to create a
service amed at the wider housing
market We believe this new
offenng will prove attractive to the
sector and provide us with future,
sustainable organic growth The
social housing market continues to
afford us opportunifies to Increase
our presence in this sector

international services

MITIE &5 the UK's market leader in
providing facilihies, property and
engineenng services As our markets
are very fragmented, we still only
have a relatvely small market

share n the UK Our pnmary focus
remamns on growing our UK business
Nevertheless, we do have the
capabilty to deliver confracts outside
the UK when asked to do 5o by our
increasingly global client base

Rewarding our stars

Wwe have launched a new employee
awards scheme across MITIE In order

to give something back inreturn for all
therr energy and commitment It's called
the MIME Stars awards scheme and

will make sure that the most Important
part of our business Is recognised and
rewarded — our people The overall
winner will take home more than £25,000
worth in przes from a foial pnze fund of
more than £100,000

Corporate responsibility (CR)
For us, CR 15 about behaviour and
atttude We am to ensure that our
CR programme nvolves every areq
of our business CR 15 undoubtedly

a differentiator for us, and has

been cited as the deciding factor
for some chents when awarding

us contracts CR issues, such as
reducing the carbon footpnnt of
buldings. create opportunities for us
as we have substantial expenence in
renewable energy technology and
energy consulfancy

This year we will publish our third CR
Report The Report covers our CR
programme in detal and expands
upon the summary of our CR
performance that 1s 1n this Annual
Report and Accounts We are proud
of this year's achieverments including
gaining a siver award sconng 81 5%
In Business In the Community’s
Corporate Responsibiity Index (2007
bronze award with 70 0%) and
featunng n the Top 100 'Companies
that Count’ for the second year

in arow The index s a voluntary,

self assessment survey, providing

an annuol benchmark of how
companies manage, measure and
report ther corporate responsipdity

Our greatest asset is our people
We contnue to see our people as
being our greatest and most valued
asset Without ther commitment
and hard work, MITIE would not be
successful, so | would like to thank
personally all of our people for ther
efforts over the last 12 months

We have atways recognised and
promoted success within MITIE and
this year have launched a new
recognron scheme called MITIE
Stars The new scheme will be a
key tool In recognising excellence
within MITIE, helping us to dnve
performance improvement and
support the need for consistency
across the organisation

tn MITIE, our success has been built
on the strength of our teams It

15 unusual for us fo single out the
contnbution of one individual, but on
this occasion twould like to extend
my personal thanks and those of the
Board to David Crd, who will step
down as Non Executive Charrman
of MITIE following our AGM In July
2008 Dawid has been instrumentatin
supporing the development of the
Group since his aoppointment and

I wish him every success In the future

Ruby McGregor Smith
Chief Execuhve

L
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CaW'’s systems
work smoothly

Cable & Wirelass

In July 2007 we were awarded the
confract to mantan the mechanical
and elecineal nfrastructure for 725 Cable
& Wireless sites across the UK The high
technical and performance requirements
of the confract sees almost 80 dedicated
MITIE people working to make sure

Cable & Wireless' systerns run smoothly
Qur soluhon offers a dedicated mobile
mantenance team, supported by flexible
back up engineers from our regional
service cenfres This has combined
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with our 24/7 inteligent helpdesk at

our Tamworth service centre offenng
techrical engineer supporf and response
services to Increase the response tmes
and adherence to KPls MITIE has
expanded its relahonship to provide a
facihes management service delivenng
cleaning office services, helpdesk and
other ancillary services to their UK and
Ireland Estate, including therr Bracknell HQ
and other locations around the country



Operating
review
Facilities
services

Owr Facilities Services division
combines the operating aclivites

of our broad range of FM services.
The division has had a good year
with new contract awards across the
division increasing revenue by 12 1%
o £820 4m (2007 £732.1m) and
operahng profit growing by 17 8%

to £48 9m (2007 £41 5m) Reported
operating profit margins increased
by 0 3% to & 0% (2007 5 7%) whist
underying operating profit margins
were maintained at é 0% (2007

4 0%) Our medium term farget
range for this divislon 1s 6 0% to 7 0%.

2008 2007 Increase
£m £m %

Revenue 8204 7321 121

Operaling
profit before
amortisation 487 4S5 178

Reported

operating profit

margin before

amortisation 60% 57% 03pps

Underlying

operating profit

margin before

amortisation L0% 40% -

Within Facihes Services this year, we
have had a focus on consolidation
which will allow our businesses fo
work fogether more easlly and assist
them in delivenng effective muih
service and FM contracts going
forward We now recognise five
business Iines as follows Cleaning
and Environmenital Services which
encompasses the cleaning,
landscaping and pest control
businesses with revenues this year of
£249 6m (2007 £236 9m), Faciihes
Management which compnses the
Managed Services, Business Services
and PFl businesses which had
revenues of £136 4m {2007 £1240mj,
Secunty with revenue of £257 4m
{2007 £241 8m). Engneenng
Maintenance with revenue of
£1352m (2007 £109 7m) and
Catenng with revenue of £21 8m
(2007 £197m)

We set out below arange of
contract awards

Within the government sector, we
have been awarded a five-year
contract to provide an FM solution
for The Office for National Stahshcs
delivenng project management
services as well as a full solution to
provide faciihies services for ther
UK estate

We have also recently been
awarded a large contract with the
Atomic Weapons Establishment to
provide secunty services, where our
team will be under the operational
and tactical control of the MoD
Police to manage access and
egress at ther Aldermaston and
Burghfield sites

Our nahonal contract with Her
Majesty’s Courls Service to provide
secunty services confinues fo
expand, with addifional revenue
secured In the last financial year
This enlarged contfract is the largest
single manned guarding confract
In the UK secunty industry

Qur focus on the educdtion sector
has enabled us to win several
new cleaning confracts with
Carnege College n Fife, and
both Stevenson Ceollege and the
new Queen Margaret Uriversity
Campus in Edinburgh

We have secured a key rale in Perth
and Kinross Council's Investment in
Learning project - a public pnvate
partnership agreement between
Perth and Kinross Council and Axiom
Education (Perth and Kinross} Limited
to bulld five new pnmary schools
and four secondary schools on six
campus style sites We have been
apponted as the FM partner o
deliver a comprehensive FM service
for a 30-year penod

Our contract awards in the financial
and professional services sector
include a maor new confract with
Barclays to provide cleaning, secunty
and waste management services at
more than 50 of therr main buildings
around the country

We have extended our exssting
confract with Wills to deliver facilihies
services to the new Willis Tower
bullding n the City, which Willis
rmoved into in February 2008 MITIE
will deliver all the cleaning and
secunty services on this site, which

15 330,000 sq ft in wze with 2,000
occupants, from spning 2008

integrated
solutions.”
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Facthiies Services
contmuet

MITIE has also recently been
awarded a contract with Newedge,
a company formed by the
amalgamation of the brokerage
businesses of Calyon and Societé
Génerale The new confract 1s

for MITIE to deliver a muth service
package of mail and couner
services, as well as front of house
services, hospitality and cafe frolley
services for ther 750 staff

In addion to the condract with
HBOS to provide the cleaning.
landscaping and pest control to ther
high street branches around the UK,
which started in February 2007, we
have now extended our contract
to provide these services to a further
130 of ther mayjor office sites around
the country The confract has
doubled In vaiue and now Involves
over 2,000 MITIE people

Contract types within
Facilties Services (7)

“Facilities
Services ha
Seen Increa

Another valued contract award

for MITIE wass with the top five
international law firm, Linklaters
Having been a client snce May
2001 and having already renewed
once In 2004, we are very pleased
that the contract was extended

for a third penod In a recent tender
exercise MITE provides 38 people
delvenng mail and archiving
services in London and Colchester
We also provide several technology
salutions on site Our document
management business was recently
awarded an exciting new five-
year confract with Herbert Smith,
delivenng mailroom, stationery,
reprographics and records
management services to ther
offices in London

In the manufactunng and logistics
sector, MITIE has been awarded

a specialst health and hygiene
contract to clean the Fox's biscuits
site, part of Northern Foods

Working in the property
management sector, we have been
awarded a major confract with

NB Entrust to deliver cleaning, pest
coniral and landscaping fo 150 sites
In the south east as well as delivenng
the same services along with secunty
and engineenng mantenance fo a
further 70 sites in the south west

within the retail sector, we have
been awarded work at more
Somerfield stores to add to our
cleaning contract in the south east

In the ransport sector, we have
secured a prestigious three year
contract to delver FM consultancy
services fo Duba World Central
(DWC) DWC 1s one of the most
strategically important commercial
infrastructure developmeants ever

launched in the Persian Gulf

DWC. a 140km? urban aviation
project centred on the world's
largest international aiport, ams to
transform the region into one of the
most powerful global centres for
logtstics, tounsm and commerce

Another great award 15 with $t
Pancras Infemational, a flagship
contract for our speciahst fransport
team which includes cleaning and
pest control

In Mary 2007, MITIE's specialist
fransport secunty feam was
re-awarded a three year
contract for the provision of hold
baggoge screening serices for
all fights depariing from Bristol
International Arport

MITIE has also been awarded a
contract with BAA at Heathrow
Terminal 5, providing clearing and
waste management for one of the
largest single sites in Europe

In the utilihes sector, we have

been awarded confracts with

EDF Energy fo clean two power
stahons 1n Lincolnshire as well

as a new conifract with Bahsh
Nuclear Group involving over

55 MITIE people, providing mail,
graphics, reprographics, document
produchon, fleet techrical support
and signage services

In addition fo the work secured
eatlier In the year with Cable &
Wireless to deliver engineenng
mantenance services throughout
725 of ther sites in the UK and
Ireland, MITIE has expanded its
relahonship fo provide an FM service,
delivenng cleaning. office services,
helpdesk and other ancillary services
to ther UK and Ireland estate,
including therr Bracknell HQ

opportunities.”
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St Pancrasis
aflagship award
forusinthe
transport sector

St Pancras

in Septernber 2007, MITIE was awarded
ihe cleaning waste management and
pest control confract fo look after 5t
Pancras International and Ebbsfleet
Interational The contract Incorporates
the Eurostar platforms and departure,
amval and secunty areas
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Our social
housing work
makes areal
difference

Dacomnum Borough Council

The tenants of Dacorum Borough MITIE now provides all of the reparrs
Council's Housing Service are recemng and maintenance to the Council's
anew and mproved reparrs service fo 11,000 homes in Hemel Hempstead,
help mamntain ther homes, thanks to Berkhamsted Tnng and the

a new, five-year contract with MITIE surrounding villages
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Property
services

Our Property Services division

has had a very successful year
with good performance in all of

its services hnes, with parhcularly
pleasing results from Robert Prethe,
the hedting and plumbing business
that was acguired in April 2007.
Property Services has increased
revenue by 32 8% to £285 7m
(2007 £215 1m) refleciing orgamc
growth of 10 0% and revenue

of £49 1m from Robert Prethe.
Operating profit grew by 41 5%

o £15 0m (2007 £10 ém)and
operating margins by 0 4% to

53% (2007 4 9%) Our medium term
target range for this division is 4 5%
to 5 0%.

2008 2007 Increase
£fm Em e

Revenue 2857 2151 328
Operating
profit before
amortisation 150 1046 415
Operating profit
margin before
amortisation 53% 49% 04pps

We have included some of the
contract awards that have
contnbuted to these successful
results below

In the govemment sector, we

have been awarded a four year
contract with Suffolk County Councll
to provide panting, repairs and
redecoration of public buldings
Coniracts awarded in the education
sector include a five year repar
and mantenance contract with
Sanctuary Management Services

at Queen Margaret University In
Edinburgh and a confract with the
Universty of Westminster to refurtoish
an educahon block Using our
specialist environmental knowiedge,
we are also instaling underfloor
heating and solar hot water at a
new build school in Sheffield for
Tlen Electncs

We have been awarded several
new contracts within the financial
and professional services sector
including a confract with a leading
investmeni bank situated within the
City of London to fit out 25,000 sq ft
of office space for them at PiInners
Hall in London and a contfract for
Bank of Ireland to fit-out its prestigious
new headquarters af Bow Bells
House, located in EC4

In manufacturing and logishcs, we
have been owarded o five-year
contract with Royal Mail to provide
responsive mantenance o ther
post offices and delivery offices
throughout Scotland as wel as @
25-week contract to replace the
roof of Siemens’ man manufactunng
plant i Cheshire

within the property management
and construchon sectors, we have
won a further refurbishment contract
with Frank Haslam Milan in Derbyshire
where we will be plastenng sheltered
accommodation for landlord
Housing 21 Taylor Wimpey has also
awarded us a contract to install
heating and plumting in over 500
homes across the West Midlkands

Other work mcludes a confract with
Bramall Construchon to provide
kitchen, bathroom and heating
refurbishment in nearly 500 properties
In Sheffield, as well as a contract wath
Wildgoose Construction Limited in
Sheffield for the installation of solar
powered hot water in 47 ecological
homes We have been awarded g
contract to provide plumbing and
heating installatiens In nearly 500
homes for Belway Homes in North
Nottinghamshire as part of a five-
year regenerahon project

We have secured severadl
refurbishment confracts wath
property companies including a
44-week refurbshment of office
space for Helical Bar pic n London
as well as ¢ contract fo refurbish
Bruntwood's office space in Bootle

We have had a good year n the
social housing sector. secunng

a new five year contract with
Dacorum Borough Council to
provide dll of the reparrs and
maintenance to the Council’s
11,000 homes in Heme! Hempstead,
Berkhamsted, Tnng and the
surounding villages In Scotland, we
have secured a three year contract
with Hilhead Housing Association
and Perthshire Housing Association
to provide repairs and maintenance
sernces We have dlso provided
Hyde Housing Association with
internal and external decoration

to over 300 of ther properties

We have secured work compnsing
two ten month contracts for Hagship
Housing Group in Newmarket to
provide intemal refuroishment

and redecoration

In addition to these great contract
awards, our specialist teams will

be spending five years panting
and redecorating all 2,400 of Trust
Housing Association's homes across
the country and also working for
Fife Housing Association on G one-
year internal and external planned
manfenance contract

Withun the fransport sector, we
have secured a further five-month
contract for passive fire protection
at Heathrow Terminal 5 and in the
utilifies sector we are camying out
a four year confract with BT 1o
upgrade telephone exchanges

in the North and South of England
and in Scofland
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Engineering
services

We have seen steady growth m our
Engineenng $ervices division as the
business transitions to a lower risk
work mix. Confract awards have
increased revenues in the division
by & 9% to £301 tm {2007 £281 ém)
with operating profit also increasing
by & 4% to £8 3m (2007. £7 8m).
Operating margins were maintained
at 2 8% (2007, 2 8%) Our medium
term target range for this division 15
30%to 40%.

2008 2007 Increase
£m £m Y

Revenue 3011 2814 69
Operating
profit before
amortisation 83 78 64
Operating profit
margin before
amortisation 28% 28% -
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Our engineenng team’s fradtonal
work 1s evolving to meet the
changing requirements of our
customer base New government
legislahion promotes on site

energy generahen in new buld
developments and reduchon in
carbon emissions through the use of
green fechnologies Our new energy
offenng in these areas makes us an
even more attrachve partner in the
marketploce This is reflected in some
of our latest contract awards

In the government sector, we

have been awarded a confract
with the National Assembly for
Wales' regional headguarters in
Aberystwyth Work has started on
the project, with staff set fo occupy
the bulding in spang 2009 The
contract 15 for mechanical and
elecincal works, and includes many
environmentatly fnendly features
such as a biormass boller, ammonia
chillers, rainwater harvesting.
natural ventilahon and controls,
solar panels, quietrevolution wind
turbine, cooling pond and mteligent
ighting The am will be fo achieve
a Bullding Research Estabhlshment
Environmental Assessment Method
{BREEAM} rafing of Excellent

As part of our work In the educahon
sector, we have been awarded
some great new contracts, Including
o design and build contract for
Uriversity Campus Suffolk The

new buld campus development In
ipswich sees us Infegrated straight
into the project team to deveiop
the platform design and ensure the
client’s vision s fully realsed Works
include ar cooled chiller plant wath
heat recovery, chiled beams and a
sophisticated ighting control system
harvesting sunight on baght days
The building alse features a sedum or
“iving’ roof, which provides a really
natural feel to the campus

MITIE conhnues to bulld on 1is strong
relahonship with the University of
Bnstol with the award of a combined
heat and power (CHP) and waste
heat recovery project af the
University's Langford vetennary
campus The project ncludes both
the suppty and installation of a
containensed CHP unit with 380kW
electncal and 500kW heat output, as
well as the provision of infrastructure
works af the University The
proposed development will create
over £50m of educational and
research facihes, and laboratones
for the Biological Sciences and
Mathematics departments

We have been awarded the
contract on the new buid Melksham
Oak Community School in Witishire
to provide the mechanical ond
elecincal engineenng The scheol 15
part of the Bullding Schoals for the

Future 'Pathfinder’ programme
MITIE's design concepts for the
school Include good qudlity iInternal
environment, simple, user fnendly
systems, low energy and capital
costs mnimising CO; ermissions while
applying value engneenng where
possible It will feature energy efficient
heating and lighting fogether with
ranwater harvesting and right tme
coolng There will also be a tocus
on providing a natural environment
for learning centred on a natural
ventiation strategy

We have continued to build on

our relatonship with Standard

Life Investments in the financial

and professional services sector,
offenng an infegrated approach

to provide the engineenng fit

out and mantenance This has
resulted in us secunng three

new bulld projects with them in
Guildford, Ealng and London

The Woodbndge Road project n
Guildford sees us utilse gec-thermal
energy. generating 137mwh of
renewable energy for the bulding
Our commitrment to parinenng and
substantial knowledge of renewable
technologies was instrumental In
secunng fhis contract

We have secured further
infrastructure works at Great
Crmond Street Hospital in the
heatthcare sector, following our
excellent performance as prncipal
contractor on the inifial project
that was completed in October
2007 The hospital's redevelopment
programme continues through o
2012 and our strong relationstup with
the hospital and therr team means
we are well placed for future works

In the leisure sector, we have
continued our relationship with

the world famous The Langham
Hotel, London, by recently secunng
fwo major projects Running
concurently, these are the

public area works, which consist

of a complete mechanical and
elecincal refurbishment in all public
areas, Including the main entrance
and funchon rooms The other
project s the guest room fit out

of 161 rooms, which will be taking
place in the occupied hotel over
the next year

In the property management sector,
our recent award at Easter Park,
Aldermaston allows us to exploif our
in depth knowledge of geothermal
technology. satisfying the client's
objechve to create ‘green’ office
space for this new build business
park development near Reading
The contract ncludes the design,
build and installation of closed loop
borefields and a ground source heat
pump system



Other recent confracts include

salt Quay House, a new office
development at Sutfon Harbour,
Plymouth, which meets the latest
environmental standards and
ncludes energy saving infatives,
such as ar-condiioning using latest
generahon heat recovery pumps
with thermal wheel ar handling
units to maxmise free cooling

Our work in the science and
technology sectar has grown by
secunng a major infrastructure
upgrade project In May 2007 with
one of the word's largest providers
of data centre spoce The project.
located in London's Dockiands
area, 1S now our largest engineenng
contract and consists of the
construction of two new power
stahons, upgrade of an existing
power station and the increase in
the cooling capacity to the data
centre floors

The completion and integration

of the MITIE project works info the
exsting data centre infrasiructure wil
provide the client with an increased
capacity ond increased reslience
to the bulding This will enable
addifional space to be sold on the
floors and will underpin the curent
and future service level agreements

We have also formed an exciting
partnership with the wind furbine
design company, quietrevoluhon, to
install and integrate its wind turbines
across the UK MITIE has iIncorporated
the use of these furbines as an
essential component within many of
our low carbon schemes, Including
the Nahonal Assembly for Wales,
and this product forms an integral
part of Engineenng Services' new
microgeneration energy offenng

According to an Energy Saving Trust
report, it 15 eshmated that small scale
wind generahon, together with other
forms of microgenerahon, could
provide 30-40% of the UK's electncity
needs by 2050

Another notable contract award
15 our appointment onto the
framework contract for Diamond
Light Source at its new scienhfic
faciity m Oxfordshire The confract,
nhally for three years, will see
Engineenng Services acting

as pnncipal confractor for the
installation of beamling cabins
including mechanical, electneal
and specialist services

Standard Lfe Investments

Standard Life Investments has partnered
with MITIE to buld a new state-of the-art
office complex in Guidford Our energy
experts have proposed an energy solution
based upan the use of geothermal
energy osiis heat source MITIE will also

be camying out the intenor fit-out of

the building and the mechanical and
electncal mantenance
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Our financial resulis for the year
reflect continuing growih across

all of our three divisions with an
improved reported margin, helping
to delver sirong growth in profits
Our sirategy of making acquisitions
which complement and strengthen
the exisfing service offenngs
confinues, with three acquisihons
made during the year

Key performance indicators
(KPls)

Our financal KPls of profit margins
before the amorhsation of
intangibles, interest and tax (EBITA)
ond profit to cash conversion
levels are important indicators of
the trading performance of the
Group We are satisfied that the
levels of performance in these
measures across the Group are
consistent with our medium term
targets Furthermore, our shategy
of operahng low capital ntensive
businasses continues and capital
expendiure levels are being
managed within the target range
of less than 2% of revenue

Our results support the continued
growth in dvidends Our dvidend

15 based on post tax earmings
afinbutable to Ordinary shareholders
adjusted to exclude non-cash

tems associated with acquisthons
(amorhsafion and imputed finance
charges) and matenal non-recumng
items such as infegration costs This
ensures that dvidend payments to
shareholders track the undetlying
operating earmings of our business
This has resulted in o dividend for

the full yeor of & Op per share (2007
51p), anincrease of 17 6% for the
year This reflects o dvidend cover of
2 5 times based on our adjusted EPS
measure Our final dividend for the
yvear ended 31 March 2008 wilt be
paid on 4 August 2008

Growth inrevenue

The year to 31 March 2008 has

seen growth across all three of

our divisions and our revenue has
increased by 14 5% to £1,407 2m
{2007 £1,228 8m) We have
achieved arganic growth across the
business of 10 4% (2007 17 4%) The
acqguisition of Robert Prethe, which

was completed on 2 April 2007, has
brought a further £49 1m of revenues
to the Group

Revenue in our Faciimes Services
division grew organically by 12 1%
to £820 4m (2007 £732 1m} In
Property Services, revenue grew by
32 8% to £2857m [2007 £215 1m)
reflechng organic growth of 10 0%
and revenue of £49 1m from Robert
Prethe in Engineenng Services,
controlled organic growth ncreased
revenue by 6 9% to £301 1m (2007
£281 ém) refleching the conhnued
focus on sustainable growth

Profitability

Operating profit before amortisation
of mtangrbles (EBITA} rose fo £72 2m
(2007 £59 $m) Thus includes a
charge for share based payments
of £1 5m {2007 £1 1m) which
reflects the accounting charges

in respect of our Save As You Earn,
Executive Share Ophon and Long
Term Incentive Plan schemes

The increase in the share based
payment charge reflects the
introducton of the LTIP in July 2007
following shareholder approval at
the AGM

Reparted EBITA profit margin
increased to 5 1% (2007 4 9%)
Underying margins were mantaned
at 5 1% [2007 51%) The reported
operahng profit margins within
Facimes Services were 6 0% (2007

5 7%) whilst underlying profit margins
{before matenal infegration costs

1n 2007) remained at 6 0% In
Property Services, margins increased
to 5 3% (2007 4 9%} reflecting the
change in the mix of work following
the Robert Prethe acquisition
Engineenng Services’ margins remain
consistent with the pnor year at 2 8%
{2007 28%)

“Strong halance

sheet and anet
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Financial review
continued

The charge inrespect of the
amorhsation of ntangtble assets
ansing on acquisiions was £1 Ym
(2007 £1 ém) The Increase Is
largely due to the amorhisation of
the infangible assets recogrised
following the Robert Prethie
acquisition Operating profit after
the amortisation of intfangibles
was £70 3m {2007 £58 3m)

Investment and finance costs for
the year were £2 4m (2007 £1 7m}
reflecting the increased level of net
debt across the Group and the
non-cosh finance charge of

£08m {2007 £nid) relafing to the
unwinding of the discount on
deferred contingent consideration
inrespect of the purchase of Robert
Prethe at the beginning of the

year The Group dlso setfled in cash
the defered considerafion which
had previcusly been held astoan
notes amounhing to £8 Om on two
prior acquisiions as defaled in the
acqurshons sechon below

The tax charge for the year was
£20 6m (2007 £17 4m), represenhing
an effechve rate of tax on our profit
on continuing operations of 30 3%
{2007 307%)

These results generated a profit
after tax for the year of £47 3m
(2007 £39 2m), an increase of 207%
on the proryear Of this, £45 0m

or 95 1% (2007 £37 Om, 94 4%) 15

attnbutable to the shareholders
of MITIE Group PLC

Growth in earnings per share
{EPS)

Basic EPS befare other items
increased by 21 1% to 14 9p per share
{2007 12 3p per share) Basic EPS
before amorhsation rose by 19 5%

to 14 7p per share (2007 12 3p per
share) Basic EPS increased to 14 3p
per share (2007 11 9p per share), an
ncrease of 20 2% Fully diuted EPS
increased by 19 5% to 14 ip per share
{2007 11 8p per share)

We have intentionally changed the
format of our published consolidated
income statement to disclose the
impact of non-cash items relahng

to acquistions —~ amortisation and
unwinding of discount on deferred
confingent considerahion In
keeping with the MITIE ethos, we
am fo structure acguistions which
encourage business performance
through defered contingent
consideration This s discounted In
the balance sheet and unwinds
through finance costsin the
consolidated ncome statement
The amount ncluded this year was
£08m {2007 £nil) and has mpacied
headlne EPS disclosure this year

Acquisitions

In April 2007, we acquired

the plumibing and heating
company Robert Prefhie The inthal
consideration was £8 6m, of which
£7 Omwas in cash and £1 émn
loan notes A total of £0 8m of
cash has been retained aganst

potenhal waranty claims Debt of
£3 7m was assumed by MITIE on the
acqusiion Deferred consideration
on the acquisdion up to a moxaimum
£22 8m s payable in a combinahon
of loan notes and cash based on
performance over a three-year
penod The deferred considerahon
can be tnggered between 2010 and
2012 The far value of the deferred
consideration on the acquisiion of
£15 3m 15 Included within provisions ik
the consolidated balance sheet

In March 2008, MITIE completed the
acquistion of the entire ssued share
capttal of both Catenng Partnership
Holdings Limited and DW Tilley Limited

The fair value of the total expected
consideration payable for Catenng
Parinersnip Holdings Lirmited 15

£7 5m with inihal consideration of
£6 6m paid in cash on completion
Deferred consideration of up

o £2 3m, payable In cash, 15
dependent on the future financial
performance of the acqurred
business and 15 included within
provisions In the consolidated
balance sheet

The fair value of the total
consideration expected to be
paid for DW Tilley Limited s £14 7m
Inhal consideration of £7 Sm for
the equity of the company and
£3 6m for the cash balances N

the company was paid in cash on
completion Defered considerafion
of up to £5 Om, payable in cash, is
dependent on the future financial
performance of the acquired

Financial highlights 2008 2007 Increase
£m £m %o

Revenue 1,407.2 1,2288 145

‘ Operating profit before amorhsation of intangibles 722 599 205
Amortisation of intangibles (19 (16)

I 70.3 583 206
Net investment revenue and finance cost (24) (17)

[ Profit before tox 679 566 200
Tax (20 &) (17 4)

] 47.3 392 207
Effective tax rate on confinuing operations 30.3% 307%
Basic EPS before other tems 14.9p 123p 211
Basic EPS 14 3p 119p 202
Dwvidend per share 5 0p 51p 17 6
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“Our results

support the
ontinued growth
dends.”

business and 1s Included within
provisions in the consoldated
balonce sheet

The Group diso acguired some or
all of the minonty interests in the
equity share capital of seven of

its subsidianes The total maximum
consideration payable n respect

of those acquisiions 5 £8 1m The
consideration was largely settled by
the 1ssue of new MITIE shares

in August 2007, the Group also
seftled deferred consideration of

£0 2m in respect of the purchase last
vear of the minonty sharehaolding

in MITIE Engineenng Mantencnce
(South West) lmited This was settled
by the 1ssue of new MITIE shares

The totai number of MITIE Group
PLC shares issued in respect of these
fransactions was 2 4m

Other acquisition related
fransactions include the redemption
In cash of £8 Om of loan notes
ssued in respect of the defered
considerahon for the acquisfion

of MITIE Secunty {London) Limited
{formerly MITIE Tndent Secunty
Lmited) of £7 Om and The Waich
Secunty Lirnited of £1 Om

Pensions

The Group coninbutes to arange
of defined benefit and defined
contnbution pension schemes In
addition, MITIE maokes confrbutions
to its customers’ defined benefit
pension schemes under Adrmitted
Body Local Government and other
amangements i respect of cenan
employees who have fransferred

to the Group under TUPE The net
surplus befare tax ncluded in the
Group's balance sheet ansing from
these pension schemes was £7 5m
{2007 £0 5m)

Cash flow

The underying cash flow
performance of the Group remains
strong, with the conversion of EBITDA
to cash of 90 3% (2007 114 4%)

The pnor year EBITDA conversion

of 114 4% was parhculary high

due to one-off short term tming
differences at March 2007, the
average cash conversion over the
past two years was 101 3% reflecting
strong cash flow performance,

well i ine wath ocur cument KPI of
conversion above 90 0%

At 31 March 2008, the netf debt of
the Group was £15 6m (2007 £8 Im)
with loans of £50m being drawn

at that ime {2007 £20m) Deposits
held by the Group's reinsurance
subsidiary, which are not readily
avalable to the Group, totalled

£12 4m af 31 March 2008

{2007 £10 3m)]

Group Treasury has responsioiity for
managing and reducing financicl
nsks and ensunng sufficient hquidity
s avalable to meet foreseeable

needs It operates within policies and

procedures approved by the Board
which have not changed dunng
the year Bomowings are aranged
centrally by Group Treasury and
made avalable fo operatng
subsichanes on commercial ferms
The Board's ongoing policy s to
finance the Group through refaned
earnings and borrowings

Dunng the year the Group
renegotated its exshng banking
faciity which was estabhshed dunng
the previous year It extended

its committed five-year £150m
revolving credit faciity to £230m

The principal covenants nrespect of
this facility remained the same and
pui a cap on the maxmum level of
debt within the Group at 3 5 imes
EBITDA, and require @ minimum raho
of profit to interest payable of 3 1

The Group has operated within these
covenants throughout the year

Share buyback

wWhile MITIE did not buy back any
shares in the past financial year, we
will be seeking shareholder approval
to renew the authonty fo purchase
up to 10 0% of the MITIE Group PLC’s
issued share capiial at our next
AGM on 31 July 2008 Thus authonty
will provide the Drrectors with the
flexibility to take advantage of
business opportunihes as they anse

Suzanne Baxier
Group Finance Drectar
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Gorporate
responsibility

At MITIE, we are committed fo the
operdfion of a responsible business
model and to the delivery of our
CR shrategy. For us, it makes sound
business sense,
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We have consciously structured our
programme with an emphasis on
the development of skills and the
environment As an employer of
over 49,000 people working In the
buillt envronment, these two areas
are parhculaty important to us, and
have helped to shape our achivities
and business model fo meet the
ever changing demands of our
markets and our stakeholders

Every year we set challenging
targets to drive our business forward
Our ambitions n CR are no different
We have the same passionate
commitment fo protecting our
people, enhancing our workplaces,
our communities, our marketplaces
and the environments in which we
all work

MITIE endarses the Business for
Social Responsibiity definfion

of Corporate Responsibility as,
‘achieving commercial success In
ways that honour ethical values
and respect people, communities,
and the naturat environment’ This
year, by working ciosely with our
stakeholders to improve our CR
policies, prachces and procedures,
we managed to confinue our
success in improving our CR
performance and achieved an
overall score of 81 5% (2007 70 0%} n
the Business In the Community (BITC)
CR Index For the second yearina
row, we are featured as one of the
Top 100 ‘Comparues that Count’
for companies who completed
the BITC CR Index We're pleased
to announce that this year, MITIE
has improved on its bronze award
last year and i now listed in the
‘siver’ sechon of the *Compamnes
that Count' survey published in the
Sunday Times in May 2008

This year we have agan publshed

a separate CR Report which will be
issued to all of our shareholders The
report provides mare detal on our
CR actvity and related performance
measures dunng the year

Headlth and safety

The health and safety of our pecple
15 of pnncipat iImportance for us at
MITE We set high standards and
we expect everyone 16 play ther
part in maintaining them MITIE has
a team of over 40 dedicated health
and safety professionals working

In our business, engaged n formal
programmes to improve our health
and safety performance across our
business on an ongoing basis

As a Company of world class people
dehvenng world class services, we
have an extensive range of franing
programmes available fo all our
pecple, Including over 25 health

and safety franing courses Inthe
year over 2 000 people successfully
completed these courses that

included, Working Safely, Managing
Safely, Management of Work at
Height and Safe Dnving

The results of our efforts are there

to see In addition to the positive
feedback we have had from our
employee surveys, we achieved a
23% reduchon in major injunes dunng
the year, with a 22% reduchon in the
reportable incident rate Regretiably
we received four enforcement
nohces dunng the year and we
have put in place remedial actons
to address the 1ssues raised and learn
the lessons across the Group

We have now held four Health
Awareness Days at our offices
across the UK, gving our people
access to medical information and
advice af work They can have a
full check up on site dunng working
hours, ncluding body mass Index,
cholesterol checks, diabetes test,
and lung capacity testing

Dunng the year we increased

our focus on teleconferencing,
car pooling and public transport
as ways fo cut down our fleet’s
carbon emissions, and reduce
the nsks o our people from dnving
related ncidents That said, dnving
will ciways be a necessary part

of our business, especially for our
emergency response vehicles
However, there is stil o great deal
we can do to make It as safe and
efficient as possible

One way we're doing this 1s through
the government backed safe and
fuel efficient dnving scheme, or
SAFED Some of aur people have
now attended this course, which
gives therm tips on safer and more
environmentally fnendly driving

Workplace

As a people business, we freat every
one of our 49,505 people who work
for us with respect We're passionate
about helping our people reach
ther full potenhial, because the
more successful they are, the more
successful we are We ensure they
have the skills, trainng and support
they need to excel, and a far,
eqgual and responsible environment
fo work n

Training 15 important for everyone, at
every stage of ther career We offer
anintegrated career and personal
devetopment programme to all
levels of our workforce Last year
over 21,000 MITIE people undertook
one or more of our wide range

of fraining courses Furthermore,
since the start of our relahonship
with the Insttute of Leadership and
Management {ILM) in April 2006,
almost 1,000 MITIE people have
completed ILM courses, ncluding
ILM Level 2 in Team Leading, ILM
Level 3 1n First Line Management
and ILM Level 5 in Management



quietrevolution

We have now made guiefrevoluton
furbines a key component of many of

our low carbon schemes and an integral
part of our Engineenng Semvices division's
new microgeneraton offenng In the

past many wind generatian schemes
were often refused planmng perrmission
because of nose vibration, or the
impact on therr suroundings However,
quieirevolution's designs have managed
to deat wath almost all of these okbyechons,
which & why so many local counciis
across the UK recommend them for small-
scale urban wind generators

gueeitevolution turbines are virfualy

sient, and can generate 10,000kwh a
year equivalent to 10% of the energy
requirements of a 600m? office bulding

In the UK this s equivalent fo dsplacing
4,000-6 000kg of annual CQ, emissions
associated with gnd-generated electnaity

“Alternative
energyis akey
ingredientin
our low carhon
schemes.”
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Going the exfra mile

MITIE's Stephanie Winn, finistung this year's
London Marathon Her sponsorship donahon
for Great Ormond Street Hospital was
match funded by MITIE

Corporate responsibility
continued

38 MITIE Group PLC Annual Repert and Accounts 2008

We have also develcped ourin
house Navigator men's persenal
development programme and
SpnngBoard women's personal
development programme which
were launched in Apnl 2007 These
programmes have been specificaly
developed for non managenal
people and give advice on a wide
range of issues both in and out of the
workplace, from getting a promotion
to bullding self confidence Coming
out of the programme, candidates
moved forward with ther achon
plans and were offered ndividual
traned mentors fo support ther
future development

On 14 June 2007 MITIE became one
of the first employers to make the UK
govemment Skils Pledge — a specific
and voluntary promise, made by

an employer to its employees, that
every eligible member of staff wil

be helped to gan basic iteracy
and numeracy skills and a full Level

2 gqualfication, equal fo five GCSEs
at A* C Speaking at the launch
last year Gordon Brown sand 'In
the future, skills will be the only
route to prospenty and jobs ' Our
commitment to the Skills Pledge 15
a key part of our strategy we will
only deliver world-class services If
we have skiled, competent and
able people who can seize all the
opportunhes offered to them

Signing up to the Skills Pledge gives
us the opportunity to demonstrate
pubhcly the importance MITIE places
on investing in the skills of our people
MITIE's commitment fo developing
a befter skilled and qualfied
workforce benefits our business'
compeftive advantage, as well as
ading the frainng, development
and employability requirements of
our people

Qur award winning Real Apprentice
scheme s now n 11s third year



and we're pleased to announce
that s just receved Big Tick re-
accredrtation for 2008 In the last
three years the scheme has won
prestigious Big Tick Excellence
Awards, the 2006 PFM Partners with
People Award and the Greater
London Traning Award The 59"
apprenhice to go through the
programme has recently been
offered a ful-hme job with us, and
29 young people found work with
MITIE In London last year, the highest
number so far

Marketplace

We know that selecting the nght
suppliers and subcontractors 1s <
key way to reduce business nsk and
improve performance Infact we
see our suppliers as partners in our
own success, and we demand the
same standards from those partners
that we observe ourselves

In 2007 we set up a new Supplier
Improvement Programme to ensure
that our main supplers are aligned
with our CR prnciples and apply
'"downistream accountabiliy’ in ther
own supply chans Our partnenng
relationstup with national bulding
products supplier Wolseley has
proven to be particularly rewarding
We see each other not just as
trading partners and exchange

CR knowledge and prachce by
parhicipaiing in each other's CR
and Environment Forums Wolseley
generously support our Construchon
Skills Centres by prowiding matenals
and employment opportunihes for
the student apprentices Wolseley
also paricipate In our employee
volunteenng events

Last year, our cafenng business
managed to dnve costs down and

profits up while af the same hme
IMpProving our own sustanability
performance, and satisfying chents’
demands for more sustainable
products By smply changing cur
confechonery supplier to amain
grocery chain, our catenng business
saved approximatety 64,000 food
miles of delivenes to our sites
Likewse, by sourcing our bakery
products jocaly, we're nvesting n
the sumounding communihes and
gething the freshest food available

It doesn't stop there though, over
70% of our 57,000 black waste sacks
are now made from bio-degradable
matenals as are the 4 5m napkins we
use In our restaurants, and the 50,000
disposable takeaway bags we give
out with our dell food Addrhonally,
our 160,000 frutt and yoghurt pots

are now packaged in plashc cups
made from polylachc acid

MITIE also endorses the International
Labour Organsation’s Declarahion
on fundamental Panciples and
Rights at Work and the Ethical
Trading Inmafive 'Base Code' We
ensure that employment with us 1
always freely chosen, freedom of
association is respected, working
conditions are safe and hygienic,
child labour 1s not used, pay s Not
lower than the minmum wage,
working hours are not excessive,
regular employment is provided,
and no harsh or inhumane freatment
15 allowed

Environment

We know our business can have an
impact on the natural environment,
and we do what we can to
miniemise and mitigate this by using
envirenmentally fnendly matenals
and prachces We have developed

our products and services 1o meet
the environmental demands of our
clents and are proud 1o help them
achieve thelr environmental targets

In November 2007 our work iIn energy
management and sustainabildy with
the Department for Culture, Media
and Sport was recegnised at the
Premises and Facilhes Management
annual awards, where we picked up
the Partners in Sustanabiity Award
2007 We were also awarded a
Green Apple Award for our work on
the same contract Afthe beginning
of the year we mplemented an
energy achon plan and a number of
other sustainability iInhatives, helping
to support the department in ds drive
to achieve s environmental targets
To date the plan has identfied
savings of £83,000 per year and the
equivalent of 546 tonnes of CO,

Our work has also helped them
become the first Whitehall
government department to
be accredited by the Carbon
Trust's Energy Efficiency
Accreditation Scheme

Last year we won a highly
commended certificate in the FM
Excellence Awards for Sustanability,
to recognise our parmnership with
Castle Vale School in Brmingham,
home to one of our Skilis Cenfres The
award was for our support for ther
entry in the ‘Go Green' challenge
on Teachers TV One of MITIE's
energy managers, voted NEMEX
Energy Manager of the Year 2007,
worked closely with both staff and
pupils to help them reduce ther
electncity and gas use by 10%ina
single term The total amount saved
came to 51 tonnes of CO,, and over
£8.,000 per year

“Over 1,000 students
have henefited

from our World of
Work' days.”

MITE Group PLC Annucl Report and accounts 2008 39



Corporate responsibility
continued

As part of the government's
renswable energy dnve every major
new bulding in the UK must now
generate at least 10% of its power
on site from renewable sources
Faced with this challenge Standard
Lfe Investments came to us to help
them nstall o gecthermal energy
system at ther new Guildford offices
The project 1s due for complehon in
Qctober 2008, and we will also be
camying out the mechanical and
elecincal elements of the design
and build

in addifion to this, we have now
made quietrevolution furbines a
key component of many of our low
carbon schemes, and an infegral
part of the engineenng semices
team's new microgeneraflon
offenng A single turbine can
generate 10,000kwh a year,
equivalent to 10% of the energy
requrements of a 400m? office
bulding The first project to go live
was at Merten Abbey Mills 1 Lendon
which s used to power The Colour
House Children's Theatre

Community

We beleve n giving something back
to the many communities we work
in bulding links with local businesses,
supporting our people In therr own
nexghbourhoods, and reinforcing
our reputahon as a responsible
Company The value of our
community investment dunng the
year amounted to nearly £600.000
We will continue to give our skills
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and our time, as well as money fo
supporting employee volunteenng
and fundraising We play our part
in commurihes across the world,
as well as at home in the UK

Qur Skills Centres are particularty
close to our hearts, and are our most
important and visible commitment
to supparting the development of
young people The first Skills Centre
wass opened in Portsmouth in 2001
and was halled af the ime as a
revolutionary new way fo fackle the
vocahondl skills shortage facing the
UK by bndging the gap between
education and employment The
centres give school children an
mfroduction to construction and
bullding skills Over 500 students

are currently studying on nahonally
recognised construction vocahonal
courses In the MITIE Skills Centres

Dunng the year we opened a further
Skils Centre at Caldervale High
School in Ardne — the first of its kind

in Scotland

MITIE's people have a wealth of skills
and expenence that we can share
wiath the community Since 2005,
over 1,000 students have benefited
from our ‘World of Work' days,
which are designed to increase
ther employability skills

We are keen to expand the
vnderstanding of opportunities
within the workplace to more
young people, and in 2008/09
we'll bulld upon the ‘World of Work!
programme This infiative will be
designed to help young pecple

to understand the roles that could
be available to them when they
leave school

Qur work with the Bansang Saving
Lives Appeal confinued From its
base in aremote area of the Afncan
bush, Bansang Hospital looks after
the healthcare needs of some
400,000 people from the Gambia,
Senegal, Mah, Guinea Bissau,
Guinea Condkry and refugees

from Sierra Leone

The most recent work with the
hospital was a complete refit of

the old colonial bulding to create
twelve single bedrooms and two self
contaned units for mamed medical
staff Our mechamcal and elecincal
engneers worked alongside local
workers an the new ‘MITIE House',
which cpened in earty 2008

The project used local matenals
wherever possible, as well as other
iterms donated by our UX suppliers

As we conhnue o grow into a world
class Company delivenng world
class services, our commitment,
responsiblity and levels of nvestment
to our commurities grows with Us

Skils for life

Qver 500 students are currently
studying on nationally recognised
construchon vocational courses
in the MITIE Skills Cenires



Gorporate
govemaince

The Board recognises that the manner n which the Group 1s governed 1s cnhical to the long-term success of the business The Board
s committed fo ensunng that high standards of corporate governance are achieved throughout the Group

This statement, together wath the Directors’ report and Drectors' remuneration report, provides details of key aspects of MITIE's corporate
govemance environment and explains the manner in which the Board has appied the principles and provisions of good governance as
set out In sechon 1 of the Combined Code ssued In June 2006 {the Code])

The Board

Board responsibility

Matters that are exclusively dealt with by the Board include sethng Group objectives and strategies approving business plans and budgets
and moritonng performance aganst these approving matenal tenders, acquisitions disposals, and business start-ups, approving the
Group's Half yeary and Annual Report and Accounts, apporniting and removing the Charman Directors and Company Secretary, and
monitorng the Group's corporate governance arangements These matters are set outna schedule of matters reserved for the Board
which was approved by the Board on 19 May 2006 and which s avalable on the Group's website, www mitie co uk

Board of Dreciors

On 1 Apnl 2007 there were sx Executive Directors six independent Non Executive Directors. one nonandependent Non Executive Drector
(Ian Stewart) and the Charmaon Dunng the year two Executive Drectors resigned from the Board {Colin Acheson and Colin Hale) In
addition, as announced on 19 May 2008 the Charman David Ord {having served six years as a Non Executive Director of MITIE) and Cullum
McAlpine (having served five years as a Non Executive Drector of MITE} mtend to resign as Non Executive Directors with effect from the
conclusion of the AGM on 31 July 2008 These decisions to resign have faken account of the Board's orderty succession planning Roger
Matthews [an ndependent Non Executive Drector) will succeed David Ord as Charman following the AGM

Drrectors are apponted and may be removed In accordance with the Aricles of Association of the Company and the prowvisions of the
Companies Act All Directors are subject to re-glechon at intervals of no more than three years In accordance with the Arficles of Associahon
and the Code The names and biographical detals of all Drectors serving on the Board as at 31 March 2008 are set out on poge 48 As part
of the formal Board evaluation, the Board has considered the performance of each Director seeking re-election and s satsfied that they
conhnue fo be effective and demaonsirate clear commitment to the role

Board balance

As part of the ongoing review of Board performance {as set out below) the Nomination Committee and the Board have specifically
reviewed the roles of Charman and Senvor independent Non Executive Drrector {SID} and the composition and charmanship of each
of ts committees

The Board and the Nomination Comimittee recognise that notwithstanding the reduction in the number of Executive Directors on the Board
frormn six to four dunng the year, there will be an imbalance in the number of Executive and ndependent Non Execufive Drectors following
the resignahion of Dawid Ord and Cullum McAlpine The composthion of the Board didd not comply with provision A 3 2 of the Code prior fo
the resignation of Colin Hale in January 2008 cind will smilary not comply wath provision A 3 2 following the date of the AGM The Board 5
broadly satsfied that the anticipated composifion following the date of the AGM 15 appropnate having regard In parhcular to the integnty,
skills knowledge and expenence of its Directors and the size and nature of the business The Board 1s also keen to ensure that the Board does
not become too large and unwieldy However it s mindful of the need io maintain o balance of ndependent Non Executive Directors

and non independent Drectors and has accordingty reviewed its composiion and has intiated a search process to recruit an additional
independent Non Executive Director io the Board |tis hoped that this recrutment process wil be concluded within a reasonable imeframe

Board appointments

Chairman

The Nominahon Committee and the Board have reviewed the role of Charman and resolved to appoint Roger Matthews as Charman
with effect from the conclusion of the AGM This 1s In accordance with the Board succession planning in recruting Roger Matthews in
December 2006 and follows a penod of famillonsaton for Roger Matthews with the Group In reaching this decision the commiftee and the
Board prepored o detaled job specification for the role and datermined that the appontment of an independent Internal candidate from
amongst the exsting Non-Executive Directors was in the Group's best Interests As part of this process the committee and the Board have
reviewed the independence of Roger Matthews cis set out below

Senlor independent Non Execufive Director (SID)
Following Cullum McAlpine's decision 1o resgn from the Board, the Board has reviewed the role of SID and resolved to appont David Jenking
to the role with effect from the conclusion of the AGM

Commiliee chabmanships and composiiion

The Board has similary reviewed the composition and charmanship of Its commiftees with a view ta ensunng that power and responsibiity

1 not concentrated in a few individuals and that the committees draw appropnately on the range of skills and expenence of the Executive
and Non Executive Directors The following changes fo the charmanship and ¢omposition of the committees wall, subject to re-elechon take
effect on the conclusion of the AGM

« David Jenkns will assume the role of Charman of the Audit Commuittee,
» Roger Matthews will step down from the Audit Committee and

« Roger Matthews will assume the role of Charman of the Nomnafhion Committee
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Corporate governance
continued

Chairman and Chief Execulive division of responsibility
There s a clear division between the roles of Charman and Chief Executive s formally set out in the terms of reference for each of these
roles These terms of reference have been reviewed as part of the review of the job specification of the Charman

The Charrman is responsible for the effective nunning of the Board This nchudes ensunng that the Non Executive Directors contnbute
effectwely and that the Board s aware of the views of major sharenoiders He is albso responsible for ensunng that the Board addresses major
challenges faced by MITIE and for the effective performance of the Board and its committees The Charrman is available to cansult with
shareholders throughout the year and s available af the AGM

As Chief Execuive, Ruby McGregor Smith is responsible for all aspects of the operation and management of the Group and its business
dunng the year within the authonties delegated by the Board

The role of the Executive and Non Executive Directors

The Executive Drectors are collectively responsible for proposing strategy and fer making and mplementing operational decisions Non
Execulive Directors are responsible for exercising ther ndependent skill and udgement and contnbuiing to the formulation of sirategy.
policy and decision making The terms of appointment of the Non Executive Drectors’ and the Executive Directors’ service confracts are
avalable for nspection at MITIE's registered office, the head office and at the AGM

Company Secrelary
Richard Alan was appointed as the Company Secretary on 21 May 2007 as successor to Suzanne Baxter The Company Secretary 1§ responsiblie
for ensunng that Board procedures and appicable rules and regulahons are observed, as well as advising on all governance matters

Director independence

Dunng the year, Non-Executive Director independence was considered by the Board The Board determined that all Non Executive
Diresciors as at 31 March 2008 with the exception of the Deputy Charman lan Stewart, were ndependent in mind and pdgement, and free
frorm any matenal relahionship that could interfere with therr abiity to discharge ther duties effectively Specific consideration was given fo
David Jenkins’ priar role with Delotie & Touche LLP MITIE's external quditors The Board determined that Dawvid 15 independent given that he
had not been Involved In the provision of sernces to MITIE and the passage of fime since his departure from Deloitte & Touche LLP Addiional
consderation was given ta drectorships held by both Cullum McAlpine and David Jenkins on the Board of Renewable Energy Systems
Holdings Urmited and two of ifs subsicianes The Board does not consider these directorshps to adversely mpact either of the Non-Executive
Drectors’ ndependence

External appoiniments and commitments

Executive Directors are permitied to accept appontments outside the Group providing permission ts sought from the Charman and the
Chief Executive and that the addimonal appointments do not interfere with the Drrectors’ abilty to effectively dscharge ther duhies The
commitments outside the Group of the Executive Diectors are detalled on page 54 Execuhve Drectors are enfitied o retain any fees
earned from these external appontments

Board meetings

Drrectors are supplied with an agenda and supporing papers for all Board meetings on a imely basis This ensures that each Drrector is
appropnately bnefed and able to property discharge ther duties Papers submiited regularty for the Board's review include reports on
curent rading and performance corporate development achviies heaith and safety and, matters relating to corporate governance The
Board will ako receve, from tme to tme, detaled presentations from non-Board members on operational matters The Board, its committees
and ifs Drectors have access to the advice and services of the Company Secretary and where appropnate extemnal independent legal
advice funded by MITIE

All Drectors are expecied where possible to attend all Boord meetings and the AGM Dunng the year ended 31 March 2008, there were
s scheduled Board meetings Addihonal unscheduled Board meetings were held to deal with adrninsirative matters predorminantty for the
approval of the ssue of shares Dedicated budget review meetings have also been held Drectors' attendance at scheduled Board and
committee meefings [Audit, Remuneration and Noemination) of which they are members is shown in the following table

Director Board Audit  Rermuneratan Nominahon
3 5 3
- - 3

Number of meetings held in year
DCOrd

| R Stewart

R McGregor Smith! &

S Baxter

N R Goodman

D S Jenkins

1S Macpherson

R | Matthews

C McAlpine

G Potts

W Robson

C § Acheson®

C S Hale# 4 - - -

1
T
|

| G
w | W

N | W

Wi ||| |On]ON|O|On OO0~ O

0 Ruby McGregor Smith and Suzanne Bexter atiended the Audit Remuneration and Nomnaten Committee meetings by invitiation
1 Ruby McGregor Smith was appointed to the Nomination Comrittee on 26 Juty 2007

8 Colin Acheson resigned from the Board on 3 October 2007

“ Cofin Hale resigned from the Board on 14 January 2008
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In addihen to scheduled Board and committee meetings dunng the year, the Charman met with the Nor-Executive Drrectors on several
occasians without the Executive Drectors being present

Director appointiment, induction and fraining

No new Directors were appeinted to the Board dunng the relevant penod However, the Board has a general policy that subsequent fo
appointment to the Board all new Directors are subject to re election by the shareholders at the first AGM after ther appointment that
each new Drector receves a fallored induction sutable to therrrole, and that all new Directors receve o talored information pack which
includes a copy of MITIE's Memorandum and Arfictes of Associafion latest Annual Report and Accounts, committee terms of reference
and copies of recent Board minutes and supporting papers In accordance wath MITIE's Arhcles of Association all Directors are subject to
re-elechon at leqist once In evety three year penod None of the Executive or Non-Executive Drectors has a service contract with & nofice
penod greater than 12 months All Directors have access jo management and the operatng businesses In MIME ot therr request and have
secure remote access to Board and other relevant papers held on a dedicated facility

Review of Board performance

The Board s committed to effective and ngorous review of its performance and that of the committees and indvidual Directors
and accordingly a formal evaluation of the performance and effectiveness of the Board, s committeas and of each Director s
performed annually

Drector perfarmance evaluation for the curent year has been camed out usng a combination of formal appraisal queshonnares completed
by all Board members and through informal meefings and discussions The results of these reviews are reported to the Board and used fo
improve the Board's performance Results of the pnor year apprasal process identified an overall level of satsfochon with the performance

of the Board and that of its commitiees and Orectors Addrionally, aiction taken in response 1o this feedback Included the need to confinue
to monitor the balance of Executive and independent Nor-Executive Directors, and the sector relevant experise of the ndependent Non-
Executive Directors, and minor changes fo the nformation reported to the Board Similary, achon wil be foken throughout the curent year

to Infroduce improvements as identfied In the evaluahion exercise undertaken for the year ended 31 March 2008

The committees
The specrfic duties and responsibiities of each committee are set out In its terms of reference which are avalable on the Group's website,
www mitie co uk Further details in relahon fo the composition, role and functioning of each committee are set out below

Execulive Committee and execulive board

Dunng the year the Group operated an executive committee of the Board which managed the operational matters delegated to it by the
Board The committee members were the Executive Directors and serior management were invited to attend specific meetings Dunng
the year the Board approved the formation of an executive board which now fulfils the operatiena management role of the Execuiive
Committee The purpose of this change was to enable non Directors to be full paricipating members of the executive management feam
rather than nvolvement through invitation The executive board is not @ formal committee of the Board but operates on areview and
consultative basi under the exsting powers of the Chief Executive and other Executive Drectors

The Executive Committee now remains as a formai approval and signing committee of the Board

Audit Committee

The Audit Committes consists entrely of ndependent Non Executive Directors and s chaired by Cullum McAlpine Dunng the year the
Audit Committee comprnsed Dawd Jenkins Ishbel Macpherson Roger Matthews and Cullum McAlpine Al members of the cormmittee are
considered os being appropnately expenenced to fulfil s dutes, whie David Jenkins, Ishbel Macpherson and Roger Matthews conhinue

ta be deemed os af the date of this repert, by the Board fo have significant, recent and relevant financial expenence through ther
qualficahons and ther previous appontments

Dunng the year the Aucit Committee inwted the external auditors, Chief Executive Group Finance Director and Head of infernal Audit fo
attend meetings of the committee The committee also met separately with the external auditors and the Heod of Interncl Audtt wathout the
presence of the Executive Directors

Report of the Audit Committee
Dunng the year the Audit Committee held three meetings The matters under consideration at these meetings included

» The Group's Half yearly Financial Report and Annual Report and Accounts,

« Crtical accounting pohcies and judgements,

« The review of the extemnal auditors' audit plan nature and scope of work and overall summary of key Issues and jJudgements
« The re-appointment of the external auditors

s The approval of fees for the external auditors

« The effectiveness of the external auditors Including the appropnateness and skills of the audit team,

» Compliance with the Group policy on the provision of nen-audit services by the external auditors and maintenance of
audrtor ndependence

» The approval of the Group nsk assurance fromework and the internal audit plan for the year ending 31 March 2008 and for the year
ending 31 March 2009,

» The review of key ntermnal audst reports and findings and
« The effectiveness of the internal audit function

The Audit Committee 15 cormmitted to ensunng the independence and obyectity of the externat auditors and confirms that the
requiremnents of the Group's policy on the provision of nor-audtt services were met This policy resicts the external auditors from performing
wark which will result in them audihng ther own work making management decisions for the Group creatng a conflict of interest, finding
themselves In the role of advocate for MITIE or creatng any potential threat to ther ndependence Addihonally, the external auditors wil
only be considered for the provsion of non-audif services if they are best suted to perform the work In question Delortte 8. Touche LLP also
mantamns ifs own intemal confrols designed to safeguard ther ndependence A summary of the fees pad to the external auditors is given
in Note 4 to the financial statements

The rermit of the Audit Committee also includes monitonng the amangements by which employees may rase concerns regarding any
matters of financial reporting or other perceved impropneties across the Group Dumng the year '‘whistle blowing' activity has been

communicated 1o the committee along with the resutts of mvestigahions camed out These mveshgations have not dentfied any matenal
nsks to the Group
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Corperate governance
continued

Remunerafion Commiitee
Dunng the year the Remuneration Committee's members were Ishbel Macpherson David Jenkins, Graham Paotis and Cullum McAlpine all of
whom are ndependent Non-Executive Directors The committee held five meetings dunng the year and is chared by Ishbel Macpherson

The key duty of the Remuneration Committee 15 to make recommendations to the Board on the indvdual remuneration packages of
Executive Directors As a part of this process the committee oversaw the ntroduchon of a LTIP [following shareholder approval at the AGM
In July 2007) fo reward, retain and incentivise senior members of the MITIE management team Dunng the year the committee has been
advised by the following external remuneration consultants New Bndge Street Consultants LLP In relation to the ntroduction of the LTIP and,
Kepler Associates in relation to Execuiive Director remunerciion through formal bbenchmarking with market and industry comparators The
Board 1s responsible for reviewing and sefting the remunerafion of the Non Executive Directors

Nommnation Commillee

Dunng the year the Nomination Commitiee compnsed David Jenking, lshbel Macpherson, Cullum McAlpine and David Ord On 26 July 2007
Ruby McGregor Smith was apponted as ¢ member of the committee Dunng the year three meehngs of the committee fook place A key
funchon of fhe committee s to evaluate the balance and compostion of the Board and ensure that new Directors bing the requisite skills,
knowledge and expenence required for the role being corsidered A full evaluation of succession planning was also undertaken by the
committee dunng the year as descrbed more fully above

Shareholder communicchons

The Board s committed o an ongomg dialogue with institutional and pnvate investors The pnncipal methed of communication between
the Board and shareholders remains news announcements the Half yearly Rnancial Report, the Annual Report and Accounts the

CR Report and MITIE's website www mitie co uk A full programme of formai and informal events instituhonal investor meetings and
presentations are ako held followng the Half yeary Financial Report and Prelimincry Results announcements which are led by the Chief
Executive and Group Finance Director The Charman SID and Non Executive Dreciors may attend and are avalable for addhonal
meetings with sharehclders upon request

Latest Group Informahon financial reports, comporate governance and CR matters, Half yearly Financial Report and Prefiminary Results
presentations major shareholder information and alf announcements are made available to sharehelders via the MITIE website (www mitie
co uk] which has a specific area dedicated to investor relations The 2007 AGM approved changes to the Aricles of Association of the
Company implementing the use of electronic communicahons as enabled under recent changes in company law Under the new Articles
the Company can communicate with its shareholders in three ways i hard copy |as under the previous Articles), In electronic form to
snareholders who have elected to receve documents electronically and by making the document avalable on the website and notifying
each relevant shareholder that the document or Informafion has been made avalable on the website The Company has deemed that
any shareholder who falled, withun 28 days of the 2007 AGM, to elect to receve either electronic or hard copy communicaiions has agreed
to receive notification of documents made avalable on the Company's website

Significant mportance is attached to investor feedback on the Group's perfermance, and as such the execuhve board receves an investor
relations report at each meeting detaling comporate news share pnce achvity investor relahons activity and majer shareholder movernents
The Board s updated by the Executive Drectors on these matfers and recerves analyst feedback following the Half yearly Financial Report
and Preliminary Resulfs presentations

The AGM also dllows shareholders to address and discuss any issues surounding the Group directy with the Executive and
Non Executive Directors

Intemal control and rsk management

The Board recognises that it is responsible for the Group's systemn of internal contre! and for reviewing its effectiveness This system is designed
to support the Grou's pursuit of achieving its objectives and strategres and also the iIdentfication and management of nsks that may
impact upon MITIE and the environment w which the Group operates The systern of Intemal control s designed to manage rather than
elrminate the nsk of faling to achieve these objectives and sfrategies, and it will only provide reasonable and not absolute assurance
against matenal misstatement and loss

Key features of MITIE's system of internal control are set out below

Culture, responsibility and accountablity

The Board and senior management are responsible for mantaning and developing a culture of ntegnty, competence famess and
respansibility througheout the Group Essential to this is the recruitment and retention of mighly skiled indmduals who promote the highest
standords of nfegnty competence governance and ethucadl behaviour

Group pokcies and procedures support the business by providing an operational Infernal control framework for the Group, each division
and operating business to work within which 1s approprate to the nature of the business being undertaken This ramework s designed to
balance the need for Group wide consistency and control with the autonomy local manogement require fo develop and manage each
operating business successfully

Ih order to delegate responsibiiies clearty and effectvely to the Group's operating businesses, and to ensure compliance with the matters
reserved for the Board, a formal delegated authenhes matnx i issued 1o all operating subsichanes that Includes both financial and non
financial authonthies and matters relahing to strategy, contract approval, recruitment capital expenditure, banking fransachons and specific
Group policies Each operating subsidiary s headed by a managng or regional Drector who has authonty to manage ther business within
this framework of delegated authonties and Group policies and procedures cutined above

To support the business further, the Group central teamhas o team of specialist resources with individuats responsible: for specific funchons
nciuding legat hedlth and safety, [T, nsurance  human resaurces tax pensions purchasing finance and business nsk Regular dialogue
between these funchons and the operating businesses provides addilonal support and forms a key part of the system of intemal control

Information and communication

The Group mantains a number of systems and processes that report relevant information to Group executive management and the Board
as necessary This Includes financial and non-financial nfermation regarding business perfarmance  compliance with policy and procedure,
relevant regulatons and business cnfical matters

At an operationd level each division and business holds regular executive board meetings To mantan and develop relationships between
separaie divisions and to address specific matters regional meetings are also held and are attended by regional representatives of each
dvision Senior Group management regularly attend these meehngs

The Group also mantains an extensive Intranet which aliows all employees 1o access key information as well as Group policies, procedures
and guidelines
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Risk management

The Baard confirms that there is a continuing process for identifying, evaluating and managing sigrificant nsks faced by the Group The
Board also confirms that this process has been in place throughout the year under review and up to the date of approval of the Annual
Report and Accounts and that this process is manitered by the Board in accordance with the revised gudance on internal confrol ssued
by the Rinancici Reporimg Council

The process for identifying, evaluating and managing prncipal nsks requires the Group and 1fs pnncipal businesses to consider strafegic
operational financial and comphance nsks and the effectveness of the miligating controls based on @ pre and post controls nsk evalughon
The pmcipal nsks identfied from this process are recorded on the Group's isk register which is mantaned by the Group's Business Risk
funchon Thisregsster s reviewed by the Board twice a year and will smilarly be reviewed by the executive board twice ayear

Monitoring the system of internal confrol

The Board is responsible for monitonng the Group’s system of nternal control and far reviewing its effectiveness Monitonng 1s camed out
throughout the year via the receipt and review of vanous reports presentations and discussions with management, as set out above
Specticaly the Audit Committee supports the Board by monitonng and guiding the activies of the internal audit function, Includng
approving the internal audit programme, reviewing reguiar reports from the funchon and via meetings with the Head of Internal Audit The
nternal audit programme is designed to provide a level of assurance over key nsks as identified m the Group nsk register and is developed
by the Head of Infernal Audit who reports o the Company Secretary and independently 1o the Audit Committee

Dunng the reporting penod a review was iniated by the Audit Cormmittee into the Group's assurance framework encompassing both
the Group's Business Risk funchon and Group level controls and the assurance framewark within the operating divisions The review was
conducted by external consultants Grant Thornton who reported In November 2007 A number of recommendations set outin the report
have been mplemented in order to strengthen further the Group's nsk essurance framework

The Audit Commuttee also receves regular reports from the externcl auditors who confrbute a further ndependent perspective on certain
aspects of the intemnal financial control systems ansing from therr work As necessary the Audit Committee will have didlogue with the
Executive Direciors on thesr control responsibities and 1n parhcular those relating to specific matters reported by internal or external audit

Reviewing the effecliveness of the system of intemal control

The Board performs a formal annual assessment of the operation and effectiveness of the system of internal control and updates this
assessment prior to the signing of the Annual Report and Accounts This ncludes consideration of reparts on pancipal nsks, controls and their
effeciiveness from the heads of each cen'ral team funchion and an ndependent Teport from the Head of Infemal Audit summansing key
audtt findings The Beard also holds discussions with senior rmanagement and reviews the results of a formal internal controls review and
system effectiveness confirmation from each operating subsidiary

The Board confirms that management has taken steps dunng the year fo improve further the system of nternal confrol ermbed effective
confrols further into the operations of the Group and fo address improvements as they come to management's attention These steps are:
monitored to ensure they are implemented appropnately and that ulhimately they are effective

Compliance with the Combined Code

The: Board confirms that throughout the year ended 31 March 2008 the Group has complied with the provisions set out In section 1 of the
Code with the exception that the Board did not consist of an at least equal number of Independent Non Executive and Executive Directors
between 1 Apnl 2007 and 14 January 2008
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Statement of principal risks and uncertainties

The Group has an established nsk management framework which s designed to identify evaluate and manage the nsks and uncerainties
facing the Group This framework is described further in the corporate governance statement Within this framework, MITIE clossifies nsks into
$our distinet categones according to ther potentalimpact on the Group

» Shategic - nsks mpacting long-ferm sirategic objectives
» Operahonal - nsks ansing dunng day to-day actvities which if not managed could mpact upon the running of the busingss
« Financial —nsks drectly mpaching upon the finances of the business, and

« Compliance - nsks refating to legal and regulatory sanchons and damage to goodwill ansing from failure 1o comply with applicable laws
and regulations

Princlpal strategic risks

New business

The Group s Incregsingly tendenng for and winning more complex and larger muth service business There 1s an associated increase In the
nsks relating o appropnate scoping and prcing of contracts to ensure a far balance of nsk and reward, secunng balanced commerciat
terms and ensunng complant delivery of services Robust systerns to gain visibiity of these nsks and manage them effectively will benefit
the Group's service delivery capabilihes and financicl performance, whitst any realisation of the negative effect of these nsks would have
a delmmental impact on the Group's profitabiity and reputation

To erswre visibiity and good management of these nsks MITIE's system of iInfemai controls mcorporates sinct bid and confract review and
approval mechanisms Depending upon the scope and nsk of a specific tender a dedicated commercial bid feam and other specialists
are utiised Effechve contract management and monitonng procedures are used to ensure that ongoing nsks are properly managed
trrough the fe of each relevant confract

Loss of major confracts

MITIE has a number of major contracts which although not ncividually matenal by value to the Group are important In supporting our
future growth We adopt o key account management strategy for these confracts which includes, where appropnate Drrectorevel chent
refotionships and we monitor closely key client relations helping so reduce the msk of losng any of these contracts

Acquisthons

MITIE conhinues o seek to acquire businesses that fit wath, or complement our existing range of service offenngs and cutfure The sirategic
rsks associated with acquisthons include  a fallure fo gain visibiity of and manage, nsks that are assumed through acquistion, valuation nisk
relating o the acqusiion a falure to achieve a cultural fit and. the synergishc and operational transthicn of the acqurred business mto the
Group If these nsks were crystalised they could lead to matenal business disuption, and loss of profits and associated investor confidence
These nsks are managed and mihgated by the use of an expenenced acquisiftons team supported by intermal speciaksts and extemal
professionals and by the Drectors who Closely maonitor the acquisiion process Al matenal acguisitions require full Board approval Folliowing
any acquisiion an Executive Director is appointed as an integration project sponsor wath responsibility for ensunng that the acquired business
15 nfegrated successfully and the performance of the mtegration process closely monitored

Infrastructure and systems

MITIE s increasingly dependent upon the successful implermentaton and ongoing operation of information technology infrastructure and
refated systerns Fallure to improve and invest in our infrastructure and systems on a confinuing basis and to ensure ther ongoing operatonal
infegnty could Impact MIME's abilty to meet our operafional commiments and may result In tabilities being incured under cusiomer
conifracts MITIE's Infrastructure 15 continually reviewed by the Board to ensure it s appropnate 1 the operations performed and that it
enables employees to delver services to its Clients successfully The ongaing nvestment i a new SAP based finance and HR systern will
improve and sirengthen further MITIE's Tinfrastructure

Reputahonal risk

MITIE operates in business sectors that are vulnerable o reputahonal damage through operational falings Incidents that result n damage
to MITIE's reputation may mpact exsting customer relafions, MITIE's ability to attract future business, and damage to shareholder value MITIE
addresses this nsk throwgh the use of robust and well establshed operational procedures to ensure compliance with regulatory and legal
regurements and with confractual obligations Clearly defined escalahon procedures are in place to ensure that senior management have
hmely visibility of high nsk matters

Principal operational risks

Health, safety and environment

The breadth and nature of activiies that MITIE undertakes gives nse fo a range of potential health safety and envircnmental msks These
nsks could mpact upon MITIE s custorners employees, members of the public and the environment generally through injury or loss of ife
environmental damage, disruption jo business actntes, loss of reputafion and the incumng of financial penatties Specific examples of
potential nsks encountered by employees include working at height, installing and maintaning elecincal systems using machinery and
confrolled chemicals and operahing in hazardous sites and pubiic areas

MITIE manages these nsks through the maintenance of a culiure that encourages every employee to take responsibiity for ther health and
safety and where &ll operational activihes have a strong safety focus The Chief Executive s responsible for heailth and safety and is supported
by the executive board the head of health and safety and a network of dedicated health and sofety experts within the business Al parhies are
committed 1o the continual development and improvement of processes and procedures to reduce the tkelihood and impact of incidents
Traning and education of al employeess a fundamental part of the mproverment process and promotes o culture of both collechive and
indmdual responsibility for heatth and well being of our employees our clents' employees and the general public

Employee skill shortages

MITIE recogruses that there may be skil shortages In some sectors in which the Group operates This would impact upon our ability to mobiise
and sevice new and existing contracts and potentially upon MITIE's abilty to grow its business generally In orcer fo recruit and retain the
peaple that MITIE needs, we reguiarty review, at the appropnate level, our remuneration, ncentivisation and reward structures The Group
confinues its emphasis on equity based incentvisation for employees and other employee iIncentive and reward schemes

We place great emphasis on succession planning and on the need to tram and develop all our employees As part of this MITIE conhnues
to provide work based learning and framing opportunihes and curently emgloys 321 construction engineenng and other apprentices
MITIE also supports vacational education in the wider communtty by provicing Skifls Centres In secondary schools In the last year we have
opened our eighth Skils Centre
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principal financiol risks

Liquidity

Mantaning sufficient levels of Iquidity and financial capacity s essential to enabling MITEE to function at an aperational level and to fund
its growth strategy  Failure to manage hquidity property could mpact operational activiies and the Group's atulty to grow further Specific
kqquiciity msks Include the abilty to manage working caprial and sufficiency of banking arangements

The Group Treasury function is respensible for the management of iquidity nsk and operates within a framework of policies and procedures
that are approved by the Board Forecasting, monitonng and reporting of cash flows to senior management and the Board ensures the
appropnate level of visiblity over the processes fo control this nsk Furtnermore within the reporting penod, pre-exsting committed five year
banking faciities were extended by £80m on exshing ferms fo £230m to prowde engoing funding to support the Group's growth strategy
Further details regarding financicl nsk are shown in Note 23

Principal compllance risks

Pensions

Risks associated with the operation and management of the Group's pension funds concern the ability of the pension fund assets fo meet
future pension labihes Within the Group this opplies to MITIE's own pension schemes and to pension habilifies assumed by MITIE where a
workforce transfers fo the Group under new business contracts and relevant legisiation

Tnustees manage the MITIE Group pension funds and the required contnbution rates are set on the bass of ndependent actuanal advice
Actuanal valughons are sensifive fo changes in assumptions made regarding future events including moriality rates and the long term return
on scheme assefs The fundng posihons of these funds are regulary reviewed

in respect of pensions schemes associated with transfemng employees, for example the Local Government Pension Scheme the pnncipal
nsk concerrs the potential for scheme tabilihes to exceed scheme assets requinng Increases in post fransfer contnbuiion ievels MITE
manages this nsk through ensunng that appropnate advice 5 obtained In the bictding and transfer process ihat the nsk s faidy and property
prced and that binding centroctual cammitments are secured as to how future labiifies are met and on the funding position on transfer
Further nformation regarding pensions 1s shown in Note 34
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Board of Directors

David Or¢t

Non Executive Chalrman

David was appointed as a Non-Executive Director of MITIE Group PLC in October 2002 and was later appointed as Non-Executive Charman
In September 2003 David s Managing Director of The Bnstol Port Comparyy which owns and operates the avonmouth and Portbury docks

{an Stewart

Non Executive Depuly Chalman

ian was appointed os Chief Executive of MITE Graur PLC n 2001 and was appointed as Non Executive Deputy Charman on 30 March
2007 tan was a founding member of MITE He 15 Non Execuhve Director of Generathon {UK) Lmited., suppliers of scaffolding access and
safety systerns

Ruby McGregor Smith?

Chiet Executive

Ruby was appointed as Group Finance Drector of MITIE Group PLC in December 2002 Iater appomnied as Chief Operahng Officer In
Septernber 2005 and subsequentty as Chief Executive In March 2007 Pror fo joining the Group, Ruby held a range of senior roles within
the support services sector, pamanty at Serce Group pic In addhon, she 15 a Non Executive Drector of Michael Page Intemathional plc

Suzanne Baxter

Group Finance Director

Suzanne wos appointed as Group Finance Directar of MITIE Group PLC in Apni 2006 Suzanne s a Chartered Accountant Pnor to joining
MITIE, she specialised in mergers and acquishons related transachon support and also held a number of commercial and operational
roles with Serca Group plc Suzanne holds a seat on the Opportunity Now Advisory Board o part of the Business in the Community {BITC)
argansation with a focus on workplace diversty, and s also a member of the Finance and Risk commitiee of BITC

Roger Goodman

Group Corporate Development Director

Roger joined MITIE Group PLC In 1993 and was apponted as an Executive Director in August 2001 Roger is a Non Executive Director of
The Business Services Association and Asset Skills Council which advocates the growth of the support services industry profile and the
development of skils in the sector In addition he s Charman of Networkers International plc

Bill Robson

Director responsible for Property Services

Bil jomed MITIE Group PLC in January 1992 following the acquisiion of Tndent Mamtenance Services Limited and was appointed as an
Executive Director in August 2001

David Jenkins *

Non Execufive Diector and Chairman of the Nomination Commilttee

David was apponted as Non Executive Director in March 2006 David was previously a senior Partner with Deloitte & Touche LLP n London
having spent over 20 years In Assurance and Achsory Services David s Charman of Development Secunhes PLC and Non Executve
Drrectar of Renewable Energy Systems Umited He 15 a Governor of Downe House School

Ishbel Macpherson

Non Executive Director and Chalman of the Remuneration Commiitiee

shbel was appointed as Non Executive Director in July 2005 Ishbel was previously an investment banker for over 20 years specialising in UK
rmid market corporate finance and previously held posihons af Dresdner Klemwort Wasserstein and Hoare Goveft shbel s Non-Executive
Drector of Hydrogen Group pl¢ and GAME Group plc and the Senior Independent Non Executive Director ot Speedy Hre Pic

Roger Matthews!

Non Execufive Drector

Roger was appointed as Non Executive Drector in December 2006 Roger previously held the roles of Group Finance Director of J Sansbury
plc and Group Managing Directer and Group Finance Drector of Compass Group PLC Roger s Non Executive Chairman of both Land of
Leather Holdings PLC and LSL Property Services PLC

Cullum McAlpine 1

Non Executive Drector and Chairman of the Audit Committee

Cullum was apponted as Non Executve Director in Apnl 2003 He is also Director of $r Robert Mcalpine Lmited and Charman of
Renewable Energy Systems Limited

Graeme Potis

Non Executive Drector

Graeme was oppointed as Non Executive Drector n July 2006 Groeme previously held apponirments with Inchcope PLC, RAC Motonng
Senvices and Reg Vardy plc He 15 Non Executive Director of BEN, the Motor & Alied Trades Benevolent Fund and 1s Non Executive Charman
of Bkers Legal Defence bmited

* Member of the Remunerahon Committes
t Miember of the Audit Commitfee
1 Member of the Normnation Committee
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Directors’ report

The Drectors submit ther report together with the audited consohdated financial staterments of the MITIE Group of companies [the Groupt
for the year ended 31 March 2008

Principal activities
MITIE Group PLC (the Company} s the holding company of the Group The prncipal activity of the Company 1s to provide management
services to the Group The Group's activifies are focused on the provision of services In suppart of the buldings and infrastructure of clients

Business review

The Company s requred to set out a far review of the business of the Group dunng the reporting penod {including an analysis of the
posthion of the Group at the end of the reporfing penod and the prncweal asks and uncertainfies facing the Group) Details of this review
are contaned i the following sections of this Annual Report and Accounts the Charman's statement, the Chief Execufive’s review, the
operating review the financicl review the comporate govemance statement and the statement of pnncipal nsks and uncertamntes

Profit and dividends
The profit for the financial year, before taxation s £67 9m (2007 £56 6m) The Drectors have declared/recommended dividends os follows

Paid {on 8 February 2008) an intenm dividend of 2 8p per Ordinary share £89m
rRecommended a final dvidend of 3 2p per Ordinary share £10Tm
Total Ordinary dividend 4 Op per share (2007 5 1p) £190m

The final dvidend subject to shareholder approval will be paid on 4 August 2008 to Ordnary shareholders on the register on 4 July 2008 The
Company operates a Divdend Re Investrnent Plan {DRIP) Further detalls on the operation of the DRIP are contained within the nohce of the
AGM booket

Share capital
Details of changes to the Campany's share capital dunng the year and the number of Ordinary shares in issue at the year end are detaled
n Note 27 to the financial statements

Substantial Interests in share capital
As at 16 May 2008 the Company has been notified of the following sgnficant holdings of voting nghts in s shares under the Disclosure
and Transparency Rules

Number of Ordinary shares of 2 5p each % of share capital
Fidelty Intermatonal Limited 10065118 318%
Legal & General Group PLC 12,753,391 403%
Mrabaud Investment Managerment Umited 15 673,517 4 95%

In June 2004 the Company commenced a share buyback programme wiich has continued pursuant to the renewed authonty given by
shareholders at the AGM in 2007 Dunng the year to 31 March 2008 there have been no further purchases by the Company of MITIE shares
The exact amount and timing of future purchases will be determined by the Company and will be dependent on market condions and
other factars It s the Company’s present ntention to cancel any shares it buys back, rather than hold therm n freasury but this policy will be
reviewed on a case by case bass Further detais on the proposed renewal of powers for share buyback and the allotment of shares in the
Company are provided i the notice of the AGM booklet

Rights and reshrictions attaching to shares

Under the Company's Aricles of Association holders of Ordindary shares are eniifled to paricsate in any dividends pro rata to ther holding
The Board may propose and pay Intenm dividends and recommend a final dvidend for approvat by the shareholders at the AGM A final
dividend may be declared by the shareholders In a general meeting by ordinary resolution but such dividend cannot exceed the amount
recomrended by the Board The Company's Articles of Association contain vanous provisions relatng to voting nghts aftachmg to Ordinary
shares and restnctions on the transfer of Ordinary shares which are inline with standord administrative practice No person holds secunhies n
the Company camying special nghts with regards to control of the Campany and the Company s not aware of any agreement between ifs
shareholders that may result in restnchons on the fransfer of shares

Board of Directors

The membership of the Board as af 31 March 2008 and biegraphical detais of the Directors (including detals of committee charmanships
and other posiions held) are given on page 48 The nohce of the AGM bookiet contains details of those Directors who are refinng by
rotahon and proposed for re-elechon The Board considers that the performance of those Directors proposed for re-elechon conhnues to
be effective and that they demonstrate a sirong comritment to thewr role

On 19 May 2008 David Ord announced his intention fo retire from his role as Charman and as a Drector of the Company and Cullum
MeAlpine announced his intention to retire from s role as Chairman of the Audit Committee Serior Independent Non Executve Director
{$ID) and as a Drector of the Compary These retrements will be effective on the conclusion of the AGM on 31 July 2008 and Reger
Matthews will thereupon assume the role of Charman With effect from the conclusion of the AGM David Jenkins will become Chairman

of the Audit Committee Roger Matthews wil become Chairman of the Nomination Committee, and David Jenkins wil become Senior
Independent Non Executive Director Further details on the selechion process in respect of these appointments ore provided In the corporate
govemance statement Dunng the year Caolin Acheson and Colin Hale stepped down as Executive Directors of the Company

Directors’ interests
Detais of the beneficial and non beneficial inferests (iIncluding share options) of each Drector and connected persons in the Orchinary share
caprtal of the Company are provided in the remuneration report
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Directors’ report
continued

Directors’ indemnifies

The Company mantains Directors’ and officers’ iabilty insurance providing appropnate cover for any legal achon brought against its
Drrectors and/or officers The 2007 AGM approved vanous amendments to the Memorandum and Arficles of Associahon of the Company
to extend the protection provided to Directors nrespect of any iigation aganst Directors relating to ther posiion as a Drector of the
Company These changes were made possible by recent amendments to company law The amended Memorandum and Arficles of
Associahon speciically prowde that the Company may indemnify Drectors against any lability ncured in connection with any negligence
default, breach of duty or breach of frust in relation to the Company and that the Comparny may fund defence costs Indmvdual Directors
would stil be hable to pay damages awarded to the Company in any achon aganst them by the Company and o repay iher defence
cosis {to the extent funded by the Company) If thew defence was unsuccessful

Going concem

After making enguines, the Directors have formed a judgement that as at the date of approving the financial staterments, there

a reasonable expectation that the Group and the Company have adequate resources to confinue In operational exstence for the
foreseeable future For this reason the Directors confinue 1o adopt the gong concem basis in prepanng the accounts

Statement of Directors' responsibilities in respect of the accounts

The Directors are responsible for prepanng the Annual Report and the financial statements The Directors are required to prepare the financial
statements for the Group in accordance with Intemational Anancial Reporing Standards as adopted by the EU (IFRS] and have chosen to
prepare Company financial statements in accordance with United Kingdom Generally Accepted Accounting Practice {UK GAAP)

In the case of Internahional Finanaial Reporiing Standards {IFRS) accounts International Accounting Standard | requires that financial
statements present fairty for each financial year the Company's financial position, financial perfarmance and cash flows This requires the
farthful representation of the effects of transachons other events and condihons in accordance with the definhons and recoegrihon cntena
for assets, labiihes, ncome and expenses set out n the Intemational Accountmg Standards Soard's ‘Framework for she Preparation and
Presertation of Financial Statements’ In virually all crcumstances o far presentahon will be achieved by compliance with IFRS where
applicable The Directors are dlso required to properly select and apply accounting polcies present information including accounting
policies, in a manner thot provides relevant refiable, comparable and understandable nformahon and, provide addihonal disclosures
when compliance with the specific IFRS reguirements is nsufiicient 1o enable users fo understand the mpact of parhicular fransachons, other
events and condrtions on the enhity's financial postion and financial performance

In the case of UK GAAP accounts the Directors are requred to prepare financial statements for each financial year which give a frue
and far view of the state of affairs of the Company and of the profit or loss of the Company for that penod In prepanng these financial
statements, the Directors are required to select suitable accounting policies and then apply them consstentty make judgements and
eshmates that are reasanable and prudent and, state whether applicable accounting standards have been followed subject fo any
matenal departures disclosed and explaned in the financial statements

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any fime the financial
pastion of the Company safeguarding the assels taking reasonable steps for the preveniion and detechon of froud and other wegulanhes,
and the preparation of a Drectors’ report and Directors’ remuneration report which compty with the requirements of the Companies Act 1985

The Drectors are dlso responsible for the mantenance and integnty of the Comparny website Financial statements published by the
Company on this website are prepared in accerdance with UK legsiation which may differ from legiskation in other junsdictions

To the best of each Drector's knowledge the financial staternents prepared in accordance with IFRS and contained wathun this Annual
Report and Accounts, give a true and far view of the assets, iabihes financial posiion and profit or loss of the Group and the undertakings
included in the consolidation taken as a whole, and the management report, which is incorporated mto the Directors’ report Includes o
far review of the development and performance of the busness and the position of the Company and the undertakings included in the
consolidation iaken as a whole together with the descnption of the prncipal nsks and uncertainhes they face

Auditors and disclosure of informafion fo the audilors
Each of the Directers in office as of the date of approval of this Annual Report confimms that

« So far as they are gware, there 1s no relevant audit Information (being information required by the audrtors m the preparation of ther
report] of which the Company's auditors are unaware, and

« They nave each taken all the steps that he/she ought fo have taken asa Drector to make himself/herself aware of any relevant audit
mfarmation and 1o establish that the Company's auditors are aware of such inforrmathon

Deloitte & Touche LLP have expressed ther willngness fo continue in office as audifors and the resclution fo reappoint them will be proposed
at the forthcoming AGM

Events after the balance sheet date
There have not been any significant events since the balkance sheet date

Financial insfruments

The Group's financidl Instruments compmse bank loans, finance leases overdrafts and performance guarantees The pincipdl purpose
of these i to raise funds for general corporate purpeses In addrfion, vanous other financial Instruments such as trade credttors and frade
debtors anse from ifs frade The use of nterest rate swaps and curency swaps will be used fo manage interest and curency nsk when
necessary or matenal

Payment of creditors
The Group's policy s to comply with the terms of payment agreed with suppliers Where terms are not negotated the Group endeavours to
adhere to the suppliers' standard terms At 31 March 2008 the Group had 47 days' purchases outstanding {2007 48 days)
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Employee involvement, disability and opportunihes

The Board remains committed to developing further a cutture that encourages the inclusion and diversity of all of the Group’s ermployees
through respecting and appreciating therr differences, and to promoting the continuous development of employees trrough skils
enhancement and traning programmes The Group's employment policies are designed to attract retain tran and motvate the very best
people recognising that this can be achieved only through offenng equal opportunies regardless of gender, race religion age, disability
or any ofher aspect of diversity It 1s the policy of the Group that the fraining. career development and promohon of disabled persons
should, as far as reasonably possible, be idenfical fo that of other employees

Communication with employees continues to have a high prionty The Company maintains @ group wide infranet site and delivers
brannual publications to all employees Through the use of ther own communicahion processes each of the Group's businesses is
encouraged to ensure that employees are kept mformed on Group and indvidual business developments

Employees reman actively involved in the Group's activiies via an emplayee forum This yeor the forum held two meetings chared by
Ruby McGregor Smith We look forward fo an increase in nvolvement and actvty of our company representatives

Equily incentivisation of employees

The Board remains committed to fostenng and developing a culture of equity Involvement whereby employees should be encouraged

to buld a stake in the Company through the Company's vanous equity based incentive schemes The Board believes that i 15 this cubure

of equity mvolvement that has diven the Group's growth performance and that it assists n atfracting and refaining skilled and committed
employees Dunng the year, and as approved at the 2007 AGM the Group has iImplemented the Long Term Incentive Plan (LTIP) to
Incentivise and reward senior members of the MITE management team ond has made adjustments to the discretionary [those not open to
all employees} executive Share Ophion Scheme (ESOS) to simplfy the Incentive effect for employees below Board level The Board is seeking
shareholder approval at the AGM for a change to the Group's Savings Relased Share Option Scheme [SAYE} to reduce the savings contract
penod from five years fo three years The Board beleves that thiss in lne with general market prachce and will make the scheme more
atfrachve to, and should Increase uptake of the scheme by, MITIE's employees

The Group has histonically grown by givng entreprensunal managers the opportunity to create wealth for themselves by taking the nsk

of starting a new business, taking equity stakes at far value In those new businesses In conunchon with MITIE and then dependentona
pre agreed preing struciure, offenng to sell that stake to MITIE In exchange for MITIE shares This Incentivisation scheme typically provides
for such managers to elect to offer therr stake in ther business to MITIE between the fifth and tenth years from the date of establshment of
the business Recipients of shares under ftus Incenfivisation scheme are generally restncted from seling the MITIE shares for a rminimum of
two years The Board beheves that fhis s g unique business model that has daven MITIE's past performance and confinues to ensure a close
alignment in interest between MITIE shareholders and the management and employees of the Group Dunng the reporiing penod the
Group further expanded its use of this ncenfivisation scheme through the restructunng and recapitalsgtion of the Group's Secunty business
and through the start-up of the Client Serices business it s the Board's curent nfent to confinue to viilise this mcenivsation scheme

Donglions

Charrtable donations were made dunng the year {amounting fo £106,850 {2007 £114,650]) to chanties serving the commurnihes in which
the Group operates As a matter of policy, no poltcal coninbutions were rnade dunng the vear (2007 £nil) The total value of community
nvestment as disclosed in more detad In our CR Report 2008 was £592,132 {2007 £611 834)

Hechronic communicalions

The Directors remain committed to improving and extending the methods in which the Company communtcates with its shareholders and
wish fo move towards an increase In elecironic communicahon At the 2007 AGM shareholders approved certan amendments which
digned the Company's Arficles of Association with the new provisions of the Companies Act 2006 nrelation fo electronic shareholder
communications The Board has been dsappointed with the level of uptake by shareholders to date and would wish to encourage all
shareholders to 'opt In' to electronic communications - thus realising the envronmental and cost benefits of reduced pnnfing and comage
of hard copy reports and other communicattons

AGM
The notce of the AGM to be held on 31 July 2008 15 given, together with explanatory notes, in the booklet which accompanies this
Annual Report

Basis of report

This Drectors' report (fogether with the other sechons of this Annual Report ncorporated by reference} has been prepared and 1s publshed
In accordance with and in reliance upon, appicable English company kaw and the liabilihes of the Directors In relation fo this report are
subject to the mitations provided by such law

By order of the Board

Q@LJ AU

Richard Allan
Company Secretary

19 May 2008
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Directors’ remuneration report

Introduction

This rerrunerahon repor summanses the Company's rermuneration policy and particutarty, its applicaton in relation to the Directors

The report descnbes how the Company apples the panciples of good corporate governance In relahon o Directors’ remuneration in
accordance with the Combined Code 2006 the Drectors’ Remuneration Report Regulahans 2002, relevant company law ond the Lishng
Rules of fhe Financial Services Authomty The Company's auditors are required to report on certain sections of this report {the ‘audited
information') and to state If the report has been propery prepared n accordance with these regulations Sharehoiders will be provided with
an opportunity to vote on this remuneration report at the forthcoming AGM Further detalls are contaned in the notice of AGM booklet that
accompanies this report

Shareholder approval will alse be sought at the AGM for two changes in the Company's exishing equity based employee incentive
schemes The first s @ change to the maxmum grant level of awards under the Long Term Incentive Plan {LTIP) The secand areduchonin
the contract penod under the all-employee MIME Group PLC 2001 Savings Related Share Ophon Scheme, known s the Save As You Eamn
[SAYE] Scheme, from five years to three years Detaik of these schemes are set out below and specific details of the proposed changes are
set out in the nohce of AGM booklet that accomparues this report

Part 1 information not subject to audit

Remunerahon Committee

The Rermuneration Committee [the committee) has responsibility for determining the remuneration packages of the Executive Directors It
s alsa responsible for overseeing the operation of all equity based employee incentive schemes operated by the Company The terms of
reference of the committee are avaiable on the Group's website (www mitie co uk) and upon request

Dunng the year the members of the committee were Ishbel Macpherson {Charman) David Jenking, Graeme Potts and Cullum McAlpine
Certain decisions affecting Group remuneration policy were taken dunng the penod immediately pnor to the reporhing penocd when S John
Jennings was a member of the commitiee S John Jennmgs retred on 30 March 2007 and Graeme Potts was apponted a member on 30
March 2007 in his place All members of the committee are independent Non-Executive Directors By invitation of the committee meetngs
may also be attended by David Ord, Roger Matthews and Ruby McGregor Smith

Dunng the year, the committee was advised by New Bndge Street Consultants LLP in relation to the infroduction of the 2007 LTIP In
Novarmber 2007 the committee engaged the serces of Kepler Associates to assist with areview of executive remuneration policy
{including the remuneraton of Executive Drrectors] and to review the LTIP and SAYE schernes The proposed changes to these schemes are
the resulf of this review Other than remuneration advice, neither New Bridge Street Consultants LLP nor Kepler Associates provided any other
services to the Cormpany

Remuneration policy

The remuneration policy for the Company's Executive Directors and other Group seruor executives s shaped by the need to recnut, retain
and mohvate indmduals of the nght calibre The policy also has regard to the Company's and the Group's culture which encourages equity
ownership n order to maximise the aignment between the Company's executives and 1ts shareholders and is a long standing feature of the
Group's executive remuneration siructures The committee, and the Board confinues to believe that the pnnciple of equity ncentivisation
has been a key dmving force In the past success of the Group Corsequently in order to maintan and develop further MITIE's performaonce
culture, the remunerahion packages of Executive Directors and other Group execuiives should contnue fo contain significant performance
related elements

Chairman's remuneration

The remuneration for the Charman David Ord s recommended by the committes for approval by the: Board The level of remuneration
for the Charman reflects the responsibiihes and commitrment of ths role and was reviewed dunng the year foliowing receipt of advice from
New Bndge Street Consultants LLP i relabion fo market comparators

Non Execuhve Director remuneration

The fees for the Non Executve Drectors are set by the Charman and the Executive Directors and they are reviewed annually The fee level
55 designed both to recognise the contnbution and respansibiiies of the role and to attract mdmduals with the leveks of expenence and
skills required fo coninbute to the future development of the Board and the Group The Non Executive Drectors are paid a basc fee with
an additional fee for charmanship of commuttees, together with expenses Incured In camyng out ther duties on behalf of the Company
Non Executive Directors are not elgible to participate in any of the Company's schemes or the annual bonus scheme nor do they recenve
pensions or ancilary benefits Further detais of fees pad to Non-Executive Drectors are provided in the audited sechon of this report

Executive Directors’' remuneration
Overdl policy

The comrittee has dunng the year, further reviewed iis policy In respect of remuneration for Executive Directors Kepler Associates were
engaged to assistin this process The changes proposed to the LIP scheme {as set out in greater detail below and in the notice of AGM
booklet accompanying this report] will enabile the Company to provide an Executive Director remuneration package that 1s maore strongly
weighted towards share based incenfives - reinforcing the nk between the nterests of Executive Drectors and those of the shareholders
The overal package for Executive Directors consists of salary an annud performance-ekated bonus, long-term equity based incenfives
pension coninbutions and other benefits The commiitee has continued its policy of providing a remunerchion siructure with a strong
vanable performanceelated elernent There are two key components of vanable remuneration the annual performance-related cash
borus and the perfarmanceselated TP The committee beleves that where the Executive Drectors receve remuneration packages ot
or above the median of an appropnate Group of comparator companies. this appropnately reflects the relative outperformance of MITIE
when compared wath such sector and sze comparator companies

Salary and benefits

salanes for Executive Directors are reviewed annually and any change 1o salary 1s generally made with effect from 1 Apnl Kepler Assocates
advised the committee during the year on a formal benchmarking process in respect of Executive Drrector pay which fock account of
pay levels n sector and size comparator companies The committee also took account of a range of cther factors when determining
appropnate salary levels ncluding market condons and the responsibilities and skills of the Indmdual Directors Detals of the salanes of the
Executive Directors dunng the year, fogether with the details of and value of other ernoluments and benefits are given below
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Annual bonus scherne

The annual bonus schemes for Executive Directors i respect of the reporfing penod were designed to enable the Executive Directors fo
share n the success of MITE and, where relevant, the divisions for which the Executive Drrector s responsible  All the Executive Drectors
have a maamum annuet bonus potenhal of 100% of salary The bonuses payable to Ruby McGregor Smith and Suzanne Baxter for the
year were based on the achieverment of Group budgeted performance levels The bonuses payable to the other Executive Drectors
were calculated on the bass of 50% of therr bonus being dependent on the achievement of Group budgeted performance levels and
50% being calculated on the perfarmance aganst budget of the respective areas of the Group's business within each individual Drector's
direct confrol The profitabiiity performance targets for the year were delvered and as a result maximum awards under the scheme were
paid to the Executive Directors

Service confracts and terms
Charman and Non Executive Drectors

The Non Executive Drrectors and the Charman are engaged for terms of three years which are terminable on six months’ notice

Dute of agreement Notice penod Date of leaving

David Ord 26 Apnl 2004 & months Dawd Ord has announced his
ntention to retre on 31 July 2008

lan Stewart! 30 March 2007 & months -

Dowd Jenkins®@ 31 January 2006 é months -

Cullum McAlpine® 3 August 2005 & months Cullurn McAlpine has announced his
intention 1o retre on 31 July 2008

lshbel Macphersont 27 July 2005 6 monihs -

Roger Matthews 4 December 2006 & months -

Graeme Potts 1 August 2006 & months -

I |an Stewart was apponted Non-Executive Deputy Chairman on 30 March 2007 having praviously held the postion of Chief Executive
2 Charman of the Nominghon Committee

" Charman of the Audit Commiftee

W Charman of the Remuneration Committee

Executve Directors

All the Executive Directors have roling service contracts which provide for a maximum of 12 months nohice from ether party There are no
provisions for cormpersaton on terrmination of employrnent set out within the confracts of the Bxecutive Drectors The dates of the confracts
of the Executive Directors are set out below

Date of ogreement Notice penod Date of resignation
Ruby McGregor Smith 1 Apnl 2003 12 months -
Suzanne Baxier 10 Apnl 2006 12 months -
Roger Goodman 1 Apnl 2003 12 months -
Bill Robson 1 Apnl 2003 12 months -
Colin Acheson'! 1 Apri 2003 12 months 3 October 2007
Colin Hole!V } Apnl 2003 12 months 14 January 2008

1 Coln Acheson and Colin Hale cecsed 1o be Directors of the Company on the dates indicated

Equity based incentive schemes

The Group cperates three equity based incentive schemes from which awards can be made The Long Term Incentive Plan {LTIP) targeted
at Executive Drectors and other senior executives and the MITIE Group PLC 2001 Executive Share Ophon Scheme {ESOS) are both
discretionary schemes and therefore not open fo all employees of the Group The SAYE, an Inland Revenue approved scheme, 1s open

o all our UX employees

LTP

The LTIP was established in 2007 and s the pincipdl equity based incenfive scheme for Executive Drectors Awards may be granted in

ihe form of nil cost ophons, condmonal shares or forfetable shares The commtfee s exarminng the possibility of granting awards using
combination of these award types The committee may also decide to grant cash based awards of an equivalent value to share based
awards or fo sahsfy share-based awards in cash, alfnough it does not curently Intend to do so An award may not be granted after 26 July
2017 No payment (other than in respect of ndividual recipients electing fo pay ncome tax where appropnate) 1 required for the grant of
an award Awards are not iransferable except on death and are not pensionable

Awards will normally vest after three years prowded that certan performance cntena have been met The LTIP awards made in 2007

are subject to performance condihons that require odjusted eamings per share {EPS) less inflafion (measured by the retal pnces index

- RP1), to exceed certain performance thresholds over a three year penod Where EPS growth is less than infiation plus 5% per annum

none of the awards will vest Awards vest in full for EPS growth equal to nfiation plus 14% per annum Vesting wil be on a siraight line basis
for performance between these levels Following advice from New Bnclge Street Consulfants LLP and a consultation exercise with the
Company's pnncieal shareholders in 2007 the commitee determined and contnues fo believe that EPS 15 the most appropnate long-term
performance measure for MITIE I brngs the advantages of smplicity and visibiity of the value of the award which the committee believes
enhances the LTIP's effectiveness as anincentive toal In the event of a change-of-control awards will be pro-rated both for tme and
performance, subject to the discretion of the committee
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Directors remuneration report
continued

Cumently an individual mary not ordinarily receive awards in any financial year over shares having @ market value in excess of 100% of annual
base salary in that financial year In exceptional crcurmsiances, such as recrutment of retention, the rules curently allow for ths hmit to be
Increased to 200% of any employee’s annual base salary It s proposed that the threshold in respect of annual grants s amended o 200% to
aliow certain Executive Directors, who have not otherwise had the opportunity, a greater possibiity to build shareholdings in the Company,
subject to the satsfachon of stretching performance targets As part of its review of the LTIF. the committee considered the miroduction of

a second perfermance target for awards of over 100% of an Executive Drrector's base salary The committee decided aganst this believing
1t wouild dilute the clanty and smplicity of the scheme, and that a single target is more in keeping with the other successiul equity based
incendive schernes that operate within the Group 1t 15 also proposed to ncrecse the moamum award in exceptional crcumstances to 250%
of base sakary The 2008 notice of AGM booklet accompanying this report contains further details of these proposed amendmernts

Further details of the LTIP were provided in the 2007 notce of AGM booklet {avalable n the Investor sechon of the MITIE website at
www mitie ¢co uk])

ESOS

The current ESOS was established in 2001 The scheme has been approved by Her Majesty's Revenue and Customns [HMRC} and options
over shares to an individual imit of £30 000 can be awarded under the approved element of the scheme Options have in the paost been
awardad under this scheme to Executve Directors but, following the nroduction of the LTIP it s Infended that the ESOS will be focused on
employees below mam Board level The committee does not curently Intend to make any further awards under the ESOS to Executive
Directors or to other paricipants in the LTIP There s a imit on the grant level set at 100% of anindvidual’s base salary and the scheme has,
following changes fo the scheme approved by shareholders at fhe 2007 AGM a single performance threshold for vesting of the ophons —
average growth in eamings per share over the three year vesting penod must exceed inflation {measured as RPI) plus 4% The scheme
permits the grant of share appreciation nghts and the setflement of outstanding unapproved ophons with share appreciation nghts

SAYE

The cumment MITIE Group PLC Savings Related Share Ophon Scheme {SAYE) was established in 2001 The SAYE s open to ol qualifyng
employees within the MITIE Group Including Executive Directors HMRC rules resinct the maxmum amount saved to £250 per month When
the savings contract is started options are granted to acqure the number of shares that the fotal savings wil be when the coniract matures,
at a dscounted pnce set at the start of the scheme In 2007 this discount was set at 13 5% The scheme cumently provides that the savings
scheme waill run for and opthons cannot normaly be exercised before, five years The committee s concemed that take up of the SAYE
should be improved and the lapse rate reduced, and accordingly 1t 15 proposing that shareholders agree an amendment fo the scheme
rules to provide for a lesser savings confroct penod and ophon exercie penod of three years The notce of AGM bookiet accompanyng
this report contans further details of the proposed amendments to the SAYE

Diuhion hmits

For histonc reasons the Schemes' rules have incomporated imitations on the grant of equity based incentives which exceed the ABI
gudelines These imitations have histancally been that the Company will noi issue In any fen year penod more than 12% of the issued
Ordinary share capital of the Company in respect of equity based ;ncentive schemes {both al-employee schemes and discretionary
schemes), and more than é% of the issued Ordinary share capital of the Company n respect of discretionary eguity based incentive
schemes However the Company will endeavour to keep within the best practice ABl guidelines of 10% of ssued Ordinary share capital

in respect of both ol employee schermes and discretionary schemes {the ESOS LTIP and SAYE) and 5% in respect of discretionary schemes
{the ESOS and the LTIP] In calculatng compliance with these guidelines the Company allocates avalable ‘headroom’ on a fen year fiat
line basis making adusiments for projected lapse rates and projected increases in issued share capital As at 31 March 2008 the potenhal
diution of the Company's ssued share capital was equal to 6 2% of the ssued share capital In respect of all outstanding ophicns granted
under the Company’s equify based incentive schemes (which will be satsfied through the dllotment of new shares) and 3 0% of the issued
share capital n respect of all outstanding options granted under the Company’s discretonary eguity based incentive schemes [which wili
be satsfied through the allotment of new shares)

Shareholding policy

A shareholding policy for Executive Drectors was introduced in 2007 at the same hme as the LTIP Under the cument policy all Executive
Drectors are required to buld and maintan o shareholding In the Company worth 100% of base salary The commitiee recognises that the
prncipal mecharism for bulding up this holding will be on the exercise of LIP awards and accordingly, until such fime as the shareholding
requirement s met Executive Directors wal be expected to retain no fewer than 50% of shares {net of taxes) that vest under the LTIP

In view of the proposal fo increase the maximum level of LTIP award {as set out above] the cormrmiftee has deemed 1t appropnate to
Increase the level of shares required to be held by any Executive Director who 15 granted an LTIP award of more than 100% of therr base
salary to a level equivalent to 150% of base satary

The level of Sxecutive Director share ownership as at 31 March 2008 expressed as a percentoge of base salary s set out n the share
ownership fable below

Policy on extemal appoiniments

The Board recognises that the appointment of Executive Directors to Non Executive positions at other companies can be beneficial both for
the Individual Director and the wider Group through the broadening of therr expenence and knowledge Individuai Drectors retain therr fees
in respect of any such appontments Roger Goodman receves £25 000 per annum in fees in respect of his role as Charman of Networkers
intematonal plc Ruby McGregor Smith receives £43,000 per annumm in fees Inrespect of herrole as a Non Executive Drector of Michael
Page International plc
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Total shareholder retum performance graph

The graph below shows the value of £100 iInvested in MITIE shares on 1 Apnl 2003 and ending on 31 March 2008 compared with £100
invested in the FTSE 250 Index and the FTSE 350 Support Services Index on the same date [assuming that all dvidends are reinvested) The
other points are the values at ntervening financial year ands The committee 15 of the opinion that these comparators provide a clear
picture of the performance of MITIE relative to a range of companies of comparable size as well as a specific Group of companies within
the same sector

Total Shareholder Returns (rebased to 100)

Source Datastream

The market once of the Company's shares as at 31 March 2008 was 242 00p The highest and lowest prices dunng the year were 287 00p
and 223 25p respectively

Part 2 agudiled information

Directors’ remuneration

The table below provides detfails of Drectors' remunerafion paid to or recevable by each person who served as o Director at any tme
dunng the year

Performance
Base reiated 2008 2007
salary/fees bonuses Benefis Pensions Total Total
£'000 £'000 £'000 £'000 £'000 £000
Execuhve Directors
R McGregor Smith 370 370 18 11 769 &07
S Baxter 260 260 16 35 5N 4346
N R Goadman 240 240 7] 1 507 489
W Robson 240 240 14 " 507 437
C § Achesonl! 115 - 8 é 129 368
C S Hale® 200 240 16 33 A8% 505
Non Executive Directors
D € Ord {Charman)® 121 - - - 21 %0
IR Stewart!4 75 - - - 75 &95
DS Jenkins 45 - - - 45 40
C McAlpine 45 - - - 45 29
| J § Macpherson 45 - - - 45 45
R Matthews 40 - - - 40 13
G Potts 40 - - - 40 27
Total 1,834 1,350 90 107 3,383 3,781

M Colin Acheson resigined as a Director an 3 October 2007

@ Colin Hale resigned as a Director on 14 January 2008 He was paid base saiary unthl 31 January 2008 his 2007/08 bonus enttlement of £240 000w full an
addhonal terrmination payment of £238 750 and @ lump sum pension contnbution of £24 000 condttional upon his own contnbution of £18 000 to the scheme

® David Ordl's fee ncreased to £140 000 with effect from 26 July 2007 folowing o market testing review by New Bndge Street Consultants LLP

1 Jan Stewarl receved an addiional payment of £35 000 m respect of consultancy services provided to the Company {following his retrement as Chief
Executve and o support the transfer of the role to Ruby McGregor Smith
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Directors’ remuneration report

continued
Pensions table
The pension benefit of Directors who are members of the MITIE Group PLE defined benefit pension scheme is set out below
Increase In
Accrued accrued Redl Accrued
pension pension Increqse pension
31 March dunng  Inaccrued 31 March
2007 the year pensich 2008
£'000 £'000 £'000 £'000
R McGregor Smith 7 2 2 g
N R Goodman 22 2 1 24
W Robson 24 2 1 28
C § Acheson” 38 3 1 |
C S Hale® 15 2 1 17

1 Colin Acheson resigned as a Drector on 3 October 2007

@ Coin Hale resigned as a Director oni4 January 2008 A final caninbution of £24 000 was pard by the Company conditicnal upen his own contribution

of £18 000 to the scheme

The following table setfs out the transfer values of the Drectors' accrued benefits under the defined benefit pension scheme calculated

In a manner consistent with refirement benefit schemes

Transfer value

of pension

increqse
Transfer Increase in [after Transfer
values Contnbutions accrued infiation valuve
31 March made by  pension over net of 31 March
2007 the Drector the year confbuhons) 2008
£'000 £'000 £'000 £'000 £'000
R McGregor Smith 53 8 2 1 57
N R Goodman 358 8 2 12 389
W Rabson 3460 8 2 8 357
C § Acheson 506 8 3 505
C S Hale? 161 25 4 27 202

M Colin Acheson resigned as a Director on 3 October 2007
1 Coln Hale resigned ¢s o Drector onl4 Junuary 2008

The franster values disclosed above do not represent a surm paid or payable to the indrvidual Director Instead they represent a potential

ligbuty of the scheme

suzanne Baxter s not a member of the MITIE Group PLC Defined Benefit Pension Scheme as the Schemne was closed to new entrants in
2005 Pension contnbutions for Suzanne Baxter ot a rate of 13 5% of base salary (2007 13 5%) are pad nto a separate defined contnbution

pension schemes
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Directors’ inferests in shares and share opfions
Share ownership

The beneficial Interests of the Drectors who were in office on 31 March 2008 in the share capital of the Company are as shown below

t Apnl 2007
Share or if ioter date of
ownership 31 March 2008 appointment
as 7% of base Ordinary shares Orchnary shares
salary as at of 25p of 2 5p
31 March 2008 Number Number
Executive Directors
R McGregor Smith &9% 111,498 88012
S Baxter % 10,000 10,000
N R Goodrman 829% 872,108 1237.213
W Robson 1,426% 1,500,713 1,500,713
Non Execulive Directors
D C Ord 244,451 222 761
\R Stewart 2,020,000 3,020 000
D § Jenkins 50,000 50000
C McAlpine 40,000 40 0600
| J § Macpherson 25,651 25 451
R Matthews 20,000 20,000
G Potts 15,000 15,000
Drrectors also had beneficial interests n the share capital of the following subsidiary comparnies
31 March 2008 1 Apnl 2007
Number Number
R McGregor Smith
MITIE Catenng Services {London}) Lt B Ordinary shares of £1 each - 5000
MITIE Engineenng Semvices (Edinburgh) Ltd B Ordinarry shares of £1 each 2,000 2,000
MITIE Engineenng Services [North East) Lid B Qrdinary shares of £1 each - 1500
MITIE Engineenng Services {West Midiands) Lid B Ordinary shares of £1 each 1,500 1500
MITIE Secunty (South West) Lid B Ordinary shares of £1 each - 3200
MITIE Services [Retail) Lid B Ordinary shares of £1 each 10,000 10000
MITIE Transport Services Ltd C Orcdinary shares of £1 each 4,500 4500
N R Goodman
MITIE Catenng Services Lid B Ordinary shares of £1 each 8,333 8333

On 31 March 2008 MITE Group PLC acgured the rinomty interest |
Smitn's holding of 5000 B Ordinary shares of £1 each The considerahion paid o Ruby McGregor Smith of £13

n MITIE Catenng Serces (London] Lmited including Ruby McGregor
000 was pad in cash

On 20 December 2007, MITIE Group PLC acquired the minonty interest n MITIE Engineenng Services [North East) bmited including Ruby
McGregor Smith's holding of 1,500 B Crdinary shares of £1 each The consideration paid fo Ruby McGreger Smith of £1 was paid in cash

On 24 Septernber 2007, MITE Group PLC acquired the min
Smith's holding of 3 200 B Ordinary shares of £1 each The ©
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Directors’ remuneration report
continued

Execulive share oplion interests
Drectors ako had interests in share opthions as follows

ESOS5 ophons ESOS oplions
outstanding Gronted tapsed Exercised  outstanding Exercise
at 1 Aprl dunng dunng dunng at31 March price
2007 the year the year the year 2008 p Exercisable between
R McGregor Smith
Unapproved scherne 100 000 - - 100,000tV - 127
Unapproved scheme 100,000 - - - 100,000 162 2406 2008 to 24 06 2015
Unapproved scheme 100,000 - - - 100,000 19% 2206 2007 to 2206 2016
§ Baxier
Approved scheme 15,000 - - - 15,000 191 2206 2009 to 2206 2016
Unapproved scheme 35,000 - - - 35,000 191 22062009 to 2206 2014

i The micmarket price of MITIE Ordinary shares on the date of exercise was 2463p per share

The sherre options stated above were granted under the ESOS The performance cntenon for the Scheme that applied af the date of grant
requires a percentage growth in the Cornpany's earnings per share equal to of In excess of 10 0% per annum compound over the penod
from the date of grant of the ophon to the date on which the option first becomes exercsable The performance cntenon selected 15 no
different for the Executive Directors than for any other member of the Scheme No payment was made for the grant of the options and
there have been no vanations 1o the terms and conditions or performance entenon for share options since the grant date The market prce
of Ordinary shares of 2 5p each at 31 March 2008 was 242 00p

Long Term Incentive Plan interests
Drectors also had interests in nil-cost share options granied under the LTIP as follows

LTIP ophons Granted LTIP options

outstanding dunng Lapsed Exercsed  outstanding Exercise

at1Aprl  the yearat dunng dunng ot 31 March Pnce
2007 254 dp/fshare the year the year 2008 o] Exercisable between
R McGregor Smith - 145,440 - - 145,440 Nilcost  July 2010 July 2011
§ Baxter - 102 201 - - 102,201 Nilcost  July2010  July 2011
N R Goodman - 94,340 - - 74,340 Nicost  July2010  July 2011
W Robson - 94 340 - - 94,340 Nicost  July2010  July 2011
C S Hale - 94 340 62,894 31,4460 - Nicost  July2010  July 2011

I Colin Hale resigned as a Director on 14 January 2008 1t wass getermined that n applying the LTIP scheme rules 31 444 shares vested upon sermmnation with the
balance of &2 894 share options lapsng The mid-market pnce of MIME Ordinary shares on the dote of exercise was 257 75p per share

Other than cs stated above no other changes n Directors' interests have taken place since 1 Apnl 2008 and no equity based incentives
have been granted to any Director snce 1 Apnl 2008

This report was approved by the Board and has been signed onits behalf by

Ishbel Macpherson
Charman Remuneration Committe

19 May 2008
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Independent auditors’ report to the members of MITIE Group PLC

We have audited the group financial siatements of MME Group
PLC for the year ended 31 March 2008 which compnse the
Consolidated income statement, the Consolidated balance sheet,
the Consolidated cash flow statement, the Consolidated statement
of recognised Income and expense and the related Notfes 1 fo

36 These group financial statements have been prepared under
the accounting policies set out therein We have also audifed the
information in the Directors’ rermuneration report that s descnbed
as having been audited

We have reported separately on the parent cormpany financial
statements of MITIE Group PLC for the year ended 31 March 2008

This report 1Is made solely to the company's members as a body,

in accordance with sechion 235 of the Comparies Act 1985 Our
audit work has been undertaken so that we might state to the
company's members those maters we are required to stafe fo
therm in an auditors’ report and for no other purpase To the fullest
extent permitted by low we do not accept or assume responsibility
to anyone other than the company and the company's members
as a body, for our audit work, for this report or for the opinions we
have formed

Respechive responsibiifies of directors and audilors

The drectors' responsibilities for prepanng the Annual Report, the
Drrectors' remuneration report and the group financial statements
n accordance with applicable law and Infemational Ainancial
Reporting Standards (IFRSs) as adopted by the European Union
are sat out In the Statement of drrectors’ responsibibies

Our resporsibilty 15 to audit the group financial statements in
accordance with relevant legal and regulatory requirements
and Intemational $tandards an Audiing (UK and Ireland)

we report to you our opinion as to whether the group financial
statements give a frue and far view whether the group financicl
statements have been property prepared in accordance with

the Companies Act 1985 and Article 4 of the |AS Regulation and
whether the part of the Directors’ remunerahon report descnbed as
having been audrted has been property prepared in accordance
with the Companies Act 1985 We alsc report fo you whether in our
opinion the informathon given in the Directors’ report 5 consistent
with the group financial statements The nformation given in the
Drectors’ report includes that specriic mformation presented in the
Charman's statement, the Chief Executive’s review the Operating
review, the Anancial review and the Comorate governance
statement that is cross refered from the Business review sechon

of the Drectors' report

In addition we report fo you i, In our opinion, we have not receved
all the mformaton and explanations we require for our audt, or f
nformation specified by law regarding Drectors' remunerchion and
other frarsacthons is not disclosed

We review whether the corporate governance statement reflects
the company's compliance with the nine provisions of the 2006
Combined Code specified for our review by the Lishng Rules of

the Financial Seraces Authonty, and we report if It dees not We

are not required to consider whether the Board's statements on
internal control cover all msks and controks, or form an opinion on the
effectiveness of the group’s camporate governance procedures or
its nsk ond control procedures

Wae read the other iInforrmaton confained i the Annual Report

as descnbed in the contents section and consider whether it

1s consistent with the audited group financial statements We
consider the iImplications for our report If we become aware of any
apparent misstaternents or matenal nconsistencies with the group
financial statements Our responsibiliies do not extend to any further
information outside the Annual Report
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Basis of audit opinion

we conducted our audit n accordance with International
Standards on Auditing {UK and freland) ssued by the Audiing
Practices Board An audit includes examinahion, on a test basis,

of evidence relevant to the amounts and disclosures in the group
financial statements and the part of the Directors’ remuneration
report fo be audited 1t also includes an assessment of the significant
estmates and judgements made by the directors in the preparahon
of the group financial statements, and of whether the accounting
policies are appropnate to the group's crcumstances consistently
appled and adequately disclosed

we planned and performed our audit o as to obtain all the
information and explanatons which we considered necessary

In order to provide us with sufficent evidence to give reasonable
assurance that the group financial statements and the part of the
Drectors' remuneration report to be audited are free from matenal
misstaternent, whether caused by fraud or other megulanty or error
In farming our opinion we ako evaluated the overall adeguacy of
the presentation of nformation in the group financial statements
and the part of the Drectors' remuneration report to be audited

Opinion
In our opinicn

« The group financial statements give a true and far view In
accordance with IFRSs as adopted by the European Union of the
state of the group's affairs as at 31 March 2008 and of s profit for
the year then ended

» The group financial statements have been properly prepared In
accordance with the Companies Act 1985 and Article 4 of the
1AS Regulation,

+ The part of the Directors' remunerafion report descnbed as having
been audited has been propery prepared in accordance with
the Companies Act 1985, and

» The information given In the Drectors' report 1s consistent with the
group financial statements

Deloitte & Touche LLP
Chartered Accountanis and Registered Auditors

Bnstol United Kingdom
19 May 2008



Consolidated income statement

For the yoar ended 31 March 2608
2008 2007
Before other Before other
items*  Other tems* Total tems*  Other items* Total
Notes Em Em £m £m £m Em
Continuving operations
Revenue 3 1407 2 - 1,407 2 1,228 8 - 12288
Cost of sales {1.1452) - (11452) (999 8) - (997 8)
[ Gross profit 2620 - 2620 290 - 2290 |
Other administrative expenses {189 8} - {187 8) {162 1) - (167 1)
Amorhsation of Infangible assets - (19 (19) - (18] (16)
] Tolal administrative expenses (187 8} {19} (1M 7) (169 1) {14} (170 m
Operatng profit 34 722 (19} 703 59¢ 14) 583
Investment revenue 6 12 - 12 08 - 08
Other finance costs (28) - (2 8) (25 - (25)
Unwinding of discount on deferred
contingent consideration - {08} {08) - - -
[ Total finance costs 7 {28) 08 (36) {2 5) - {25)]
[ Profit before tax 7046 (27) 479 582 {1 6} 566 ]
Tax 8 21 4) 08 {20 4) n79) 05 (17 4)
L Profit for the year 492 (19) 473 403 (11) 392 |
Attributable to
Equity holders of the parent 4569 19} 450 381 {11 370
Minonty Interests 23 - 23 22 - 22

| 49 2 {19 473 403 1) 392 |
Earnings per share (EPS})
—basic 10 149p {0 8)p 143p 123p 0 4)p 1%
- diluted 10 14 7p (0 8lp 141p 121p 03p 11 8p

* Other tems are non-cash acguisiion related ters being amertisathion of Intangtble assets and unwinding of discount on deferred contingent consideration
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Consolidated statement of recognised income and expense

For the year ended 31 March 2008
2008 2007
Notes im Em
Actuanal gams/(losses) on defined benefit pension schemes 34 68 (47}
Tax [charge)/credit on rems taken directly to equity 28 {20 15
Net income/(expense) recogrised directly in equity 48 {32)
Profit for the year 47 3 392
[ Total recognised income and expense for the financial year 521 350 |
Attnbutable to
Equity holders of the parent 498 338
mMinenty (nferests 23 22
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Consolidated halance sheet

fis 5t 31 March 2008
2008 2007
Notes £m £m
Non cumrent assets
Goodwill n 2033 148 4
Other intangible assets 12 149 29
Property, plant and equipment 13 452 415
Defered tax assets 19 66 77
Refrement benefit surphus 34 99 05
[ Total non cument assets 281 ¢ 2080 |
Cument assefs
Inventones 14 24 79
Trade and other recevables 1) 3144 2728
Cash and cash equivalents 18 426 256
[ Total cument assets 3594 3063 |
[ Total assets 6413 5143 |
Cument liabilihes
Trade and other payables 21 (289 4] (2557)
Financing liabilhes 22 {54 5) {30 9)
Provisions 26 {20} {0 3)
Current tax iabiles {107} 82
[ Total current habillties (354 B) (2951)|
[ Net current assets 24 12|
Non cument iabilihes
Financing habilihes 22 (37) (28)
Provisions 26 {27 2} 8 &)
Retrement! benefit obligation 34 (2 4) -
Defemed tax kabilihes 19 (62) (39)
[ Total non cumrent liablliles (37 5) (15 3)1
[ Totat liabilihes (394 3) (310 4)]
[ Net assets 2450 2039 |
Equity
Share capital 27 79 78
Share premmm account 28 120 166
Merger reserve 28 60 4 549
Revaluation reserve 28 {2} {02)
Capital redemption reserve 28 03 03
Otherreserve 28 01 02
Share based payments reserve 28 29 19
Own shares reserve 28 {20} -
Retained earnings 28 1437 1102
] Equity atiiibutable to equity holders of the parent 2321 M"m7 ]
Minonty interests 129 122
[ Total equity 2450 2039 |
The financial statements were approved by the Board of Directors and authonsed for issue on 19 May 2008 They were signed onits
behalf by
Ruby McGregor Smith Suzanne Baxter
Chief Executive Group Finance Director
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Consolidated cash flow statement

Forthe year ended 31 March 2008
2008 2007
Notes £m £m
Net cash from operating aclivihes 30 581 639
Investng activities
Interest received 11 07
Purchase of property, plant and equipment (17 8) {20 8}
Purchase of subsidiary undertakings {26 9) (39
Purchase of other ntangible assets {6 4} -
Disposals of property, plant and equipment 44 36
[ Net cash outflow from investing activities {45 6) (204)]
Financing aclivities
Repayments of obhgafions under finance leases [V 4) 09
Proceeds on issue of share capital 35 25
Repayments of loan notes on purchase of subsidiary undertakings 80 (10)
Bank loans rased/ repaid) 300 (110)
Purchase of own shares (20) -
Equity dividends paid (17 3} (149)
pinonty dividends paid (03} {02}
[ Net cash inflow/(outflow) from financing 45 (25 5)]
[ Netincrease in cash and cash equivalents 170 180 |
Net cash and cash equivalents at beginning of the year 254 76
[ Net cash and cash equivalents at end of the year 424 254
Net cash and cash equivalents compnse
Cash at bank 424 256
L 424 256 |
2008 2007
rReconchichon of net cash fiow to movement in net debt £m im
Net increase in cosh and cash eqguivalents 170 180
Bank ioans {rased)/repaid {30 Q) 10
Repayments of loan notes on purchase of subsichary undertakings 80 10
lssue of loan notes on acquisihon of subsiciary undertakings {t &) 21
Increase in finance leases [09) {08}
[ Movement in net debt during the year (75) 171 |
Opening net debt Bn {252)
[ Closing net debt 25 (15 6) (81)]
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Notes to the consolidated financial statements

1 Basis of preparation and significant accounting policies
Basis of preparation

The Group's financial statements for the year ended 31 March 2008 are prepared in accordance with International Accounting
Standards [1A$) and Infernational Financial Reporting Standards (IFRS} as issued by the Infernahonal Accounhing Standards Board
and as adopted for use n the European Union

The accounting policies adopted n the preparahion of the consotidated financigl statements are consistent with those followed in the
preparahon of the Group's annual financial statements for the year ended 31 March 2007 except for the adophon of new standards
and interpretations noted below Adoption of these standards and interpretahons did not have any significant effect on the financial
position or performance of the Group

« Amendment ta IAS 1 ‘Preseniation of Financial Statements Caprtal Disclosures’,
« |FRS 7 ‘Anancial Instruments Disclosures’,

« |FRIC 8 'Scope of IFRS 2'

IFRIC ¢ ‘Reassessment of Embedded Denvatives',

IFRIC 10 *Infenm Financial Reporting and Imparment’,

IFRIC 11 ‘IFRS 2 - Group and Treasury Share Transachons' and

Amendment to IAS 23 'Bomowing Costs’

The following standards and inferpretafions have been issued but are not yet effective The Drrectors do not anticipate that the
adoption of these standards and interpretations will have a matenal financial mpact on the Group's financial statements in the
penod of inhial apphication

|FRS 8 'Operating Segments’

IFRIC 12 'Service Concession Amangements’,

IFRIC 13 *Customer Loyally Programmes’

IFRIC 14 ‘1AS 19 Ceting and Minimum Funding Reguirements',

145 1 [Revised) ‘Presentahion of Financial Statements!

1AS 27 (Revised) 'Consolidated and Separate Financial Statements’
IFRS 3 { Revised) ‘Business Combinations’,

Amendment to IFRS 2 ‘Share based Payments’, and

Amendment to 1AS 32 ‘Financiat Instruments Presentation’

Significant accounting policies under IFRS
The significant accounting policies adopted in the preparation of the Group's IFRS financial information are set out below
Basis of consolidation

The consohdated financial statements compnse the financal staterments of MITIE Group PLC and all its subsidianes The fmancial
statermnents of the parent Company and subsidianes are prepared in accordance with UK Generally Accepted Accounting Practhce
{UK GAAP) Adjustments are made in the consolidated accounts fo bang into ine any dissimiar accounting policies that may exst
between UK GAAP and IFRS

Allinter company balances and transactions ncluding unrealised profits ansing from infra group transachons, have been eliminated
in full

subsidianes are consolidated from the date on which control s fransfemed to the Group and cease to be consolidated from the date
on which control is fransfered out of the Group

Interests of mnonty Shareholders are measured at the rminonty’s proporfion of the net far value of the assets liabilities and contingent
labihes recognised

Business combinations

The acqusthon of subsichanes 1s accounted for using the purchase method The cost of the acqusihion s measured af the aggregate
of the far values at the date of exchange, of assets given, habilifies incurred or assumed and equity instruments issued by the Group
In exchange for control of the acquiree, plus any costs drectly atmbutable to the business combination The acquiree’'s identfiable
assefs labilities and contingent labilties that meet the conditions for recognition are recegnised at therr far value af the acquisiion
date except for non cument assets (or disposal groups) that are classified as held for resale in accordance with IFRS 5 'Non Current
Assets Held for $ale and Discontinued Operations' which are recognised and measured of far value less costs to sell

Goodwill ansing on acquisiion s recognised as an asset and intcilly measured at cost being the excess of the cost of the business
combinahon over the Group's nterest in the net far value of the identifiable assets, lakities and contingent iatthes recognised If
after reassessment the Group’s iInterest in the net far value of the acquiree's identfiable assets habiihes and centingent labiltes
exceeds the cost of the business combination, the excess 15 recognised immediately in profit or loss

Goodwill

Goodwill ansing on consolidation represents the excess of the cost of acquisition over the Group's interest in the fair value of the
identfiable assets and liabiiies of ¢ subsidiary, associate or jointly controlied entity at the date of acquistion Cost of acquisition
ncludes all deferred amounts that become payable in the future

Goodwill is nhally recognised as an asset at cost and 1s subsequently measured at cost less accumulated iImparment losses s
reviewed for mparment at least annually Any impaiment is recogrised immediately in profit or loss and s not subsequently reversed

For the purpose of mparment festing, goodwil s allocated fo each of fhe Group's cash generatng unifs expected to benefit from the
synergies of the combination Cash generating unds to which goodwili has been gliocated are tested for mparment annually, or more
frequentty when there 1s an indicahion that the umit may be mpared If the recoverable amount of the cash generating unit is less than
the camying amount of the urit, the Imparment 10ss 1s allocated first to reduce the camrying amount of any goodwill allocated 1o the
unit and then to the other assets of the unit pro-rata on the basis of the carying amount of each asset in the unit An imparrment loss
recognised for goedwill s not reversed In a subseguent penod

On disposal of a subsidiary, associate or joinfly controlled entity, the atinbutable amount of goodwll s Included in the determination
of the profit or loss on disposal
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Notes to the censolidated financial statements continued

1 Basis of preparation and signficant accounting policies confinued

Goodwill ansing on acquisions before the date of fransiion fo IFRS has been retaned at the previous UK GAAP amounts subject 10
being tested for imparment at that date Goodwill wntten off to reserves under UK GAAP pnor to 1998 has not been reinstated and 1
not included in determining any subsequent profit or loss on disposal

Intangible assats

Infangible assets acquired separaiely are caprtalised af cost Infangible assets identified In a business acquisiion are capitalised at far
value as at the date of acquisition

Development expenditure relating to software 1s capitalsed as an ntangible asset If the asset created can be dentified, if it 1s probable
that the asset created will generate future economic benefits and If the development cost of the asset can be measured reliably

Following initial recognition the camying amount of an intangible asset s11s cost less any accumutated amortisahon and any
accumulated mparment losses Amortisahon expense s charged fo adminstrative expernses in the income statement on a straight ine
basis over its useful life

Revenue

Revenue is recognised to the extent that it 1s probable that the economic benefits will flow to the Group and the revenue can be
rehably measured Revenue represents fee mcome recognised in respect of services provided dunng the pencd {stated net of value
added tax) and s eamed solely within the United Kingdom

Revenue from mulh service contracts consists of vanous components which operate independently of each other and for which
reliable far values can be established Accordingly each component s accounted for separately as if it were an indmvidual
contractual arangement

Revenue from long term contracts represents the sales value of work done In the year including fees invaiced and esimates in respect
of amaunts to be nvoiced after the year end Profits are recognised on long term contracts where the final outcome can be assessed
with reasonable certainty In calculating this the percentage of completion method is used based on the proportion of costs mcumed
to the total estimated cost Cost includes direct staff costs and outlays Full provision is made for all known or anticipated losses on each
contract mmedtately such losses are forecast

Gross amounts due frorm customers are stated at the proportion of the antcipated net scles value eamed to date less amounts billed
on account To the extent that fees paid on account exceed the value of work performed they are included in creditors as gross
amounts due to custorners

Vanations in contract work and clams are included to the extent that they have been agreed with the customer

Interest ncome 15 accrued on a ime bass, by reference to the pnncipal cutstanding and of the effective interest rate apphicable,
which 15 the rate that exactly discounts estmated future cash receipts through the expected ife of the financial asset to that asset's
net camying amount

Dividend income from iInvestments s recognised when the Sharenolders’ nghts to receive payment have been established
Operating profit

Operafing profit 1s stated before investment revenue and finance costs

Borrowing cosis

Bomowing costs directly attnbutable to the acquistion construction or produchon of qualifying assets which are assets that necessarnly
take a substanhal penod of ime to get ready for thew ntended use or sale are added to the cost of those assets, unft such time as the
assets are substantially ready for their ntended use or sale All other borrowing costs are recognised in profit or koss in the penod i
which they are incurred

Leasing

Fnance leases which fransfer to the Group substantially all the nsks and benefits ncidental to ownership of the leased item are
capitalised at the iInception of the lease at the far value of the leased tem or, f lower at the present value of the minimum lease
payments Lease payments are apportioned between the finance charges and reduchon of the lease liability so as to achieve

a constant rate of interest on the remaining balanee of the lobility Finance charges are charged directly against ncorne

Capttalised leased assets are depreciated over the shorter of the eshmated Iife of the asset or the lease term

Leases where the lessor retains substanhally all the nsks and benefits of ownership of the asset are classified as operating leases
Operatng lease payments are recognised as an expense In the Income statement on a siraight line basis over the lease ferm
Any lease Incentives are amorhised over the lesser of the Ife of the operating lease or to the first opportunity for termination

Foreign cumrency

Trarsachons in foreign curencies are recorded at the rate of exchange at the date of transaction Monetary assets and liabiities
denominated in foreign curencies at the balance sheet date are reported at the rates of exchange prevaling at that date

Mon monetary tems camed at farr value that are denominated in foreign cumencies are franslated at the rates prevailing at the date
when the far value was determined Non monetary items that are measured in ferms of histoncal cost In a foreign cumrency are not
refranslated

Exchange differences ansing on the setflement of monetary iterns, and on the refransiatior: of monetary items are included in profit or loss
for the penod Exchange differences ansing on the retransiation of non monetary tems camed at far value are included in profit or loss for
the penod except for differences ansing on the refranskation of non monetary tems in respect of which gains and losses are recognised
directly in equity For such non menetary ilems, any exchange component of that gan or loss 1s also recognised directly in equity

Retirement benefit costs

The Group operates two defined benefit pension schemes and parficipates in a number of other defined benefit schemes In respect
of the otner schemes in which the Group paricipates the Group accounts for its legal and constructive obligations over the penod of
its participation which is for a fixed penod only

In addiion the Group operates a number of defined contnbution retrement benefit schemes for all qualifying employees

Payments to the defined coninbution and stakeholder pension schemes are charged as an expense as they fall due
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1 Bosls of preparation and significant accounting policies continued

For the defined benefit pension schemes, the cost of providing benefits 1s determined using the Projected Unit Crecht method, wath
actuanal valuahons being camed out at each balance sheet date Actuanal gains and losses are recognised in fultin the penod In
which they occur They are recognised outside profit and loss and presented In the statement of recognised income and expense

Past service cost is recognised immediately to the extent that the benefits are already vested, and othenmse 1s omorfised on
a straignt ine basis over the average penod unfil the benefits become vested

The retrement benefit obligahion recognised in the balance sheet represents the present value of the defined benefit obligation
as adjusted for unrecognised past service cost and as reduced by the farr value of scheme assefs Any asset resulfing from this
calculahon s Imited to past service cost, plus the present value of available refunds and reductions in future contributions fo the plan

Taxation
The tax expense represents the sum of $he tax currentty payable and deferred tax

The tax cumently payable s based on taxable profit for the year Taxable profit differs from net profit as reported In the Income
statement because It excludes items of ncome or expense that are taxable or deductible in other years and if further excludes items
that are never taxable or deductible The Group's lability for curent tax s calculated using fax rates that have been enacted or
substanhvely enacted by the balance sheet date

Deferred tax s the tax expected to be payable or recoverable on differences between the canying amounts of assets and labdhes
In ihe financial statements and the comesponding tax bases used In the computation of taxable profit and 1s accounted for using the
balance sheet lakiity method Deferred tax habilihes are generally recogrsed for all taxable temporary differences and defered

tax assets are recognised to the extent that it 1s probable that taxable profits will be available agamst which deductble temporary
differences can be utilised Such assets and labilihes are not recogrwsed If the temporary difference anses from goodwall or from the
inihal recognition {other than in a business combination) of other assets and habdibesin a fransaction that affects nerther the tax profit
nor the accounting profit

The camying amount of deferred tax assefsis reviewed at each balance sheet date and reduced to the extent that it 5 no longer
probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered

Deferred tax & calculated at the tax rates that are expected to apply in the penod when the ability 1s settled or the asset 1s realised
Deferred tax s charged or credited in the Income statement, except when if relates to items charged or credited drectly to equity
in which case the deferred tax is also dealt wath In equity

Deferred tax assets and lakdmes are offset when there s a legally enforceable nght to set off current tax assets against current tax
llabihes and when they relate to Income taxes levied by the same taxahon authonty and the Group intends to seftle its cument tax
assets and labbhes on a net basis

Property, plant and equipment

Property, ptant and equipment s stated at cost less accumulated depreciation and any imparment in value Deprecxation 1s charged
so as to wiite off the cost of the assets over ther estmated useful ives and 1s caleulated on a straight ine basis as follows

Freehold buldings and long leasehold property - over 50 years
Leasehold improvements - pernod of the lease
Plant agnd vehicles 310 vears

Annually fhe Group reviews the camying amounts of ifs tangible and infangible assets to determine whether there s any incdication that
those assets have suffered an imparment loss if any such indication exists the recoverable amount of the asset s eshmated in order 1o
determine the extent of the mparrment loss (if any) Where the asset does not generaie cash flows that are independent from other
assets, the Group eshmates the recoverable amount of the cash-generating unit to which the asset belongs

Recaverable amount is the higher of far value less costs to sell and value in use In assessing value in use the estimated future cash
flows are discounted io ther present value using a pre tax discount rate that reflects cument market assessments of the time value of
money and the nsks specific to the asset for which the estimates of future cash flows have not been adjusted

If the recoverable amount of an asset (or cash generatng unit) s estmated to be less than ifs carrying amount the camying amount of
the asset [cash generating unit} s reduced to its recoverable amount Animpairnent loss s recognised as an expense immediately

Where animparment loss subsequently reverses the carmying amount of the asset [cash generafing unit) 15 ncreased fo the revised
eshmate of its recoverable amount, but so that the increased camying amount does not exceed the canying amount that would
have been determined had no mparment loss been recogrised for the asset (cash generating unit} In pnor years A reversal of

an imparment loss 15 recognised as Income immediately

Inventories
Inventones are stated at the lower of cost and net realsable value

Costs represent matenals drect labour and overheads incurred in banging the inventones to ther present condition and location
Net realisable value is based on estimated seling pnce less further costs expected to be incured to completion and eshtmated
seling costs Provision s made for obsolete slow moving or defectve tems where appropnate

Financial Instruments

Financial assets and financial abilies are recognised on the Group's balance sheet when the Group becomes a party to the
contractual provisions of the nstrument The Group derecognises financial assets and lablities only when the contraciual nghts
and obligations are discharged or exprre

Assets that are assessed not fo be indwvidually impared are subsequently assessed for imparment on a collective basis Objective
evidence of mpairment for o portfolio of recevables includes the Group's past expenence of collecting payments the number of
delayed payments In the portfolio past the averoge credd penod as well as observable changes n natienal or local econamic
conditions that comelate with default on recevables

The camying amount of the financial asset 1s reduced by the imparment loss directly with the excephon of frade recewvables where
the canying amaount 1s reduced through the use of an allowance account When a trade recervable is considered uncollectable, it s
wiitten off against the allowance account Subsequent recovenes of amounts previcusly witten off are credited against fne dllowance
account Changes In the camying ameunt of the dllowance account are recagnised in the income statement
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Notes to the consolidated financial statements continued

1 Basls of preparation and signficant accounting policies confinuved

Financial assets compnse loans and receivables and are measured at Iniheal recognition at amorhised cost Approprate aliowances for
estimated recoverable amounts are recognised where there 1s objeciive evidence that the asset 15 Impared

Cash and cash equivalents compnse cash in hand and demand deposits and other short term highly iquid investments that are
readily convertible to a known amount of cash and are subject to an insignificant nsk of changes in value

Interest beanng bank loans and overdrafts are stated ot the amount of the net proceeds after deduction of ssue costs Ainance
charges including premums payable on seftlement or redemption and direct issue costs, are accounted for on an accruals basis in
the income statement and are added to the canmying amount of the instrument to the extent that they are not setfled in the penod in
which they anse

Trade payables are measured at far value There are no financial labidihes classified as far value through profit and loss or held for frading
Equity nstruments issued by the Company are recorded at the proceeds received net of drect issue costs
Provisions

Prowvisions are recognised when the Group has o present obhigation {legal or consiruchve) as a result of @ post event and it s probable
that an outflow of resources embodying economic benefits will be required to settte the obligation and a reliable estimate can be
made of the amount of the obligation Where the Group expects some or all of a provision to be reimbursed, for example under an
nsurance contract, the rembursermnent s recegnised as a separate asset but only when the reimbursement is virtually certain The
expense relating to any provision is presented in the ncome statement net of any reimbursement If the effect of the hme value of
money 1s matenat, provisions are determined by discounting the expected future cash flows at a pre tax rate that reflects current
market assessments of ihe ime value of money and where appropnate, the nsks specific to the liability Where discounhng 1s used
the Increase in the provision due to the passage of time 15 recognised as a borowing cost

Pre confract costs

All bid costs are expensed through the Income statement up to the pont where confract award (or full recovery of costs) 1s virfually
certan Bid costs ncured after this point are then capitalised withun frade and other recevables On the contract award these i
costs are amortised through the mcome statement over the confract penod by reference to the stage of completion of the contract
activity of the balance sheet date

Share based payments

The Group aperates a number of executive and employee share ophon schemes For all grants of share ophons and awards, the far
value as at the date of grant s calculated using the Black Scholes model and the comesponding expense 1 recogrised on 4 straight
line basis over the vesting penad based on the Group's estimate of shares that will eventually vest

The Group has taken advantage of the fransiional provisions of IFRS 2 In respect of equity setfled awards and has applied IFRS 2 only
to equity setfled awards granted ofter 7 November 2002 that had not vested before 1 Apnl 2005

2 Critical accounfing judgements and key sources of estimation uncertainty
Crifical judgements in applying the Group's accounting policies

In the process of applying the Group's accounting policies which are descnbed in Note 1 above, management has made the
following wdgements that have the most sigrificant effect on the amounts recognised in the financial statements

Revenue recognition

Revenue is recognised for certain project based confracts based on the stage of completion of the contract actvity Thisis measured
by companng the proporfion of costs incurmed aganst the estrmated whole Iife confract costs except where this would not be
representative of the stage of completion

Key sources of estmation uncertainty

The key assumphons concerning the future and other key sources of estimahon uncertainty at the balance sheet date, that have
a significant nsk of causing a matenal adjustment to the catrying amounts of assetfs and liabiiies within the next financial year, are
discussed below

impanment of goodwill

Deterrmining whether goodwill Is mpaired requires an estimation of the value In use of the cash generating units to which goodwill has
been dllocated The value in use calculation Involves an esimahon of the future cash flows of cash generahng units and aisc the
selection of the appropnate discount rates winchinvelves judgement, to use In order to calculate present values The carrying value
of goodwill s £203 3m (2007 £148 4m) at the balance sheet date, see Note 11

Retirement henefit obligafions

The calculation of retirement benefit obligations 1 dependent on matenal key assumphons including discount rates, mortalty rates,
future returns on assets and future contnbuhon rates The present value of retrement benefit obligations at the balance sheet date Is
£129 4m {2007 £143 3m} see Note 34
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3 Business and geographical segments

The Group manages Its business on a service division basis These dvisions are the basis on which the Group reports ifs pnmary

segmental information
Business segments

For management purposes, the Group 15 curentfly organised into three operating divisions - Faciliies Services, Property Services and

Engimeernng Services
Pnncipal activiies are as follows

Facdimes Services offer integrated facilihes management and a range of services including asset management energy consultancy
document management, front of house, catenng, cleaning, engineenng maintenance landscaping, pest confrol secunty, waste

and envrenmental management

Property Services offer roofing repairs and redeceration, intenor fit out, plumbing and heating, social housing mamntenance and

refurbishment and fre protecton

Engineenng Services offer services ncluding mechanical and electncal energy generation and management, technology

and infrastructure
Segmental nformation about these businesses 1s presented below

2008 2007
Profit before Profit cefore
interest tax inferest tax
and Profit before and Profit before
Revenue amorhisation Margin tax Revenue acmorhisation Margin tox
£m Em % £m £m £m % £m
Facilhes Services 8204 489 60 44 6 7321 415 57 374
Property Services 2857 150 53 146 2151 106 49 t0?9
Engineering Services 301 83 28 87 2816 78 28 83
| Total 1,407 2 722 51 679 12288 599 49 566 |

The revenue analysis above is net of nfer segment sales which are not considered significant

The prior penod resulls set out above are stated after nfegration costs of £2 3m relating to acquisitions The results of the Group before

the effect of integrafion costs are as follows

2007

Profit before
interest tax

and Profit before
Revenue amorhisation Margin tax
£m &m % £m
Facilihes Services 7321 415 57 374
Add Integrahon costs - 23 - 23
[ Total 7321 438 60 397 |
Property Services 2151 106 49 109
Engineering Services 281 4 78 28 83
[ Total 1,228 8 622 51 589 |
Other segmental analysis
Facilmes Property Engmeenng
Services Services Services Total
2008 2008 2008 2008
£m £m £m £m
Assetfs by segment
Goodwil and other intangible assets 1527 501 74 2202
Divisional assets 2508 107 2 250 4530
6732
Unallecated assets (3190
[ Total assets 6413 |
Liabilfies by segment
Divissonal habibties (162 8) (817) {758) (320 3)
Linallocated hatailihes (76 O)
[ Total liabilities (396 3) |
[ Total net assets 2450 |
Capital expenditure
Tangible assets 144 34 22 200
Depreciation charge 96 31 17 144
Intangible assets 138 447 53 438
Intangible amortisation 17 02 - 19
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Notes to the conselidated financial statements continued

3 Business and geographical segments continued

Facilhes Property Engineenng
Services Services Services Tolal
2007 2007 2007 2007
£m im £m £m
Assefs by segment
Goodwill and other intangible assets 140 & 56 121 158 3
Divisional assets 226 5 755 100 6 4024
3671 811 1n27 5609
Unaliocated assels (44 &)
[ Total assets 5143 |
Liabilities by segment
Divistonal liabilhes {159 7) {550} (812 (295 %}
Unallocated liabikties {14 5)0
[ Total liabilities (3104) |
[ Total net assets 2039 |
Capital expenditure
Tangble assets 127 70 28 225
Depreciation charge 20 24 16 130
Intangible asseis 39 02 05 44
Infangible amorhsation 16 - - 14

i Relates to nterdivisional funding

Geographical segments

All Group operations are located in the United Kingdom and the Channel lslands The Group considers all operations form part of that

single geographical segment

4 Operating profit
Operahng profit has been amved at after charging/{crediting]

2008 2007

m £m

Depreciation of property plant and equipment 144 130

Amoriisahon of intangible assets 19 14

Gain on disposal of property, plant and equipment 17 11}

Staff costs [see Note 5} 8977 5833

A detalled analysis of auditars’ remuneration s provided below

2008 2007

£'000 £'000

Fees payable to the Company's auditors for the audit of the Company's annual accounts 40 35
Fees payable to the Company's auditors and ther associates for other services fo the Group

— the qudit of the Company's subsichanes pursuant tc legslation 3%0 350

Total qudht fees 430 385

Tax services 20 40

Other services 99 56

Total non audit fees 18% 24

[ Total 419 481 |

£13000 {2007 £24 000) of fees were incumed in retation to acquisithons and have been included in acguisiion costs In addihion to the
amounts shown above the auditors receved fees of £14 500 (2007 £11,750) for the qudit of the
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5 Staff costs

Number of pecple 2008 2007
The average number of people employed dunng the financial year was
Facilihes Services 43,654 38,429
Property Services 2,761 2,697
Engineenng Services 1,544 1,241

| Total Group 47,959 42,267 |

The number of people employed at 31 March was

Total Group 49,505 44,866 |
2008 2007
£m £m
Ther aggregate remuneration comprised
Wages and salanes 634 4 5304
Social secunty costs 539 449
Other pension costs 7% 69
Share based payments {Note 33} 15 11
[ 6977 5833 ]

Detatis of Drrectors' remunerahon and interests are provided in the audited section of the Directors’ remuneration report and should be

regarded as an integral part of this Note

4 Invesiment revenue

2008 2007
im £m
Interest on bank deposits 02 o1
Other interest receivable 10 07

| 12 08 |

7 Finance costs

2008 2007
£m Em
Interest on bank overdrafts and loans 24 23
interest on obligations under finance leases 03 02
Unwinding of discount on deferred contingent consideration 08 -
Total interest experse a7 25
Less amounts included in the cost of qualfying assets ©n -

( 35 25 |

Borowing costs included in the cost of qualifying assets dunng fhe year arose on the general borowing pock and are calculated by

applying a caprialisation rate of 6 3% to expenditure on such assets
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Notes to the consolldated financial statements continued

8 Tax
2008 2007
£m im
Current tax 19 4 179
Defemed tax [Note 19) 12 [0 5}
L 206 174 |
Corporation tax 1s calculated at 30 0% (2007 30 0%) of the eshmated assessable profit for the year
The charge for the year can be reconciled to the profit per the consoldated income statement as follows
2008 2007
im £m
Profit before tax &7 9 56 4
Tax at the UK corporation tax rate of 30 0% 204 170
Expenses not deduchble for tax purposes 08 06
Tax losses not recognised 01 03
Profit on disposal of property 1) o1
Pnor year adjustments {Q 6} {04)
| Tax charge for the year 204 174 ]

In addrtion to the amount charged to the consolidated income statement deferred jax relating to retwrement benefit costs, share
based payments and short term timing differences amounting to £2 3m has been charged drectly to equity (2007 £1 8m credit} (see
Note 19) The benefit of tax savings relating to refirement benefit costs and share based payments amounting to £0 8m (2007 £0 5m)

has been credited drectly to equity
The reducthion in the corporation tax rate next year to 28% has not matenally impacted defered tax

¢ Dividends

2008 2007

£m Em
Amounts recognised as disimbuhons fo equity holders in the year
Final dividend for the year ended 31 March 2007 of 2 7p (2006 2 4p) per share B84 76
Intenm dividend for the year ended 31 March 2008 of 2 8p (2007 2 4p) per share 89 75
( 173 151

Proposed fimal dividend for the year ended 31 March 2008 of 3 2p (2007 2 7p) per share 101 84
The proposed final dvidend is subject to approval by shareholders at the AGM and has not been included as a liability n these
financicl statements
10 Earnings per share
Basic and diluted earmings per share have been calculated in accordance with I1AS 33 ‘Eamings Per Share'
The calcutation of the basic and diluted EPS 15 based on the following data

2008 2007
Number of shares milhon milhon
Weighted average number of Crdinary shares for the purpose of basic EPS 3143 3104
Effect of diufive potenhal Ordinary shares share ophons 49 44
wetghted average number of Ordinary shares for the purpose of diluted EPS 3192 3150

Tne weighted average number of Ordinary shares in issve dunng the year excludes those held by the MITIE Group PLC Employee

Benefit Trust [see Note 28)
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11 Goodwill

£m

Cost
At 1 Apnl 2006 143 8
Acquisihon of subsidianes/assets 03
Decreased consideration for subsicdianes acquired in pror years (01}
Acquisthon of minenties 25
Changes in farr values of subsidianes acquired in pnor year 19

[ At April 2007 1484 |
Acquisthon of subsidianes/assets 495
Acquisiion of minontes 54

[ At 31 March 2008 2033 |
Accumulated impairment losses
At 1 Apnl 2006 -
At 1 Apnl 2007 -

[ At 31 March 2008 -
Carrying amount

[ At 31 March 2008 2033 |
At 31 march 2007 148 4

Goodwill acqurred In @ busingss combination is allocated af acquisition, to the cash generating units {CGUs} that are expected to
benefit from that business combsnahon Goodwill has been allocated to CGUs in the following business segments, which is how
goodwil s marutored by the Group internally

2008 207
Cost £m £Em
Facilities Services 1402 1307
Property Services 471 564
Engineenng Services 160 121

| 2033 1484 |

The Group fests goodwill at least annually for imparment

The recoverable amounts of the CGUs are determined from value in use calculations The key assumptions for the value in use
calculations are those regarding the discount rates, growth rates and expected changes to seling pnces and direct costs dumng the
penod Management esimates discount rates using pre +ax rates that reflect curent market assessments af the fime value of money
and the nsks specific to the CGUs The growth rafes are based on industry growth forecasts Changes in seling pnces and direct costs
are based on past practices and expectations of future changes in the market

The Group prepares cash flow forecasts denved from the most recent financial budgets approved by management for the next five
years and extrapolates cash flows for the following five years based on an estimated growth rate of 2% per annum This rate does not
exceed the average long term growth rate for the relevant markets

The rates used to discount the forecast cash flows from CGUs are as follows

2008 2007

% %

Faciliies Services 4 92
Property Services 11 4 92
Engineenng Services 14 92
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Notes to the consolidated financial statements continued

12 Other intangible assets

Software and
Customer development
relahonships costs Total
£m £Em £m
Cost
At 1 Apnl 2006 and 1 Apnl 2007 n7z - 117
Additions 23 66 8%
[ At31 March 2008 140 48 206 |
Amortisahon
At 1 Apnl 2006 c2 - 02
Charge for the year 16 - 146
[ At 1 Apnl 2007 18 - 18 |
Charge for the year 19 - 19
[ A131 March 2008 37 - 37
Carrying amount
[ At 31 March 2008 103 X 1679 |
At 31 March 2007 99 - 99

Customer relahonships are amorised over fhe remaining penod of the contract which currently ranges between sx and eight years
Software and development costs are amortised over ther useful lfe of between five and ter years once they have been brought info use

13 Property, plant and equipment

Freehold IecseLr?chg Pant and
properies properties vehicles Total
£m £m im £m
Cost
At 1 Apnl 2006 60 51 522 4323
Additions 05 12 208 225
Disposals {03} 02) {10 &} {111}
[ At1 Apnl 2007 62 61 624 747 |
Addifions - 12 188 200
Acquisihion of subsidianes - - 10 10
Disposals (1 4) - (117) (131}
[ At 31 March 2008 48 73 705 826 |
Accumuiated depreciation and impairment
At 1 Apnl 2006 06 08 27 4 288
Charge for the year 01 04 125 130
Disposals - omn (8 5) (8 &)
[ At1 Apnl 2007 07 11 314 332 |
Charge for the year 01 Q7 134 144
Dispasals [02) - {100) (10 2)
[ At 31 March 2008 06 18 35Q 374 |
Canying amount
[ At 31 March 2008 42 55 355 452 |
At 31 March 2007 55 50 310 s

The net book value of plant and vehicles held under finance Jeases ncluded above was £3 8m {2007 £2 4m)
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14 Inventories

2008 2007
£m £m
Work in progress 04 69
mMatenals 18 10
24 79 |
15 Financial assets
2008 2007
£m Em
Trade recevables {Note 16) 1709 1655
Amounts recoverable on contracts (Note 17) 1082 768
Other debtors 33 72
Cash and cash equivalents {Note 18) 42 4 256
I 3250 2751 ]
16 Trade and otherrecelvables
2008 2007
£&m £m
Amounts recevable for the sale of services 1755 2224
Reclassficahon to amounts recoverable on confracts - (53 4)
Allowance for doubtful debt (4 6) (35)
1709 14655
Amounts recoverable on contracts [Note 17) 108 2 748
Other debiors 33 72
Prepayments and accrued ncome 320 233
[ 3144 2728 |
Ageing of frade recevables
2008 2007
£m £m
Nelther impared nor past due 127 2 1257
Not impared and less than three months overdue 398 333
Not impared and more than three months overdue 44 37
impared recevables 41 63
Allowance for doubiful debt {4 8) {3 5)
[ 1709 1655 |
Movement in the dllowance for doubfiul debt
2008 2007
m £m
Balance at the beginning of the year 35 39
Imparrment losses recognised 37 06
Arnounts watten off as uncollectable (10) (0 5)
Amounts recovered dunng the year {16} {095
[ a6 35|

Before accepiing new customers, the Group uses an external credit sconng system to assess the potental customer's credit quality
and defines credit imifs by customer Limits and sconng are updated as approprate The maxmum exposure 1o credit nisk in relation
to trade recevables at the balance sheet date is the far value of frade recevables

tn determining the recoverability of a rade recevable the Group considers any change in the credit quality of the frade recevable

from the date credit was nifialty granted up to the reporting d
being large and unrelated Accordingly the Directors beleve

allowance for doubtful debt

ate The concentration of credit nsk s imited due to the customer base
that there 1s no further credit provision reguired In excess of the

The Directors consider that fhe camying amount of frade and other receivables approximates ther far value
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Notes to the consolidated financial statemems continued

17 Amounts recoverable on confracts

2008 2007
Contracts in progress at the balance sheet date £m im
Amounts due from contract cusiomers ncluded in trade and other recevables 1082 234
Reclgssificahon from amounts receivabie for the sale of services - 534
1082 7468
Amounts due to confract customers included in rade and other payables {17) (0 4)
| 1065 754 |
Contract costs incurred plus recogrised profits less recognised losses fo date 9807 671 4
Less progress bilings (874 2) {5950}
| 106 § 764 |
At 31 March 2008 retentions held by customers for contract work amounted to £19 1m (2007 £18 9m|
18 Cuash and cash equivalents
2008 2007
Em £m
Cash and cash equivalents 42 4 256
| 426 256 |

Cash and cash equivalents compnse cash held by the Group and short term bank deposits with an onginal matunty of three months or
less The camyng amount of the assets approxmates ther far value All balances are held in stering

included in cash and cash equivalents are deposits totaling £12 4m (2007 £10 3m) held by the Group's Insurance subsidiary which are
not readily avalable for the general purposes of the Group

The credit nsk on iquid funds and financial nstruments 15 imited because the counterparties are banks with high credit-ratings assigned
by recognised international credit-rating agencies

19 Deferred tax

The following are the major deferred tax habilhes and assets recognised by the Group and movements thereon dunng the curent and
prior reporting penod

Accelerated  Rehrement Share Short term
tax benefit Business based timing
depreciation  obligations  comonations payments  differences Tax losses Total
£m Im £m £&m £&m £m £m
At 1 Apnl 2006 08 {C 5) (36) 13 20 02 02
Credit/{charge) to ncome 01 ) 05 04 06 - 0s
Credit to equity - 13 - 03 - - 18
{Charge)/credit to goodwill - - {02 - 15 - 13
rAr]Apnt2007 0% o1 {33) 20 41 02 38 |
[Charge)/credit fo ncome [0 6) {C7) 10 03 (12) - (12)
Chorge to equity - (20) - {03) - - (23)
(Charge)/credit to goodwil - - {07 - 08 - o1
[ At 31 March 2008 03 (28) (30) 20 37 02 04 |

Certain deferred tax assets and hiabiiies have been offset The following 15 the analysis of the defered tax balances (after offset] for
financial reporting purposes

2008 2007
£m £m
Deferred tax assets 66 77
Defered tax habilihes (62 (39
| Net deferred tax asset 04 38 |

The Group has unutiised income fax losses of £3 5m (2007 £37m) that are avalable for offset agamnst future profits In additicn the
Group has £0 5m ({2007 £0 8m) of capiiallosses Defered tax assels hove not been recognised in respect of £3 1m (2007 £3 8m) of
these losses as ther recoverability s uncertan
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20 Financial Habihties

2008 2007

£m m

Trade creditors (Note 21) 1736 1553

Other creditors 66 26

Accruals and defered income 552 513

Financing liabilihes (Note 22) 82 337

[ 2936 2429
21 Trade and other payables

2008 2007

£m £m

Payments received on account 1t 10

Trade creditors 1736 1553

Other taxes and social secunty 531 455

Other creditors 66 264

Accruals and deferred income 552 513

I 289 6 2557

Trade credifars and accruals and deferred ncome prncipally comipnse amounts outstanding for frade purchases and ongoing costs
The average credit penod taken for trade purchases is 47 days (2007 48 days)

The Drrectors consider that the camying amount of trade and other payables approximates ther far value

22 Financing liabilties

2008 2007

Em £m

Bank loans 500 200
Secured loan notes 19 99
Unsecured loan notes 28 12
Obhigatons under finance leases (Note 24) 35 26
582 337

Included in current kabilities 545 309
Included in non cument abihhes 37 28

582 337

Included 1n non current abiliies are £2 1m (2007 £1 ém) of obiigahons under finance leases (see Note 24) and £1 ém (2007 £1 2m)
of unsecured loan notes which are repayable between 2008 and 2013 The secured loan notes are supported by a bank guarantee

Dunng the year £1 ém of loan notes were issued to the vendors of Robent Prethe (Note 29) £7 Om of loan notes in respect of MITIE
Secunty [London) Umited {formerly MITIE Tndent Secunty Limited} and £1 Om of loan notes In respect of The Watch Secunty Lirmted
were redeemed

All borrowings are in stering The Directors estimate that the carying amount of the Group's bomowangs approximates therr far value
The barik loans are repayable within one year and the overdrafis are repayable on demand

2008 2007
% %
‘frh"e welghted average inferest rates pand dunng the year on the overdrafts and loans outstanding were as
ollows
Overdrafts 64 56
Bank loans 63 58
Loan notes 49 43

At 31 March 2008, the Group had available £180m (2007 £117m) of undrawn committed bomowing faciihes in respect of which
all conchions precedent had been met The facilihes have an expiry date of January 2012 The loans carry interest rates which
are currently fixed at 6 1% and are curently determined at 0 4% over LIBOR The overdraft cames interest at 0 9% over base rate
The secured loan notes are backed by a bank guarantee Details of the Group's contingent labiltes are provided in Note 31
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23 Hnancial risk management objectives

The Group's Treasury function morytors and manages the financial nsks relating to the operations of the Group These nisks include credit
nsk, foreign cumency nsk, kaquidity nsk and market nsk

Credit nsk
The Group's pnncipal financial assets are bank balances and cash and trade and other recewvabies

The Group's credit nsk 1s pnmanly attnbutable to fs rade recevables The amounts presented in the balance sheet are net of
allowances for doubtful receivables An allowance for imparrment s made where there 1s an identified loss event which, based on
previous expenence 1 evidence of areductonin the recoverability of the cash flows In addon, where appropnate certan debts
are subject to credit nsurance

The Group has no significant concentration of credit nsk with exposure spread over a large number of counterparties and customers
Foreign cumency risk

The Group has very Imited frading transactions in foreign curency and cumrently there s no hedging of these exposures Any matencl
fransachons would be appropnately hedged

Liquidiy risk

The Group monitors its nisk to a shortage of funds using a cash flow projechon model which considers the matunty of the Group's assets
and labdhes and the projected cash flows from operations Bank faciifies which allow for appropnate headroom in the Group's daily
cash movernents are then aranged

The tables below surmmanse the matunty profile of the Group's financial labiihes
I the second o

within one year fifth years Total
At 31 March 2008 im £m £m
Trade creditors 1736 - 173 &
Other creditors 46 - 64
Accruals and deferred income 552 - 552
Rnancing habilhes 545 37 582
[ Financldl liabilities 289 9 37 2936 |
In the second to
writhin one ysar fifth years Total
At 31 march 2007 £m &m £m
Trade creditors 1553 - 1553
Other credifors 26 - 24
Accruals and deferred income 513 - 513
Fnancing habdhes 309 28 337z
[ Financidl liabilities 2401 28 2429 |

Market risk

The Group's activiies expose it fo the financial nsks of Interest rates However, all Group debt s currently due to short term working
capital fluctuations and hence s not hedged as at 31 March 2008 The Group's Treasury funchion reviews its nsk management strategy
on a regular bass

If nterest rates had been 0 5% higher/lower and dll other vanables were held constant, the Group's profit affer tax for the year ended
31 March 2008 and reserves would decreasefincrease by £0 1m (2007 £0 1m)

Capital risk management

The Group manages its capital to ensure that enfities in the Group will be able to continue as going concerms while maximising the
return {0 stakeholders through the ophmisahion of debt and equity The caprtal structure of the Group consists of net debt per Note 25
and equity per Note 28

The Group's capital structure is reviewed regularly The Group s not subject to externally imposed caprtal requirements
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24 Obligations under finance leases

Present value of lease

Mimmum lease payments payments
2008 2007 2008 2007
im im £m Em
Amounts payable under finance leases
Within one year 14 10 14 106
In the second to fifth years inclusive 25 19 21 16
| 39 29 35 26 |
Less future finance charges {C4) 03) - -
[ Present value of lease obhgations 35 24 35 26 |
Less Amount due for setlement wathin 12 months (14 (0} {14) (10)
[ Amount due for sellement afier twelve months 21 16 21 16 ]

The average remaining lease term is 23 months (2007 28 monins) For the year ended 31 March 2008, the average effective borowing
rate was § 8% (2007 53%) Inferest rates are fixed at the contract date Allleases dre on o fixed repayment basis and no arangements
have been entered info for contingent rental payments All lease obligations are denominated in sterfing

The far value of the Group's lease obligahions approximates ther camying amount The Group's abligations under finance leases are

secured by the lessors’ nghts over the leased assets

25 Analysls of net debt

2008 2007

£m £m

Cash and cash equivalents {Note 18] 424 256
Bank loans (50 0) (200]

1 Net (debt)/cash before loan notes and obligations under finance leases (7 4) !’i]
Loan notes (Note 22) (47} {111}
Obligations under finance leases (Note 24) (35) {28)

[ Net debt (15 6) (8 1)]
24 Provisions

Contngent
deferred Insurance
consideration reserve Total
£m m £m
At 1 Apri 2007 03 86 8¢
Addihonal provision In the year 200 29 229
Unwinding of discount on defered contingent consideration o8 - o8
Utihsed dunng the year {02) (32) (34)

[ A1'31 March 2008 209 83 292 |
Included in curent iabikties 20
Included in nen cument habidihes 272

[ 292 |

Contngent
defered Insurance

considerofion reserve Total

£m £m £m

At 1 Apnl 2006 154 65 219

Addihenal provision in the year 03 38 41
Converted to loan notes dunng the year (121} - (121)
Uthsed dunng the year {33) 17 (50}

[ At 31 March 2007 03 84 89 |
Included in curent labidihes 03
Included in hon curent habilities 846

—

5]

Dunng the year £0 2m of deferred consideration in respect of the purchase last year of the munonty sharehaoldings iIn MITIE Engineenng
Mamienance {South West) Lmited was settied by the issue of new MITIE shares giving nse o a merger reserve of £0 1m

Provision s made for contingent defemed consideration which may become: payable from 2008-2013 subject to profit fargets being
attared at the best estmate of the Directors A total of £1 1m was provided for defered consideration to the minonty shareholders
of MITIE Technology Lirited and MITIE Engineernng Services ( Lverpool) Lmited £15 3m in Tespect of Robert Prethe (including the

unwinding of discounted deferred contingent conaideration} and £4 5m in respect of other current year acquisihons

The proviston for Insurance claims represents amounts payable by MITIE Reinsurance Company Limited in respect of outstanding claims
incurred at the balance sheet dates These amounts will become payable as each year's clams are settled
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27 Share capital
Number

Ordmary shares of 2 5p million Em
Authorised
At 1 Apnl 2007 3400 85
Authonsed dunng the year 1600 40
[ At 31 March 2008 500 0 125 |
2008
Allotted and fully paid
At beginning of year 3124 78
Issued for acquisifions 24 01
Issued under share option schemes 20 -
[ Atend of year 3158 79 |
2007
Allotted and fully paid
At begmning of year aos s 77
lssued for acguisihons 17 -
Issued under share opton schemes 19 01
[ At end of year 3124 78 |

At the Company's AGM on 26 July 2007 the Company's authonsed share capital was increased from 340 000,000 to 500 000,000
Qrdinary shares of 2 5p each

Dunng the year 2 4m {2007 1 7m) Ordinary shares of 2 5p were allotted in respect of acguinng munonty iInteresfs at a mid market prce
of 237 2p (2007 191 2p) giving nse to share premwm of £nil (2007 £0 4m) and a merger reserve of £5 5m {2007 £2 9m)

Dunng the year 20m {2007 1 $m) Ordinary shares of 2 5p were allotted In respect of share option schemes at a prce between 58p and
220p {2007 58p and 174p} giving nse to share premiurm of £2 4m (2007 £2 4m)
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28 Reserves

Called up
share
capttal
£m

Share
premum
account

£m

Merger
reserve
Em

Capttal

Revalughon redempthon
reserve reserve

£m Em

Other
reserve
£m

Share-
based
payments shares  Reiamned
reserve reserve  eamings
Em im £m

Own

Total
£m

Balance at 1 Apnl 2007 78

Shares issued and net
premium ansing in
respect of acquisthons o1

Shares ssued and net

premium in connechon

with exercie of share

ophons -
Profit for the year

attnbutable fo equity

holders of the parent -

Dividends paid -

Purchase of own

shares by Employee

Benefit Trust -
Share-based payments -
Tax credit on items

taken directly to

equity -

166

24

549

55

02) 03

02

()

P9 - 1102

450
17 3)

m"m7

54

23

450
(17 3)

(20)
15

05

Net actuanal gan on
defined benefit
pension schemes -

Tax charge on
actuanal gain taken
directly to equity -

{20]

68

(20

Net income on

defined benefit

pension schemes

recognised drectly

in equity n the year -

- - 48

48

Balance at
37 March 2008 79

170

604

(02) 03

01

29 {20) 1437

2321

The Own shares reserve represents the cost of 0 8m shares in MITIE Group PLC purchased in the market and held by the MITIE Group
PLC Employes Benefit Trust fo satisfy ophions under the Group's share option schemes (see Note 33)

Called up
share
capiial
£m

Share
premum
account

£m

Merger
reserve
£m

Capital

Revaughon  recemphion
reserve reserve

£m £m

Other
reserve
Em

Share
based
poyments snares
reserve reserve
Em £m

Qwn
Retained
eamings
£m

Total
£m

Balance at 1 April 2006 77

Shares issued and net
premium ansing in
respect of acquisthons -

Shares issued and net

premium in connechon

with exercise of share

ophons 01

Profit for the year

attnbutable to equity

holders of the parent -
Dividends paid -
Share-based payments -
Tax credit on items

taken drrectly to

equity -

137

04

25

520

29

02) 03

03

14 - 01

370
(15 1)

1653

33

25

370
(s1)
11

o8

Net actuanal loss on
defined benefit
pension schemes -

Tax credit on actuanal
loss taken directly to
equity -

(47}

47

15

Net expense on

defined benefit

pension schemes

recognised directly in

equity in the year -

(32

(32)

8alance at
31 March 2007 78

16 6

{0 2) 03

02

19 - 1102

1717
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Notes to the consolidated financial statements continued

29 Acquisition of subsidiaries
Purchase of minority interests

MITIE
Catenng
Services
{Londen)
Lid and
MITIE MITIE MITIE
McCariney KBS Fire Engineenng MITIE Catenng
Fire Protection MITIE Services Secunty Services
Protection Systems Technolo?y {Lverpool) (South West)  (Northem}
itd Lid Lid itd Lid Ltd Total
im £m £m im £m £m £m
Minenfy interests a7z o1 10 04 02 01 27
Goodwll 05 - 16 21 04 08 54
[ Total purchase considerotion 12 01 26 27 06 0% 81|
Shares iIssued — MITIE Group PLC 12 01 20 21 - - 54
Deferred contingent consideration - - 05 06 - - 11
Cash consideration - 01 - 06 09 16
Total purchase consideration 12 01 26 27 06 09 B1 |

Purchase of Robert Prettie

On 2 Apnl 2007 MITIE acquired 100% of Property Services company Robert Prette
transachon was accounted for by the purchase method of accounting Below we provide final mformation on the foi

assets acquired

for estmated total consideration of £23 ém The
r valye of net

Fair value
Book valve adjustments Faur value
£m Em £m
Net assets acquired
Intangible assets 84 (67) 19
Deferred tax labilty - {04 (0 4)
Property, plant and eguipment 02 - 02
inventonas 49 {04) 45
Trade and other recervables 12 - 12
Cash and cash equivalents 02 - 02
Trade and cther payables (63) {02} (8 5)
Cument tax latnlihes {07 - {07}
Loans (37 - (37)
Penston habilihes {0 4) {20} (2 4)
Nef assets acquired 40 (?7) 57
Goodwili 293
[ Total consideration 236 |
Satisfied by
Cash 70
Loan notes 16
Defered contingent consideration 145
Direcily atinbutable costs 05
{ Total consideration 234 |

Net cash ouiflow ansing on acquisition

Cash consideration 75

Cash and cash equivalents acqurred 02

Loans repaid 37
[ Net cash outflow 10 |

The goodwill ansing on the acquisiion of Robert Prethie 1s atinbutable to the underlying prefitabitty of the Company expected

profitability ansing from new business and the anhcipated future operating synergies ansing from assimilation into the Group

The Company coninbuted £49 1m to revenue and £3 3m to the Group's profit before tax for the penod Integrafion costs of £0 4m
have been absorbed within the Property Services divison As the Group acquired Robert Prettre on 2 Apnl 2007 there 15 no difference
|d have been made had the acquisiion been made on the first

between the revenue and profit asreported from that which woul
day of the financiat year

The unwainding of the discounted deferred contingent consideration gave nse o a £0 8m finance charge in the year
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29 Acquisthon of subsidiades conhnued
Purchase of other companies

MITIE acquired 100% of catenng company Catering Parfnership [Holdings] Lmifed on 6 March 2008 and 100% of Property Seraces
company DW Tlley Limited on 19 March 2008 for eshmated total consideration of £22 7m The transachons were accounted for by
the purchase method of accounting Below we provide provisional informadion on the far value of net assets acqurred

Farr value
Book value adustments Farr voiue
im £m im

Net assets acquired
Intangible assets - 04 G4
Defered tax asset - 05 05
Property, plant and eguipment 0% on 08
Inventones 01 - 01
Trade and other recevables 38 ©3) 35
Cash and cash equivalents 43 - 43
Trade and other payables {40} (19 59
Cument tax habiliies 07} {01} {08}
Net assets acquired 44 {1 5) 29
Goodwil 198

[ Total consideration 227 |
Satisfied by
Cash 177
Defered contingent consideration 45
Directly attnbutable costs 05

[ Total consideration 227 |
Net cash ovtflow arising on acquisition
Cash consideration 182
Cash and cash equivalents acquired (43}

[ Net cash outfiow 139 |

The goodwil ansing or the acquisitions s attibutable to the underlying profitability of the businesses expected profifability ansing from
new business and the anticipated future operating synergies ansing from assimilahion into the Group

The companies coninbuted £1 2m to revenue and £0 1m to the Group's profit before tax for the penod Had the Group acquired the
companies on fthe first day of the financial vear they would have contnbuted £28 2m to revenue and £1 9m fo profit before tax

The unwinding of the discounted deferred contngent considerafion gave nse to no matenal finance charge in the year

MITIE Group PLC Annual Report and Accounts 2008 83
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30 Notes to the cash flow stalement

2008 2007
Reconciiahon of cperating profit to net cash from operating activities £m Em
Operating profit 703 583
Adjustments for
Share based payment expense i5 11
Pension chorge 21 18
Pension conimbuhons (47) {52)
Depreciation of property plant and equipment 14 4 130
Amorfisahan of intangible assets 19 16
Gain on disposal of property plant and equipment (17) (11)
[ Operating cash flows before movements in working capital 838 69 ﬂ
Decreqse In inventores 101 Q¢
Increase in recevables {36 %) {28 5}
Increase In payables 215 39 4
{Decrease)/INcredse In PIovIsIoNs {03} 21
[ Cash generated by operahons 782 834 |
Income taxes paid (17 &) (170)
Interest paid (25) 2 5)
[ Net cash from operating activiies 581 639 |

Addiions fo fixtures and equipment during the year amounting o £2 2m (2007 £1 7m) were financed by new finance leases

Cash and cash equivalents {which are presented as a single class of assets on the face of the balance sheet) compnse cash af bank
and other shart ferm higkily igud nvestments with a matunty of three months or less

31 Confingentliabilihes

The Company s party with other Group companies to cross guarantees of each other's bank loans, comrmtments and overdrafts
of £270m {2007 £190m)

The Company and vanous of its subsidianes are, from hme to time, party to legal proceedings and clams that are in the ordinary
course of business The Directors do not anticipate that the outcome of these proceedings and claims erther individually or in
aggregate, wit have o matenal adverse effect en the Group's financial position

Contingent consideration relating to acquisifions has been acarued at the Directors' best eshmate of the Ikely future obligation of £20 9m
per Note 26 The actual ameunts payable may vary up to a maxmum of £31 2m dependent upen the resulls of the acquired businesses

In addition, the Group and ifs subsichanes have provided guarantees and indemnihes in respect of performance, ssued by financial
nshtutions on its behalf amounting to £2 2m (2007 £19 0m) in the ordinary course of business These are not expected to result In any
matenal financial loss

32 Operafing lease amangemenis
The Group as Lessee

2008 2007
&m im
| Minmum lease payments under operating leases recognised In Income for the year 52 44 |

At the balance sheet date, the Group had fotal oufstanding aggregate commibments for future minmum lease payments under
non-canceliable operating leases, which fall due as follows

2008 2007

£m £m

within one year 15 15
In the second fo fifth years Inclusive 58 48
After five years 76 62

[ 149 125 |
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33 Share based payments

Equity seftled share oplion schemes

The Company has five share ophion schemes

The MITIE Group PLC Long Term Incentive Plan (LTIP)

The LTIP was infroduced in July 2007 following shareholder approval at the AGM The awards of shares or nghts to acquire shares (the
awards) are offered o a small number of key senior management Where offered as options the exercise pnce s il The vesting penod
15 three years If the awards remain unexercised after a penod of four years from the date of grant, the awards expire The awards may
be forfeited If the employee leaves the Group Before the awards can be exercised a performance condiion must be satisfied, the
number of awards that vest 15 determined by a shding scale of between 5 0% and 14 0% above the Retal Pnce Index per annum
compound growth in earnings per share over a three year period

The MITIE Group PLC 1991 Execufive share opfion scheme

The Executive share option scheme 15 open to all employees The exercise pnce is equal to the market value of the shares on the date
of grant The vestng penod is three years If the optons remain unexercised affer a penod of ten years from the dote of grant the
ophons expire Opthons may be forferted if the employee leaves the Group No ophons have been granted under this scherme since
August 2001

The MITIE Group PLC 2001 Execufive share opfion scheme

The Executive share ophon scheme 1 open fo all employees The exercise pnce s equal to the market value of the shares on the date of
grant The vesting penod is three years If the ophions remdain unexercised dffer a pencd of ten years from the date of grant the options
exprre Ophons may be forfeited if the employee leaves the Group Before options can be exercised, the performance condrtion that must
be satsfied s that the percentage growth in the eamings per share overa three year penod must be equal or greater than 10 0% per
annum compound In respect of awards pror to 26 July 2007 ond 4 0% above the Retall Pnce per annum thereatter

The MITIE Group PLC 1991 and 2001 Sovings related share option scheme

The Savings related share ophon scheme i open fo all employees The exercise pnce Is not less than 80 0% of the market value of the
shares on the day preceding the date on which invitations to parhcipate in the Scheme are issued The vesting penod 15 five years If
the options remain unexercised after a penod of five years and nine months from the date of grant the ophons expire Ophons may
be forfeited If the employee leaves the Group No ophions have been granted under the 1991 scheme since August 2001

Detalls of the share optiens outstanding dunng the year are as follows

2008 2007

Number of weaighted  Number of weighted

share average share average

options exerclse opthons exercise

{milion)  pnce {inp) {milion)  pnce {in p)

Outstanding at beginning of the year 129 143 123 130

Granted dunng the year 45 194 K3 177

Forferted dunng the year (16) 148 (1 4) 141

Exercised dunng the year {20} 116 19 125
|T)ufsfandlng at the end of the yeart! 138 143 129 143 J

exercisable at the end of the year 17 132 17 126

W Included within this balance are 0 8m (2007 2 3m) options that have not been recognised In accordance with IFRS 2 as the options were granted on or
before 7 November 2062 These ophons have not been subsequentty modified and therefore do not need to be accounted for in accordance with IFRS 2

The Group recognised the following expenses related to share based payments

2008 2007

£m im

Long Term incentive Plan share ophons G4 -
2001 Executive share oghons 05 06
2001 Savings rejated share optons 06 05

[ 15 11 |

The weighted average share pnce at the date of exercise for share ophions exercised dunng the year was 264p (2007 216p) The
options autstanding ot 31 March 2008 had exercise pnces ranging from 58p- 54p (2007 58p- 91p) and a weighted average remaining
confractual ife of 5 1 years (2007 51 years) In the year ended 31 March 2008 ophions were granted in July and August 2007 in respect
of the LTIP Executive and Savings related share option schemes The aggregate of the estimated far values of the optons granted on
those dates 1s £3 0m In the year ended 31 March 2007 ophons were granted in June and July 2006 In respect of the Executive and
Savings relaied share option schemes The aggregate of the estimated farr values of the ophions granted on those dates is £1 5m

The farr value of ophons s measured by use of the Black Scholes model The inputs inta the Black Scholes model are as follows

2008 2007
Share price [p) 133-230 130-193
Exercise price [p) 0-254 120-191
Expected volatiity (%) 27-30 28-30
Expected Ife (years) 4-6 4-6
Risk free rate (%) 417-525 417-512
Expected dvidends (%} 143229 143229

Expected volahity was based upon the histoncal volatiity over the expected Ife of the schemes The expected ife is based upon
histoncal data and has been adjusted based on management's best estmates for the effects of non fransferability exercise resimchons
and behavioural considerations
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Notes to the consolidated financlal statements continued

34 Retirement benefit schemes
Defined confribution schemes

The Group operates a number of defined contribution retrement benefit schemes for qualifying employees The assets of the schemes
are held separately from those of the Group in funds confrolled by the scheme providers

Defined benefit schemes
Group defined benefit schemes

The Group operates two defined benefit pension schemes calted the MITIE Group PLC Pension Scheme and the MITIE Group PLC
Passport Pension Scheme where MITIE Group PLC is the principal employer

The assets of the schemes are held separately from the Group Contnbutons 1o the schemes are charged to the ncome staterment
so as to spread the cost of pensions over the employees’ working lives with the Group

Under the schemes the employees are entitled to refirement benefits varying between 0 and 66% of final salary on attainment of
aretrement age of 65 No other post refrement benefits are provided The schemes are funded schemes

The most recent actuanal valuations of the Group schemes' assets and the present valve of ther defined benefit obligations were
camed out at 1 Apnit 2005 by Mr David Higgs, Fellow of the Institute of Actuanes

Other defined benefit schemes

Grouped together under ‘Otfher schemes’ are three (2007 two) schemes in which the Group 15 a paricipating employer and several
schemes to which the Group makes cantnbutions under Admitted Bady status to our customers’ defined benefit schemes n respect of
certain TUPE empioyees These valuations are updated by the actuanes af each baiance sheet date The present values of the defined
benefit obligations the related current service cost and past service cost were measured using the Projected Unit Credit Method

For the Admitted Body Schemes {pnncipally the West Miclands Pension Fund), which are all part of the Local Government Pension
Scheme the Group will only parhicipate for a finte penod up to the end of the contracts The Group Is requrred to pay regular
contrbutions as decided by the relevant Scheme Actuarnes and detailed in the schemes' Schedule of Contnbutions Ina number of
cases confmbutions payable by the employer are capped and any excess recovered from the body that the employees transferred
from In addiion i certan cases, at the end of the contract the Group will be required to pay any deficit (as determmned by the
Scheme Actuary) that is remaining for its nohional sechon of the scheme

Group schemes Other schemes
2008 2007 2008 2007
% % % %

Key assumphons used for IAS 19 valuation
Discount rate 630 530 430 530

Expected return on scheme assetfs

Equity instruments 800 8§00 800 800
Debt instruments 500 500 500 500
Property 750 750 7 50 7 50
Other assets 525 525 525 525
Expected rate of salary mcreases 430 400 380 375
Future pension INCreases 330 300 330 300

The overall expected return on assets 1s calculated as the weighted average of the expected retum of each asset class The expected
retum on equihes s the sum of dividend growth and capttal growih net of mvestment expenses The return on gilts and bonds 1s the
current market yield on long term bonds The expected retumn on property has been set equal to that expected on equihes less a
margin The expected retumn on other assets 1s the rate eamed by the scheme on cash

Amounts recognised in adminisirative expenses in respect of these defined benefit schemes are as follows

2008 2007
Group COriher Group Other

schemes schemes Total schemes schemes Total

£m £m im £m £m £m

Current service cost {32} {z0) (52 (32) (15) [47]

Interest cost {4 5) (33 (7 8) {37} 27} (6 4}

Expected return on scheme assets 62 47 109 53 40 23
Ii (15) {0 8) 21) {18} (02) {18) [
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34 Refirement benefit schemes continued

Amounts recognised in the consolidated statement of recognised Income and expense are as follows

2008 2007
Group Other Group Cther

schemes schemes Total schemes schemes Total

&m £m im £m £m Em

Actual return on scheme qssets 18 {13) 05 48 40 88

Expected return on scheme assets 62) (47) (109) {53) 40 2 3)

Expenence adjustiments ansing on plan ikabilifies 120 52 72 32 (10) (42)
[ 76 (08 68 37) (10) (an|

The cumulative amount of actuanal gains recognised since 1 April 2004 i the consolidated statement of recognised income and

expense 15 £1 5m (2007 £5 3m loss)

The amounts Included In the batance sheet ansing fram the Group's obligations in respect of s defined benefit refrement benefit

schemes are as follows

2008 2007
Group Other Group Other
schemes schemes Total schemes schemes Total
£m £m £m £m £m Em
Far value of scheme assets 884 523 140 ¢ 832 614 144 6
Present value of defined benefit obligahons (78 7) {50 7} (129 4) (827) (60 8) {143 3)
Surplus m scheme g9 14 ns 05 08 13
Contract adjustment ~ (40) (40) - [08) (08)
| Net pension asset/{liabity) 99 24 75 05 - 05 |
Movements In ihe present value of defined benefit obligahons were as follows
2008 2007
Group Qther Group Other
schemes schemes Total schemes schemes Totat
Em £m m im &m £Em
At 1 Aprl 827 &6 1433 722 - 722
Service cost 32 20 52 32 15 47
Interest cost 45 33 78 a7z 27 64
Reciassification - - - {0 4} 04 -
Contrnbuhons from scheme members 27 05 32 21 05 24
Actuanal gains and losses (120) 82 {20 2) 32 03 35
Benefits pad {2 4) {10) (34) {13} {01) (14)
Acqguisiion of subsidianes - 45 45 - - -
Cenftract transfers - {110) {(110) - 553 553
[ At31 March 787 507 1294 827 606 1433 |
Mavements in the fair value of scheme assets were as follows
2008 2007
Group Other Group Other
schemes schemes Total schemes schemes Total
£m £&m Em £m £m Em
At 1 Apnl 832 614 144 6 740 - 740
Expected return on scheme assets 62 47 109 53 40 23
Actuanal gans and fosses (4 4) {60} (104) [05) - (05)
Contnbutions from the sponsonng companies 33 14 47 39 13 52
Contnbuhens from scheme marmbers 27 05 32 22 05 27
Reclassification - - - {0 4} 04 -
Benefits pard (2 4) (10) (34) {13) {01) (14)
Acquisiion of subsidianes - 21 21 - - -
Contract fransfers - (10 8) (108) - 553 551
[ At31 March 88 4 523 1409 832 614 1446 |
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Notes to the consolidated financial statemens continued

34 Refirement benefit schemes confinved
The analysis of the scheme assets at the balance sheet date was as follows

2008 2007
Group Other Group Other

schemes schemes Total schemes schemes Total

Em £m Em Em £m £m

Equity instruments 443 372 815 478 46 6 944

Debt instruments 178 81 25% 30 76 104

Property 149 43 192 153 51 204

QOther assets i1é 27 143 171 21 192
[ At 31 March 884 523 140 9 832 614 1444 |

The pension schemes have invested in property occupled by the Group with a far value of £3 2m (2007 £3 2m) generating rentat of
£0 3m {2007 £03m) At 31 March 2008 the pension schemes held 53 000 of MITIE Group PLC shares {2007 ril) The pension schemes
have not mvested in any other assets used by the Group Transactions between the Group and the pension schemes are conducted
atam's length

The mortalty for the Group schemes 1s based upon up fo date tables which project mertality mprovements in the future For a male
aged 65 0 years the expected ife s 85 1 years (2007 85 1 years} and for a female aged 65 0 years the expected Ife s 88 0 years
(2007 88 0 years) Mortality for the other schemes is that used by the relevant scheme actuary

The history of expenence adusiments s as follows

Group schemes

2008 2007 2006 2005
im £m im £m
Far value of scheme assets 884 832 740 490
Present value of defined benefit obligatons (787} (827) (722) {56 &)
Surplus/ (deficit] in the scheme g9 05 18 {7 6)
Expenence adpstments on scheme habilties 120 {32} 82) (37)
Percentage of scheme habilities (15 2]% 39% 11 4% 7 0%
Expenence adjustments on scheme assets {4 1) [05) 23 23
Percentage of scheme assets 4 8% 10% 12 6% 5 %
Other schemes
2008 2007 2006 2005
£m £m £&m £m
Fair value of scheme assets 523 &1 4 - -
Present value of defined benefit obligahons {54 7} 161 4) - -
Deficit in the scheme (2 4) _ _ _
Expenence adpsiments on scheme liabilihes 52 (10} - -
Percentage of scheme habilihes (10}% 16% - -
Expenence adustments on scheme assets {60) - - -
Percentage of scheme assets 115% - - -

The estmated contmbutions expected to be paid to the Group schemes dunng the cument financial year are £3 Om {2007 £3 4m) and
to other schemes £1 4m {2007 £1 2m) As at 31 March 2008, coninbutions of £0 7m (2007 £0 5m} due Inrespect of the cument reporing
period had not been pad over fo the schemes

35 Related party fransachons

Trarsactions between the Company and its subsidianes which are related paries have been eiminated on consoldaton and are not
dsclosed in this Note

No matenal confract or arangement has been entered into dunng the year, nor exsted atf the end of the year, In which a Director
had a matenal inferest with the exception of goods and services provided on arm's length ferms to R McGregor Smith amountfing o
£215 000 ({2007 £nil) In the ordinary course of business No balances were outstanding at the year end

Amounts paid to key management personnel are given In the audited section of the Directors' remuneration report Dunng She year
MITIE's Long Term Incentive Plan (LTIP} was Infroduced and offered to a small group of key senior management
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36 Principal subsidiaries

The companies set out below are those which were part of the Group af 31 March 2008 and In
affected the Group's results and net assets dunng the year Princtpal subsidianes cire incorporatedin the United Kingdom, shareholdings
In comparies marked * are held directly by MINE Group PLC

the opinion of the Directors sigruficantly

At 31 March 2008
% Voting nghts

At 31 March 2008
% Ordingry shares

Division Activities Pnncipal subsidiones owned owned
Facilities Services Offer ntegrated facilifies MITIE Facihes Services Ltd (formerty MITIE 100 0% 100 0%

management and a Faciiies Management Ltd)*

range of services Including

asset management energy

consultancy, ??CUTefm MITIE Cleaning & Support Services Lid 959% 959%

management front of

house'gcqfenng, Clecn[ng' MITIE Services {Refcl” Ltd BB 2% 58 2%

engineenng mamntenance

landscaping pest MITIE Transport Services Lid 86 1% 861%

cogfrol secunty ;Ml::sfe

and environmental

management MITIE Secunty Holdings Ltd 95 7% 99 9%
Property Services Offer roofing, repairs and MITIE Property Services (UK] Ltd* 767% 767%

redecoration, infenor fit out

plumbing and neating M

sociol I'fworLésmg maintenance MITIE Intenors Ltd 54 0% 540%

ol h tan

e hon . ¢ d Robert Prettie & Co Lid 100 0% 100 0%

Engineering Services  Offer services ncluding MITIE Engineenng Holdings Lid* 100 0% 100 0%

mechanical and elecincal,
energy generation and
management, technology
and infrastructure

The companies listed above represent the principal operating subsidiary companies of the Group A full st of subsickary companies wall
be annexed to the next annual return
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Independent auditors’ report to the members of MITIE Group PLC

we have qaudrted the parent company financal statements of
MITIE Group PLC for the year ended 31 March 2008 which
compnse the company balance sheet and the related Notes 37
to 50 These parent company financial statements have been
prepared under the accounting policies set out therein

Wwe have reported separately on the group financikal staternents
of MITIE Group PLC for the year ended 31 March 2008 and on the
information in the Directors' remunerahion report that 1s descnbed
as having been audited

This report Is made solely to the company’s members, as g body
in accordance with sechon 235 of the Companies Act 1985

Our audit work has been undertaken so that we might state to
the Company’s members those matters we are required 1o state
to them m an audifors' report and for no other pumose To the
tullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the
company's members as a body, for our audit work, for this
report or for the opinions we have formed

Respective responsibiities of directors and audrtors

The drectors' responsibilifies for prepanng the Annual Report,
the Directors' remuneration report and the parent company
financial statements in accordance with apphcable law and
United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Prachce] are set out in the
Statement of Directors’ responsibilities

Our responsibilify 1s to audit the parent company financial
statements in accordance wath relevant kegal and regulatory
requirernents and Intermational Standards on Auditing {UK
and treland)

We report fo you our opinion as to whether the parent company
financal statements give a frue and far view and whether the
parent company financial statements have been property
prepared in accordance with the Comparnies Act 1985 We also
report to you whether in our oginion the informafhion given in the
Directors' report is consistent wath the parent company financial
statements The information given in the Directors’ report Includes
that specific Information presented in the Charrman's statement
the Chief Executive's review, the Operahng review the Financial
review and the Corporate gavemance statement that is cross
refemrad from the Business review section of the Directors’ report

In addition we report to you if, in our opinion, the company has
not kept proper accountng records, If we have not received all
+he information and explanatons we require for our audit of if
informahon specified by law regarding Directors' remunerahon
and other transachoens is not disclosed

Wwe read fhe other nformation contained in the Annual Report
as descnbed in the contents secthon and consider whether it

15 consistent with the audited parent company financial
statements We consider the implications for aur report f we
become aware of any apparent misstatements or matenal
inconsistencies with the parent company financial statements
Our responsibiires do net extend to any further information
outside the Annual Report

90 MIME Group PLC Annual Report and Accounts 2008

Basis of audit opinion

We conducted our audit n accordance with Infermational
Standards on Auditing (UK and Ireland) issued by the Audiing
Prachces Board An audit includes examinahon on a test basis
of evidence relevant to the amounts and disclosures in the
parent company financial statements It also includes an
assessment of the significant estimates and judgements made
by the directors in the preparation of the parent company
financial statements, and of whether the accounting policies
are appropnate to the company's circumstances consistently
apphed and adequately disclosed

we planned and performed our audit so as 1o obtan all the
infermation and explanations which we considered necessary

In order to provide us with sufficient evidence to give reasonable
assurance that the parent company financial statements are free
from matenal missiatement whether caused by fraud or other
megulanty or error In forming our opinion we also evalyated the
overall adequacy of the presentation of information in the parent
company financal statements

Opinion
In our opINN

« The parent company financial statements give o trve and
tar view In accordance with United Kingdom Generally
Accepted Accounting Prachice, of the state of the company's
affars as at 31 March 2008,

« The parent company financial statements have been properly
prepared in accordance with the Companies Act 1985 and

» The information given in the Directors' report s consistent wiath
the parent company financial statements

‘DA/LO&A_ Y‘_rou-u'-u— L—‘—P

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
Bnstol, United Kingdom
19 May 2008



Company halance sheet

fis at 31 March 2008
2008 2007
Notes £m £m
Fixed assets
Tangible assets 40 B4 20
Invesimenits in substdiary undertakings 41 467 7 2181
[ Total fixed assets 4761 2201 |
Cument assets
Debtors 42 334 433
[ Total cument assets 334 433 |
[ Total assets 5095 2634
Creditors amounts falling due within ¢che year 43 {133 1) (1140}
Provisions 45 (11) {03)
[ Total current liabilities (1342) {114 3) |
[ Net cument liabilihes {100 8) (7110)]
[ Total assets less current liabiilties 3753 1491 |
Creditors amounts faling due after more than one yeor 44 (16) (12}
Provisions 45 (189} -
[ Total iabilihes (154 7) (155)]
[ Net assets 3548 1479 |
Capital and reserves
Share capital 46 79 78
Share premwm account 47 190 166
Merger reserve 47 404 549
Capital redemption reserve 47 03 03
Share based payments reserve 47 32 22
Profit and loss account 47 2640 661
[ Equity shareholders’ funds 3548 1479 |

The financial statements were approved by the Board of Directors and authonsed forissue on 19 May 2008 They were signed on ifs

behalf by

"L =

Ruby McGregor Smith Suzanne Baxter
Chief Executive Group Finance Director
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Notes to the Company financial statements

37 Significant accounting policies
Basis of accounting

The separate financial statements of the Company are presented as required by company low They frave been prepared under the
histoncal cost convention and in accordance with applicable United Kingdom Accounfing Standards and kaw

The pnncipal accounting policies are summansed below They have been apphed consistently throughout the year and the preceding
year with the excephion of /RS 29 ‘Financial Instruments Disclosures' which was adopted in the curent year The Company has taken
advantage of the exemphon allowed by paragraph 20 (b) of FRS 29 not to make these disclosures in its own entity financial statements
as the consolidated financial statements include the required disclosures for the Group

investments
Fxed asset investments in subsidianes are shown at cost less any provision for impaiment
Tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation and any impairment in value Depreciaton s charged so as to
white off the cost of the assets over ther estmated useful lives and 15 calculated on o straight ine basis as follows

Plant and vehicles -310vyears
Software and development costs - 5~10 years

The camying values of fangible fixed assets are reviewed for imparment when events or changes in crcumstances indicate the camying
value may not be recoverable If any such mdicahon exists and where the camying values exceed the eshrmated recoverable amou nt
the assets or cash-generating unis are wntien down to therr recoverable amount The recoverable amount of fangible fixed assets is the
greater of net seling pnce and value In use In assessing value In use, the eshmated future cash flows are discounted to therr present value
using a pre tax discount rate that reflects cument market assessments of the time value of maney and the nsks specific to the asset

Borrowing costs

Borowing costs directty atinbutable fo the acquisthon construchon or producton of qualifying assets, which are assets that necessanty
take a substantial penod of hme to get ready for ther intended use or sale are added to the cost of those assets untl such ime as the
assets are substantially ready for their ntended use or sale All other borrowing costs are recognised In profit or loss in the penod In
which they are incured

Provisions

Provisions are recognised when the Company has a present obhgation as a result of a past event and it s probable that an outflow of
resources embodying economic benefits will be required to settle the obligation and arelable estimate can be made of the amount
of the obligation Where the Company expects some or of of a provision to be reimbursed for example under an insurance contract
the rembursement s recognised as d separate asset but only when the reimbursement s virtually certan The expense relating to any
provision Is ¢harged to the profit and loss account net of any rembursement if the effect of the tme value of money Is rmatenal
provisions are determined by discounting the expected futnre cosh flows at o pre-tax rote that reflects cumrent market assessments of
the time value of money and where appropnate the nisks specific 1o the labiity Where discounting 1s used, the increase in the
provision due to the passoge of hme 15 recognised as a borowing cost

Taxation

Cument fax 15 provided at amounts expected to be paid {or recovered) using the tax rates and laws that have been enacted or
substantively enacted at the balance sheet date

Deferred tax s provided n full on tming differences that result in an obligation at the balance sheet date to pay more tax, or g nght to
pay less tax af a future date at rates expected fo apply when they crystalise based on curent tax rafes and law Timing differences
anse from the inclusion of items of Income and expendrure In tax computations in penods different from those in which they are
included in the financial staternents Defemed tax s not provided on timing differences ansing from the revaluahon of fixed assets
where there 5 no commitment 1o sell the asset, or on unremitted earmings of subsidianes and associates where there is no commitment
to rermut these eamings Deferred tax assets are recognised fo the extent that it 5 regarded as more likely than not that they will be
recovered Defermed tax assets and abiihes are not discounted

Financiat instruments

Trade receivables are measured at inial recognihion at far value Appropnate allowances for estimated recoverable amounts are
recognised in the profit and loss account where there i objective evidence that the asset s Impared

Cash and cash equivalents compnse ¢ash on hand ond demand deposits and other short term highly Iguid investments that are
readily converhible to a known amount of cash and are subject to an insignificant nsk of changes in value

interest beanng bank loans and overdrafts are recorded af the proceeds received, net of direct issue costs Finance charges including
premiums payalbie on seftlement or redemption and drect ssue costs, are accounted for on an accruals basss in the profit and loss
account and are added fo the camying amount of the nsfrument to the extent that they are not settled in the penod m which they anse

Trade payables are measured at far value
Eguity instruments issued by the Company are recorded at the proceeds receved net of direct ssue costs

financial assets and financial kabiliies are recognised on the Company's balance sheet when the Company becomes a party o the
contractual provisions of the instrument

Share based paymenis

The Company operates a number of executive and employee share opfion schemes For all grants of share ophons and awards the
far value as at the date of grant is calculated using the Black Scholes model and the comesponding expense 1s recognised on a
straight ine basis over the vesting penod Optens over the Company’s shares awarded fo employees of the Company's subsidianes
are accounted for as a capital contnbution within the canmying value of Investments in subsichary undertakings
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37 Significant accounting policles confinued
Pensions

Pension costs represent amounts paid to one of the Group's pension schemes For the purposes of FRS 17 *Retrement Benefits' the
Company has been unable to identify its share of the underlying assets and habilihes of the man Group defined benefit pension
scheme on a consistent and reasonable basis Therefore the Company 1s accounting tor contnbutions to the scheme as If it were a
defined coninbution scheme Note 34 to the consolidated financial statements sets out the details of the IAS 19 ‘Employee Benefits'
net pension asset of £7 5m {2007 £0 5m)

28 Profit for the year

As permitted by section 230 of the Companies Act 1985 the Company has elected not to present its own profit and loss account for
the year MITIE Group PLC reported a profit after taxation for the financial year ended 31 March 2008 of £27 Om (2007 £33 6m) before
an excephonal unreahsed gain of £187 7m which arose on the insertron of Intermediate holding companies wathin the Group

The auditors’ remunerahon for audit services to the Company was £40 000 (2007 £35 000)

The average number of persons employed being full ime equivalents, by the Company dunng the year including Directors was 107
(2007 74)

The costs Incurred in respect of these employees were
2008 2007

£m Em
Wages and salanes &7 64
Social secunty costs a8 07
Pension costs 03 03

| 78 74 |

Detaled disclosures of Directors' remuneration and share ophions are given in the audited sechon of the Drectors’ remuneration repart
contaned in the consolidated financial statements

39 Dividends
2008 2007
£&m £m
Amounts recognised as disinbutions to equity holders in the year
Final dvidend for the year ended 31 March 2007 of 2 7p {2006 2 4p) per shaore 84 74
Intenm dividend for the year ended 31 March 2008 of 2 8p (2007 2 4p) per share 8¢ 75
[ 173 149 |
Proposed final dvidend for the year ended 31 March 2008 of 3 2p (2007 2 7p} per share 101 84

The proposed final dvidend s subject to approval by shareholders at the AGM and has not been included as a labity in these
financial statements

40 Tangible fixed assets

Software and
Plant and  development
vehicles costs Tolal
Em £m £Em
Cost
Ad 1 Aprl 2007 37 - 37
Additions 04 66 70
Disposals {0 4) - {©4)
[ At 31 March 2008 37 66 103 |
Accumulated depreciation
Al 1 April 2007 17 - 17
Charge for the year 06 - 0é
Disposals {0 4) - {0 4)
[ At 31 March 2008 19 - 19 |
Canying amount
["A131 March 2008 18 44 84 ]
At 31 March 2007 20 - 20
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Notes to the Company financkal statemems continued

41 Investments in subsidiary undertakings

Em
Shares at cost
Al 1 Apni 2007 2297
Addihons 09
ncrease In investments due to restructunng 1877
Capital contnbuhion re share based payments 10
[ A3} March 2008 4793 |
Provislon for impairment
Al 1 Apnl 2007 14
[ At31 march 2008 116 |
Carrying amount
| At 31 march 2008 4477 |
At 31 March 2007 2181
Details of the acquisihons in the year are provided in Note 29 of the consolidated financial statements and a listing of pancipal
subsichanes i Note 36
42 Debtors
2008 2007
£m im
Amounts owed by subsidiary undertakings 280 347
Other debtors 15 43
Prepayments and accrued mcome 21 24
Corporation tax 18 19
[ 334 433 |
The Directors consider that the canying amount of debtors approximates therr far value
43 Creditors amounts falling due within one year
2008 2007
Em im
Trade creditors 08 18
Amounts owed to subsidiary undertakings 153 155
Other taxes and social secunty 25 18
Overdraft 564 637
Bank loans 500 200
Loan notes 31 99

Deferred fax 03 -
Accruals and deferred income 47

13
L 1331 1140 |

The Directors consider that the camang amount of credrtors approximates ther far value

The Company's bank overdrafts are part of the Group's banking arangements and are offset against credit batances within the
Group The Company has adequate hquidity to discharge all current obligations

Detads of the loan note movements In the year are provided in Note 22 of the consalidated financial statements

44 Creditors amounts falling due after more than one year

2008 2007
£m £m
Unsecured loan notes 146 12

[ 16 12 |

Details of the unsecured loan notes are provided In Note 22 of the consohdated financial statements
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45 Provisions

Contingent
deferred
consideration
im
At 1 Apnl 2007 03
Addihonal provision in the year 199
Uthsed dunng the year {02}
[ At 31 March 2008 200 |
Faling due wathin orne year 11
Falling due after more than one year 89
r 200 |
Details of provisions are provided in Note 26 of the consolidated financial statements
44 Share capital
Number
Ordingry Shares of 2 5p milkon £m
Authorlsed
At 1 Aprd 2007 3400 85
Authonsed dunng the year 1600 40
| At31 March 2008 5000 125 |
2008
Allofted and fully pald
Al beginning of year 3124 78
Issuedt for acquisiions 24 01
Issued under share option schemes 20 -
[ Atend of year 3168 79|
2007
Allofted and fully paid
At beginning of year 3088 77
Issued for acquisihons 17 -
Issued under share option schemes 19 Q1
[ Atend of year 3124 78 ]

Details of movements in share capttal during the year are provided in Note 27 of the consolidated financial statements
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Notes to the Company financlal statements continued

47 Reserves
Share
Called up Share Capial based
share premum Merger redemption payments Profit and
capital account reserve reserve reserve loss accountt! Total
£m £m Em £m £m Em £m
At beginning of year 78 166 549 03 22 641 147 9
Shares issued and net prermium ansing in
respect of acquisthons 01 - 55 - - - 56
Shares ssued and net premium in connechon
with exercise of share ophions - 24 - - - - 24
Share based payments - - - - 10 05 i5
Profit for the year - - - - - 270 270
Unrealsed gain on restructunngy - - - - - 1877 1877
Dividends paid fo shareholders - - - - - (17 3} (17 3)
| Balance at 31 March 2008 7¢9 190 604 03 32 2640 3548 ]
#The unrealised gam on restructunng i non distnbutable
48 Contingent abilities
Details of contingent lakiities have been given in Note 31 to the consolidated financial statements
4% Share based payments
Equity seffled share option schemes
The Company has five share option schemes as described in Note 33 to the consolidated financial statements .
The Company recognised the foltowing expenses related to share based payments
2008 2007
£m Em
Long Term Incentive Plan share ophions 04 —
2001 Executive share options 01 01
2001 Savings Related share aptions 00 00
| 05 01|

The far value of options 5 measured by use of the Black Scholes model The inputs into the Black Scholes model are as descnbed in

Note 33 to the consolidated financial statements

50 Related parties
Directors’ fransactions

Details of related party transactions have been given in Note 35 to the consolidated financial statements

The Company has taken advantage of the exemphon in FRS 8 not to disclese transachons with comparnies within the Group
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Shareholder information

Resulls

2008 Intenm management statement

2008 Preliminary statement of annual results
2009 Infenm management statement

2009 Half yeorty results

Dividends
2008 Half yearly dividend 2 8p (2007 2 4p)
2008 Final [proposed) 3 2p {2007 27p)

Annual General Meefing
The Merchanits' Hal

The Promenade

Clifton Down

Bnstol

B3S8 3NH

Capital History

mMid market pnce 2 Apnl 2001 {date of sub-division)
mMid market pnce 31 March 2008

2008 low/hugh

Registrars

Computershare Investor Serces PLC
The Pavilions

Bndgwater Road

Bnstol

BS13 8AE

Company

MITIE Group PLC
& Monarch Court
The Brooms
Emerson Green
Bnsiol

BS14 7FH

Dividend reinvestment pian

1 February 2008

12 May 2008

31 July 2008

24 November 2008

Pauct

Ex dmvidend date

Record date

Last date for receipt/revocahon of DRIP dvidend mandate
Payment date

31 July 2008

152 50p
242 00p
223 25p/287 00p

T 08707020010
www computershare com

T 0117 970 8800

F 0117 302 6743

E group@mifie co uk
www mitie co uk

Regstered number SC 19230

& February 2008
2 July 2008

4 Juty 2008

14 July 2008

4 August 2008

MITIE Group PLC has set up a dvdend reinvestment plan (DRIP) to enable you to buld your shareholding by using vour cash dividends
under a standing election to buy additional shares in MITIE Group PLC f you would like to receive further information, including details
of how to apply, please call 0870 707 1158 or apply online at www computershare com/Investor/UK

e-communications

By choosing to receve your shareholder communications such as annual reports, by emaill, you would help

* Reduce the amount of paper that MITIE uses,

+ Reduce harmful greenhouse gases caused by the prnting and debivery of paper communicahons, and

+ Get what you want, when you want i, wherever you are In the world

For each person that registers to receve ther communications by ermal we will buy o sapling to be used in the Woodland Trust's
Tree For All campaign — a nahonal campaign combining the planimg of 12 milion frees wath the education of our children to
understand the mportance of working in harmony with the environment

Sign up at wawaw mihie co uk/investors

These finoncial statements can be dowrloaded in PDF format from the Group's website, which also contans addional general

informaton on the Group

Printed on Take 2 Sik and Offset which 1s made from 75% and 100% recycled fibres
sourced only from post consumer waste Take 2 s certified according to the nies

for the Forest Stewardship Council

If you have finshed recdng the Report and no longer wish to retain it please pass it on
to other interested readers or dispose of It in your recycled paper waste Thank you

Designed by luminous co vk
Pnnted by MITIE Document Solutions
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