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Strategic Report Governance

Financial

Our business is focused
on helping clients run their
businesses more effectively.

We're all about developing people
to excel, to challenge how things
are done and to inspire change.

Headline financial highlights

+8.276

+6.0%

Revenue (5.2% organic growth)
£2142.6m (2013 £1.980.6m)

0.0%

Operating profit
£127.5m (2013: £120.3m)

102.47%

Operating profit margin Cashconversion
(2072 6:1%) (2013:110.0%)

I 6 . 8 /O 5 . 2 /O
Dividend per share Basic earnings per share

T1.0p (2013:10.3p)

£8.7bn

24.3p(2013: 237p)}

347

Order book
{2013: €3 2bn)

More on our financial performance:

Page 28

2015 budgeted revenue secured
{Prior year: 85%)
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The Mitie business

A consistent
business model

Understanding Motivating and Technology and
client needs rmanaging people systems that provide

+ +  data and management

information

We get to know our clients’ strategy Our fundamental skillis in getting In order to manage and deliver services,
and what drives their outsourcing the best out of a large and diverse we analyse and act on our own and our
needs, so we can help them to achieve workforce and supply chain, allowing a clients’ data to provide the best service
their goals. client to focus on their core objectives. and most efficient solutions.

A broad offering...

Services to buildings and facilities Services to people

We provide a wide range of facilities management (FM) We provide high quality homecare in the UK, delivering
services across the UK, Ireland and Europe. These are a wide range of services to people who require help and
delivered as integrated FM contracts, in bundles or as single support due toillness, disability or infirmity,

services, depending on client requirements.

£2 ’051 m headline revenue £92 m headline revenue

Graph removed
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Strategic Report Governance Finoncial
Change and a Delivering value
more efficient for Mitie clients,
= way of working = people, communities

and shareholders
We understand the markets we serve, We provide a service that helps our
and our specialist knowledge can clients run their organisations more
help drive change and enable clients efficiently, often with direct benefits
to reduce their costs, and provide for society as a whole. Inreturn we are
improved levels of service. able to deliver sustainable profit that

creates value for our shareholders,

-
with strong brands and
-
focused areas of service...
Services to buildings and facilities Services to people

Image removed

Image removed

image removed

Image removed

Integrated FM

Hard FM
Technical and
building services

Energy Solutions

Logo removed

Image removed

image removed

image removed

Cleaning, landscaping,
pest control and waste

Image removed

Property Management
Social housing maintenance
and painting

[ Logo removed )
More on our contracts:
Poges 12 and 13

Security

Catering and front of house

Logo
removed

Lego removed
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MiHomecare

[ Logoremoved
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The Complete Group

Logo removed
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Chairman’s statement

A year of strong
progress and
development

Image removed

Overview

Mitie has had another very good year,
delivering strong organic growth

and implementing further change to
accelerate growth in the longer term,

Our core Facilities Management (FM)
business performed exceptionally well,
with a steady flow of contract awards
and retentions across both the privote
and public sectors. We are beginning to
see an uplift in the level of bid activity
across our businesses and we have
arobust sales pipeline. We also see a
sigrificant oppertunity to expand our
business with our existing client base,
by proactively selling the benefits of
bundling more services and of integrated
FM. Our energy consulting capability
rermains animportant niche area for

us and differentiates our integrated

FM proposition in the marketplace.

Qur entry into the healthcare market has
continued with success, with MiHomecare
performing well and the acquisition of
Complete Group during the year providing
us with more cormplex care capabilities.
We have built a strong proposition in the
healthcare market and see significant
long-term growth opportunities in

this areq,

Qur strategy is to focus on markets where
we see patential for growth and which
meet our margin targets. In this financial
year, we expect to cormplete our exit from
our loss-rmaking mechanical and electrical
engineering construction business,

which is exposed to the construction
markets. We are also moving out of

the design and build elernent of Asset
Management. Whilst we have incurred
significant losses in doing so, the group

is now better positioned to deliver our
growth ambitions.

As ever, our achievements during the
year would not be possible without the
exceptional efforts of our people and we
would like to extend a huge thank you to
each of them, and welcome those who
joined us.
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Results

During the year, headline revenue grew
by 8.2% to £2,142.6m (2013 £1980.6m).
Headline operating profit increased

by 6.0% to £1275m (2013: £120.3m),
reflecting a margin of 6.0% (2013: 61%).
Headline profit befare tax increased by
4,3% to £113.3m (2013: £108.6m) and
headline earnings per share increased by
5.2% to 24.3p (2013: 2317p).

Qur statutory results include £44.9m

of other itemns {2013: £52.3m), of which
£33.9m are non-recurring (2013: £42.3m)
and will not form part of our income
streamns in the future. The key non-
recurring items are: £13.6m of trading
losses incurred as part of our exit from
our mechanical and electrical engineering
construction business; exceptional
charges of £25.4min respect of reducing
our exposure to the design and build
elerment of our Asset Management
business; costs resulting from acquisitions
and the related integration costs of £5.1m;
and a £10.2m accounting net credit
resulting from a change to future pension
obligations under the Mitie Group defined
benefit pension scheme.

Cash generation remained strong, with
cash inflows from operations of £1241m
(2013: £131.0m), representing excelient
conversion of EBITDA to cash of 107.3%
(2013:127.8%). The balance sheet remains
robust with net debt at the year end of
£186.6m or 1.6x EBITDA (2013: £192.2m
or 1.9x). Return on capital employed has
increased to 16.9% (2013:16.5%).

We have committed bank facilities of
£250m until Septernber 2015 along
with £252rm equivalent of US Private
Placement debt. Both of these facilities
leave us in a strong position to take
advantage of value-creating acquisition
opportunities as they arise.

During this period, our order book

has decreased by £0.5bn to £8,7bn
{2013: £9.2bn). Our sales pipeline currently
stands at £8.2bn (2013: £8.7bn) and our
forward revenue visibility is excellent,

with contracted revenue for the year
ending 31 March 2015 at 84% of budgeted
revenue {prior year: 85%).

Dividend

The Beard's policy is to grow the dividend
broadly inline with the underlying earnings
of the group. The final dividend proposed
by the Board has increased by 70% to 671p
per share (2013: 57p per share), bringing
the full year dividend to T1.0p per share
{2013:10.3p per share), onincrease of 6.8%.
Subject to sharehclder approval at the
Annual General Meeting, the dividend will be
paid on 6 August 20 to shareholders on
the register at 27 June 2014,

Board and corporate
governance

Corporate governance remains an
important ond committed area of focus
for the Board. The priorities during the
year were the continued execution

of our growth strategy, the ongoing
review of performance and risk and the
compasition of the Board. This strong
culture of governance is explained further
inour Corporate Governance Staternent.

Cn 1 June 2013, Jock Boyer was
appointed as a Non-Executive Director
of the Board. He has extensive
experience of building and growing
businesses globally and his early career
was spent in consultancy and banking.
Cn 31 October 2013, Terry Morgan CBE
retired as a Non-Executive Director

of the Board and Chairman of the
Remuneration Committee. We thank
him for his contribution and wish him
well for the future. On1 Novernber 2013,
Crawford Gillies undertook the role

and respensibilities of Chairman of the
Remuneration Committee.

Bill Robson, our longest serving Executive
Director, has indicated his intent to step
down from the Board on 31 July 2014.
Bili has served as a member of the
Board since August 2001 and we are
delighted that he intends to remain

as part of the executive team. He will
continue as Managing Director of our
Property Management division, focusing
on the many new opportunities that are
developing within the housing sector.

Qutlook

Qur focus remains on driving our core UK
FM business to its full potential in order
to generate strong organic growth and
maintain our margins at or above their
current levels. At the same time, we will
continue to grow and invest in adjacent
markets - healthcare is a particular focus
ond we are well-placed to benefit from
the substantial growth opportunities this
rmarket will offer,

We have made significant progress in
re-positioning the group away from

low growth, low margin and higher-risk
activities by exiting businesses which

do not meet our financial criteric. Asa
result, we are better placed than for many
years to deliver growthin our chosen
outsourcing markets.

The group is financially robust and

we have a clear, focused strategy for
growth. We are excited about the growth
oppertunities ahead and confident of
debvering shareholder value.

Roger M

Chutm%‘ & ;

Note: Headline results exclude ‘Other tems’, as analysed in
Note 5.2013 headline results have been restated following
amendments to 1A% 19 ‘Employee Benefits', see Note 1.
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Chief Executive’s strategy overview

A successful and

exciting business...

Image removed

Mitie has continued to grow and evolve
this year, with much success. In everything
we do our vision is toinspire change in the
way that people live and work. We do that
by excelling at service delivery, but always
looking for a new or better way to do the
things that we already do well.

Our core business is in delivering a vast
range of services to buildings and facilities.
These activities accounted for over 95%
of our revenue in 2014 and employ the
vast mgjerity of our 73,000 people.
Through this we deliver the largest range
of facilities management ([FM) services

in the UK: cleaning, landscaping, pest
control, waste, security, catering, front of
house, social housing maintenance and
technical engineering maintenance and
building services. Some clients appoint us
to provide a single service, others, in their
drive for even greater efficiency, choose
a bundle of services and anincreasing
number opt for integrated FM. We also
have an energy consulting business that
helps clients manage energy costs and
emissions, and this is a real differentiator
for Mitie.

We have also moved into the adjacent
healthcare market, concentrating on
providing hormecare services, enabling
peaple to live happier and more
independent lives.

We have 6,000+ carers providing a range
of services from domiciliary care through
to more complex, 24 hour care.

Mitie is FM. Mitie is healthcare. We simply
help our clients run more efficient and
effective organisations by looking after
their facilities, their energy needs and
the people they are responsible for.

Highlights from the past year

This has been a very good year for Mitie.
Our contract wins are covered onpages
12 to 13, but | want to make special
mention of a few.

Inirelond, we have continued to make
great progress since acquiring Dalkia FM
three years ago. We have doubled in size
in that time and were delighted towina
five-year contract to provide FM services
to around 350 Bank of Ireland sites across
the Republic of Ireland, Northern Ireland
and Great Britain,

We have also been awarded a
landmark contract which will see us
expand our presence in the market for
custodial services. Valued at £180m
over eight years, with a potential three
year extension, this contract involves
responsibility for over 900 detainees
at the Colnbrock and Harmondsworth
Immigration Removal Centres

near Heathrow.

Our task is to consolidate these two
separate centres into one facility,

which will release significant savings for
the taxpayer.

Winning repeat business says o great
deal about our people, our values and
our performance. We were very proud to
retain our contract to provide integrated
FM services to Network Rail, which

is valued in excess of £75m over five
years and was one of our biggest rebids
for 2014. We have dlso externded our
relationship with Vodafone for a further
five years, delivering integrated FM ina
contract valued in excess of £250m over
the peried. With Capita, we secured a
further five year, £110m contract to deliver
integrated FM and significantly increased
the scale and scope of services we
provide them.

A clear strategy to grow

Our strategy is to deliver sustainable,
profitable growth, and we will achieve this
through two key routes.

We are focused on driving our core UK FM
business to its full potental. Our ambition
is to be the leading FM provider in the

UK, with specific strengths in our target
sectors. We will continue to focus on
clients in both the public and private
sectors, and provide them with world-class
services, unrivalled expertise and the best
value for money.

Our growth in FM will come in part

from developing relationships with new
clients, but more so through expanding
our relaticnships with existing clients.
The evolution that our clients make

from single service delivery, to bundles
of services, to integrated FM in some
cuses, has been a significant driver of our
growth and we see substantial further
opportunities to grow with our clients in
this way. To this end, we are investing
heavily in our key account management
capabilities and are taking @ more sector-
focused approach to both sales and
operations. In doing this we aim to grow
our overall market share.

At the same time, we will continue to
grow and invest in adjacent markets.
Healthcare is a particular focus and

we aim to take the leading position in

our chosen sectors of the homecare
market. The integration of MiHomecare
is complete and with the acquisition of
Complete Group during the year, we are
well-placed to exploit great opportunities
inthis fast-growing market.
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This strategy will encble us to achieve a
set of key business goals over the next
five years:

= As part of our objective of being the
UK market leader in FM and in order
to better support our clients, we are
focusing our business on market
sector speciglisms.

= We will further build on our success in
the care and custody sector, growing
our services to central government,
particularly in the area of immigration
and prisons.

2 Inthe homecare market, we will develop
a leadership position and redlise the
sales synergies created by adding
more complex care into our offering.

Across everything we do, we will be the
trusted adviser for our clients, building and
growing strong relationships based on
sector-leading expertise and propositions,
strategic advice, innovative technology
and management information.

All of this will ensure that we are a scale
player with a strong competitive position
in each of our major markets, that we
generate margins that are above the
industry average and that we have
excellent visibility of long-term revenues.

Reducing risk in our business

We are concentrating on higher margin
activities in growth markets that feature
long-term, secured revenue streams.

Qur mechanical and electrical engineering
construction business, where we played a
role as subcontractor on mojor installation
projects, carried an unoceeptable degree of
rigk. In addition, as it operated in a cyclical,
low margin sector, it could no longer meet
our financial or strategic targets.

Consequently, we are now well on the
way to exiting this business and expect
this process to be completed during the
financial year ending March 2015.

For sirnilar reasons, we have also been
actively reducing our exposure to the
design and build element of our Asset
Management business, which has becorne
part of the Energy Solutions division.

We have existing commitments on asmall
number of legacy projects where we are
carrying design and build risk and continue
to experience delays and considerable
costoverruns. As aresult, during the
financial year we recognised a nurmber

of non-recurring, exceptionat losses in
relation to some of these contracts.

We have assessed the carrying value

of any assets in our accounts and our
contract related provisions are £25.4m

as at the year end. This is significantly
higher than we previcusly estimated,
predominantly due to overruns on one of
our generation projects, where we have
provided against delays to completion and
applied a more conservative assessment
of the through life value of the contract.
Going forward, design and build risk
remains on a small number of material
energy contracts and their financial
retums remain uncertain. We continue

to closely monitor their operational and
financial performance.

Supported by a strong
set of values

We are all about developing our people to
excel every day, challenge the status quo
and inspire change in the way people live
and work,

The talent, skills and proper conduct of our
people enable us to achieve excellence,
and enhance our business performance
and our brand.

Maintaining positive and harmonious
working relationships with our people is
eritical to our long-term success — and we
can only achieve this when alt of us apply
our values in everything we do.

Our core belief is that everyone should be
treated fairly and in the way we ourselves
would like to be treated. We strive 1o
create an open and honest culture, where
above all we can challenge people when
they don't do the right thing.

With a new loock and feel

Everything we do is about partnerships —
with clients, suppliers, the community and
the Mitie people who work together to
deliver innovative solutions. That ethos
was the inspiration behind the new

brand identity that you see in this report.
Qur new look, which is modern, fresh and
dynamic, has been designed to reflect the
business that Mitie is today, and where we
want to be in the future,

And an exciting future ahead

In the past few years we have seen some
big changes in Mitie - we have positioned
ourselves as one of the UK's leading
integrated FM providers and invested in
new markets such as homecare. We have
also made significant progress in reducing
our exposure to markets with high risk and
low growth, laying the path for a much
stronger business in the long term.

The future looks good, the prospects
healthy. We are confident that we wilt
continue to build on our track record
of sustainable, profitable growth.

Ruby McGregor-Smith cee
Chief Executive

In-house

Shift

Single services

A range of speciolist
single services

Broader cost savings

Bundted services

Synergies between service lines.
Standardised provision

Integrated FM

Integrated delivery -

one client contact

Significant synergies
Management tearm employed
by Mitie (thin client layer}

Dota and inferrmation
systemns drive strategic
property decisions.

Potential incremental
savings

20-30%

In-house to single service

Strategic partnering

+10-15%

Single to bundled services

+10%

Bundled to integrated FM

Creating value beyond cost savings
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Our strategy

Our strategy is to deliver
sustainable, profitable
growth, and is supported

y a focus on six key elements

We measure our performance against this strategy with
a range of financial and non-financial KPIs, Further detail
on our financial KPls can be found on pages 28 and 29.

Our sustainability strategy is directly linked to our corporate
strategy and provides us with a frarmework to ensure we
act responsibly towards all our stukeholders. For more
information on Mitie's material sustainability issues, and
what our stakeholders can expect from us, please see

our sustainability report.

1

People
Develop the best tolent
at every level
of our business,

2

Clients
Provide world-class
services to attroct new
¢lients and retain and
expand contracts with
existing clients.

Responsibility
Take o long-term view
by acting responsibly.

3

5

Operational
Risk excellence
Manage risk and protect Deliver market-leading,
our business and brand. innovative services with

4

New markets
and services

Develop our service capability
in Gur current markets andin
markets that offer attractive
growth opportunities.

maximum efficiency.

People

‘People’ is one of the six key elements in
our strategy. We aim to recruit, motivate,
retain, train and develop the best

talent in the industry. Why? Because in
outsourcing, more than almost anywhere
else, it’s the people on the front line who
make the difference. They cook, clean
and paint. They guard, mow and repair.
They welcome guests, control pests,
provide personal care and much more
besides. And they do it all with a real desire
to serve and, just as important, a smile on
their faces. Their briliant and hard work,

is the single biggest factor behind ocur
success. We are our people - no more,
no less - and they deserve and receive
the greatest support we can give therm.

That cormes in the form of recognition
programmes such as Mitie Stars, which
gives us the chance to say ‘thanks' in

a very public way to those who have
delighted clients by delivering beyond
expectations. Qur support is also
evident through a variety of regular
communication channels, Many of our
people are young and for most of them
social media is as much a part of their
lives as TV and phones, We communicate
in the way that they prefer - and that
means using Facebook and Twitter.

We aim to help our people be the best
they can be and provide a range of
training and development opportunities,
from eLearning programmes to career
pathways which define all key roles across
the business and give us ali clear guidance
on what is required to make progress in
our careers. In 2014, we look forward to
launching the Mitie Acaderny. This will
boost our account director talent pipeling,
by sharing knowledge and providing
development opportunities tallored to

the needs of each individual.
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Graph removed

Clients

Dascription:

Mitie is o people business and we pride ourselves

in ereating and nurturing outstonding managers.
Monitoring how successful we are in retaining our
peopte is animportant measure for us.

Target:

Enhance focus on the development and retention of
management to maintain o retention rate of over 80%.
Comment;

CGur manogernent retention rate was 89.2% for the year,
excluding redundancies.

Image removed

Clients in both public and private

sectors continue to recognise outsourcing
us aroute not only to reducing costs but
dlso to accessing expertise. We have
enormous experience and our clients
krnow that by working with us they are
benefiting from a track record of delivery,
trusted relationships and quality service.
Put simply, we hit the ground running and
make a real difference from day one.

Today, clients increasingly want that
‘difference’ to be applied to more and
mare individual services, Many clients
initially appoint us to provide a single
service. Then, when we have proved our
value, they frequently move towards
bundling a number of services together
- and there's a clear trend towards
bundled and integrated FM, where we
defiver a suite of services, often across
multiple sites. We see opportunities for
great service and consistent growth in all
contracts - whether we're providing one
service or twenty-one.

Client retention is key to our organic
growth, particularly in relation to our top
50 strategic contracts, which account

for over 40% of group revenue {only one
of these contracts accounts for more
than 5% of group revenue, which currently
contributes 8% of revenue). During the
year our retention rate on these accounts
was 92%.

Graph removed

As a substanticl portion of our revenue was historically
generated through single service contracts, one of

our gpportunities for growth is through expanding our
relationships with existing clients by providing other
services. We have seena trend in the markets towards
integrated FM contracts over the past few years and we
ara well-positioned to meet the demands of this trend
due to our broad range of services. We measure the
percentage of revenue that is generated by these types
of contracts in order to measure how wellwe are
performing in this area.

Cornrrent:

60% of revenues are attributable ta bundied service
andintegrated FM contracts. This KPl includes the
impact from MiHomecare, which currently cperates
predominontly single service contracts.

Graph removed

We are focused on kng-term recurring revenue
streamns. At the start of each financial year, we calculate
the percentage of budgeted revenue that is already
contracted.

Commaent:

At the start of the financial year 2015, 84% of budgeted
revenue was secured, a reflection of the success

of our strategy 1o focus on leng:term secured revenue,

Image removed

Image removed

Graph removed

Des

Our farward erder book shows the total value of
future revenue secured by contractual agreements
and it is a key part of our focus onbuilding long-term
J'ECLII'TiI‘g revenue,

Targer

‘We aim to grow our order book ot least in line with
revenue growth.

Comment:

Our order book decreased by £0.5bn during the year
to EB.7bn.
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Our strategy

Operational excellence

We focus on delivering efficiency -

that’s why clients enjoy working with us.
But in addition to the day-to-day services,
clients are seeking value-added advice
and innovations that reduce their

total occupancy costs and improve
service levels.

We never rest on our laurels and never
tire of looking for ways to do things
better. Sometimes that means lateral
thinking and approaching a task or service
from a completely new angle. At other
times, it can involve introducing new or
improved technology such as MiWerld,

a web-based management information
portal that enables clients to monitor and
manage clf their buildings and equipment
in one place, in real time.

We continue to invest in these
copabilities right across our business,
and in doing so create true partnerships
with our clients, drive cross selling and
improve retention.

Image removed

New markets and services

Graph removed

Qur headline operating profit margin provides us with
agoed indicator of the prefitability of our business.
Where we have material restructuring and acguisition
related items, such as nons-recurring integration costs,
we exclude these from our meosure,

Objective:

Margin increases over the medium-term.

Commant:

Our headline operating prefit margin was 6.0%,

Graph removed

FM is our heartland and the main driver
for both our current success and future
prospects. At the same time, we're
constantly looking for opportunities innew
markets that meet our targets for margins
and long-term, secure growth. We do this
by growing organically in new markets,

or by making acquisitions, We have
anestablished track record of using
acquisitions to add strategic capability and
fuellong-term organic revenue growth,

Hedlthcare is an important area where
we have used acquisitions to enter a new
rmarket. This is a key adjacency to our
core business and demands many of the
same key strengths needed to succeed
in facilities management: client focus,
service, flexibility and support. It also
offers tremendous growth prospects.
During the year we paid around £9m

to bring Complete Group into our
organisation. One of the leading complex
care companies in the UK, the business
employs some 650 people, including
registered nurses. Complete Group
provides high acuity care at home to
approximately ¥50 individuals with ongoing
complex clinical hecithcare needs and will
complement our offering in the rapidly-
growing homecare market.

We calso invested over £1min two new
‘Mitie Model’ businesses. Qur existing woste
business has been recapitalised to allow the
rmanagerment tearm to take an equity stoke
in the business and motivate them to grow
it and share in its future success.

on:

Mitie has histarically tracked and reported organic
revenue growth as a key measure of its success.
Organic growthis calculated by using revenue as
reported in the Accounts, based on the continuing
businesses and excluding the impact of material
acquisitions or disposals maode during the
performance period.

Objective:

Grow revenue organically every year.

Commaent:

Mitie achieved 5.2% organic heodline revenue growth
across the groupin 2014, an incregse of 20bps on

2013 organic growth.

In addition, our latest start-up business
is Mitie Local, which provides cleaning
services to small and medium sized
London based customers.

Mitie's Care and Custody business, which
specidlises in custodial management
services, also successfully expanded

its presence in the immigration

centre market.

In the security market, we were pleased
to make another smalt acquisition, of
UK CRBs Ltd (UKCRBs), the criminal
records checking service, from the
rmanagerment team. UKCRBs is one of
the largest providers of online criminal
records checking services in the UK and
gives our Total Security Management
business a scalable platform to compete
in the rapidly growing screening and
vetting market.
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Risk

Effective risk management is critical in
helping us achieve our strategy and is a
key consideration in our business decision
making. Through our contracts, we
become responsible for certain tasks and
functions. With responsibility comes risk -
and we use a thorough risk management
strategy to help us identify and mitigate
those risks.

As the group grows in scale and
complexity, a flexible and dynamic
approach to risk management is required
to help us plan and prioritise the use of
our resources effectively across all areas.
This enterprise-wide framework ensures
we can identify, mitigate and manage

our significant risks effectively, both

at an operational and strategic level.

We are also aware of our cbligations to
operate in a responsible and ethical way.
Qur ethical business framework sets out
clear expectations and behaviours for all
our people to follow, which holds them
accountable to always doing the right
thing and adhering to our values.

Image removed

Responsibility

Graph removed

ore
The health end safety of our people s critical te our
business. Reportable occidents are those defined as
fotclities, mojor injuries or resulting in over sevendays
cbsence or restriction from work.

*Figures shown ara those colculated to refiect the over
seven day gbsence period, rather than the previously
defined over three doy absence period.

Objective:

In line with our Work Safe Home Safe! employee
engagement programme, our objective is to continue
to embed scfe working behoviours and ensure

every employee goes home safely ot the end of their
working day,

Comment:

Qur reportable accident reporting rote shows @ 16%
improverment on the 2013 rate, with the major
incident rate showing a 10% improvement. We wilt
maintain our focus on continual improvement in
heclth and safety risk management to fulfd aur

Work Safe Home Safe! vision.

Image removed

We take our responsibility as a

business seriously, and work hard to
minimise our impact on the environment
and maximise our support for local
communities. Our Energy Solutions team
helps many of cur FM clients and we

use the same expertise to make sure that
ermissions and consumption associated
with our own operations are as low

as possible.

We've set ourselves an aspirational torget
to reduce our carbon footprint by 35%

by 2020 and we're well oncur way to
achieving it.

The Mitie Foundation, set up in 2013,

is anindependent charity focused on
creating job opportunities for people of
all backgrounds in the communities in
which we work. Our award winning Real
Apprentice programme, under its new
name Ready2Work, has continued to

go from strength to strength, Arecord
number of five programmes have been
completed this year and 51 people
completed the course. Of those, 38 have
been offered ajob or apprenticeship,

or have gone back into further education.

We were delighted to be recognised
with the highest ranking in Business

in the Community's (BITC) Corporate
Respoensibility Index, being awarded a
Platinum Big Tick, a new banding in the
Index for 2013 designed to challenge
leading companies on topics such as the
unique contribution their business can
make to create a sustainable economy.
Qur commitrment to diversity also saw
us win the 2013 Leadership Diversity
Award at the National Business Awards
UK, and for the fourth year in arow we
were named as one of the Times Top 50
companies where women want to work.

More on our financiol performance;
Page 28

Graph removed

Description;

Emissions are calculated using the DEFRA guidance
an how to measure and report GHG emissions and
apply the 2010 guidelines for company reporting.
The rote of CO,e emissions per Mitie employee

is cakulated using the overoge number of pecple
employed during the year.

Objoctive:

Understand ond minirmise the environmental impact
of our operations.

Comment:

Emissions per employee are lower than the prier year.

Nete: All prior years are restated.

”
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New contracts update

Building and creating excellent
client relationships in our
core chosen markets and sectors

This summary shows a selection of contracts that we

have retained, expanded and been awarded during the year.

A new contract, subject to final negotiations,
providing bundled FM

ND = not diselosed

Image removed

Image removed

Finance and professional services Private | [ Manufacturing and utilities Private

Clent Timeframe  Totolvalue Clent Timeframe  Total value

Capita Syears  £110m AWE, the Atormic Weapons Establishment Syears E£50m

Retained ond expanded a contract to deliver Retaoined and expanded our partnership to deliver

integrated FM bundled services

PwC 3years ND Novartis Pharmaceuticals Syears £36m

Retained a contract to provide document Retoined and expanded a contract for waste

rmanagernent and distribution services manogement services

Bank of Ireland Syears ND Luxury car maker Syeors  £25m

Awarded a significant new contract to deliver Retained and expanded our contract to deliver

facilities management at 350 sites across arange of cleaning and environmental services

the Republic of Ireland, Northemn Ireland and en Engines 3yeors am

Great Britain Berg . e
Awarded a new contract to provide facilities

Insurance firm Syears €55m management services in Norway

éﬁp:é?:': greferred bidder to deliver anintegrated BAE Systems 3 gears ND
Awarded a new contract for total security

Law firm Syears £12m management, working within its Real Estate

Retained and expanded a contract to provide Solutions business

a ;ogge of gus‘:gsrss s;e;\éleces. including mailroomn, Springhelds Fuels 7 gears 6m

printhgand o Services Awarded a new contract for total security

Law firm 3years £5m monagement

S:s?r::ig soerr\_ve?:ecsontruct to provide Kellogg's 3gears £5m
Awarded anew contract to provide focilities

Stock exchange 3years E4m management services to Kellogg's UK and

Added to our existing work delivering facilities European head offices in Manchester and Dublin,

management, with a centract including cleaning, as well as specialist hygiene services to their

mail, porterage, reception, reprographics, manufacturing plant in Wrexham

switchboard, and waste management Netional Grid 6 years om

3years ND A new total security management contract

Awarded a new contract for tatal security

management
Technology and communications Private

Retail Private Clent Timafrome  Totalvalue

P E—rs Tl v Vodafone Syears  £250m

ont fmefrome  Total vawe Retained a contract to deliver integrated FM

Major online retailer 3years £47m

Awarded a new contract to deliver a range of

facilities management services

Mitchells & Butlers 3years £38m

Awarded a controct to provide waste management

i h

services at 1,600 restaurants throughout the UK Image removed Image removed

Tesco 4years ND

Awarded a contract to deliver lighting

Cineworld 3years £9m

Awarded a controct to provide cleaning services

at 44 cinernas in the South of England, as well as

Cineworld's heod office in London

Major UK luxury fashion retailer 3years £6m

Gather & Gather awarded a new contract to

provide catering services

A British shoe manufacturer 3years C4m tmage removed
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Transport and logistics Private
Client Timeframe  Totalvalue
Network Rait Syears £75m Image removed
Retained a contract to deliver integrated FM
Heathrow Terminals 3, 4, 5 and the 3years+ £15m
Heathrow Express. 1year+ (phase?)
Awarded a new contract to provide technical FM 1year Image removed
Eurotunnel 3years ET2m
Retained and expanded a total security
management contract
HS1 Syears ND
Awarded 6 contract to operate Ashford image removed
International station on beha'f of HS1 Ltd,
owner of the UK's first high-speed raitway
FedEx 3years £3m
Renewed a contract to provide security services
Healthcare Private
Chent Timeframe  Totaivolue Image removed image removed
Four Seasons Healthcare 3years £33m
Commenced a new contract in Jonuary to deliver
technical FM across its estate of care homes
Healthcare Public Homecare Public
Clent Timefroma  Total volue Cliont Timeframe Tota! value
Epsom and St Helier Uiniversity Hospitals NHS Trust Syears £33m East Sussex Council Syears £20m
Awarded a new contract to provide domestic, portering Appointed to pravide homecare, reablement and
and helpdesk services at Epsom Hospital and catering continuing healthcare
services at both Epsom and St Helier Hospitals Worcestershire and Richmond upon Thames. Suears £3.3m
NHS Foundation Trust 6 months £4m Appainted to framewaork contracts.
Awarded a tcfc-h"iwl foci1'ities management Leicestershire Sgears  £2.5m
contract to defiver a lighting project Appointed to deliver a Continuing Heclthcare
programme
Publi Nottinghamshire County Councll 3years  £2.5m
Central government c Home-based care and suppart services
Chent Tirmeframe  Totalvaiue London Borough of Bexiley 2years Elm
The Horme Office Byeors+  £180m Appointed to deliver reablement care
Awarded o new contract to manoge and maintain 3years (phase)
two immigration centres .
The Maritime & Coastguard Agency 3years £4m Social hOuS!ng Public
A new bundled FM contract Chent Timefrome  Totol value
Orbit Heart of England 8years £20m
Publi Secured an odditional £2.5m per annum contract to
Local government < deliver capital impravernent works aver eight years.
o F— E—— This is in addition to our existing work with the client
et Imefrarme _Toa and brings the total contract value to £152m over
The London Boreugh of Sutton 7years + £15m eight years
A new contract delivering technical FM 3years {phase1) RoyalBo hof Kingston Tyear + €15m
Awarded a new contract to rmanage Kingstor's Tyear
‘Better Homes' programme, including delivering
Education Public planned work and decorations toproperties across
the borough
Chent Timeframe  Total volue London & Quadrant Housing Trust 6years+ E75mto
University of Law 3years ND Awarded a new contract to deliver painting Syears £15m
Awarded o multi-service contract to include services to L&Q's housing stock throughout
cleaning, security, mechanical and electrical South East England
engineering, and pest control services across the lan Housi s
e et Ragl ng years  £45m
University of Law's eight campuses Awarded @ new contract to provide
Oxford Brookes University 3years £im pointing services to 5,000 properties across
A new cleaning contract Southern England
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Inspiring...
A creative take
on catering

Logo
removed

In May 2013, Creative Taste, part of Mitie's catering portfolio,
took over operation of the Gallery Café at Dulwich Picture
Gallery. We now run daily operations at the 70 cover cafe,
as well as catering all hospitality events in the café, along
with a large number held in the gallery and its grounds.

Creative Taste introduced a new style of service and
redesigned menus to the café having gained a complete
understanding of Dulwich Picture Gallery's profile

and requirements.

What's more, we've fully refurbished the café space, and
introduced an additional catering facility - a 1970's converted
Citroen H van called Bernadette - which provides an outdoor
café and children'’s offer in the gallery grounds.

Our innovaticn and nimble approach has eased pressure
on the main café during busy periods, provides visitors
with a spacious seating area within the grounds, and has

COnSide| Gbly increased sales.
I o

Image removed increase in average spend
per visitor since the start
of the contract ayeor ago

image removed

70

cover capacity ot the Gollery
Café, enhanced by our vintage
catering van, Bernadette
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Image removed
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Image removed

Inspiring...
A sustainable strategy
for waste management

Logo removed

Mitie was awarded a three year, £38m contract in
October 2013 to deliver waste management services
to Mitchells & Butlers' extensive and diverse UK estate.

Building on our existing relaticnship with Mitchells & Butlers
we've expanded what started as a single service pest control
contract to provide recycling services at 1,600 restaurants
and pubs nationwide. In April 2074 Mitchells & Butlers further
expanded our contract to include delivery of mechanical

and electrical maintenance across 85 of their sites for the
next two years, with an additional value of £2m.

In a chain that includes well-known brands such as Harvester,
Toby Carvery, and All Bar One, we've implemented our
innovative approach to waste management, improving
Mitchells & Butlers’ sustainable performance and reducing
costs through a programme of material segregation

and better supply chain management.

Image removed

1,600+

restaurants and pubs
throughout the UK

Image removed

807%+

percentage of Mitchells & Butlers
waste that is recycled
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Image removed

Inspiring...
Smarter services
and safer working

Logo removed

We renewed our £75m integrated facilities management
contract with Network Rail in March 2014, building

on our long-term partnership to deliver a comprehensive
range of FM services across their property portfolic

for a further five years,

As part of our ongoing strategic relationship, Mitie is
improving site security, increasing efficiency and reducing
costs for Network Rail by supplying its new Sentinel

card service, the passport for working safely on the

UK rail network.

Mitie introduced the new Sentinel service to Network Rail
in June 2013, replacing the basic laminated card system
with a service incorporating smart card technology - the
most advanced systemn of its kind in the UK - allmanaged
via Mitie's state-of-the-art MiTec 24/7 technology centre.

The real time, automated service reduces site registration
times, provides a live register of the people onsite and
100% authentication of ID and skills, improves protection
for lone warkers, and streamlines frontline processes.

90k

Image removed Network Rail employees

and eontractors wark ‘trackside”
o o neor Metwork Roil's
infrastructure, and must carry

o valid card for inspection

100%

authentication of ID and skills

of the people working onsite, Image removed
improving site safety
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Image removed

Inspiring...
An ethical
approach to care

Image removed

MiHomecare delivers over 6,250 hours of care per week to
vulnerable people in Southwark with 380 support workers,
making us the biggest care provider in the borough.

We currently provide care for people who need additional
help to stay in their own home, including people with dementia
and mobility issues. Our services include meal preparation,
medication management, washing, continence support and
housework, Over 96% of our Southwark workforce lives in the
boraugh, making this a local service provided by local people.

Our focus on training and developing our people is
consistently recognised by our clients and the people we
care for, who praise the “exceptional way we work with the

very vulnerable”.
967

Image removed of our people who work.

in Southwark also live there;
local people, providing

¢ local service

380

support workers providing Image remaved
care throughout the borough
mokes us the biggest care
provider in Southwark

Image removed 6,2 5 0 +

hours of care provided
to vulnerable people
in Southwark every week
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Inspiring...
Anintegrated
approach to FM

Logo removed

The Bark of Ireland appointed Mitie in October 2013 to
deliver integrated facilities management across its estatein
the Republic of Ireland, Northern Ireland and Great Britair.

Mitie was appointed to provide a complete range of
self-delivered services, including engineering maintenance,
cleaning, landscaping, waste managernent, pest control,
reception, and maiiroom,

The strategic, five year partnership has helped the
Bank of Ireland to integrate services across its estate
to drive significant efficiencies through an innovative
and high-quality service offering.

Image removed

515

number of Mitie people Image removed
delivering services
to Bank of Ireland

Image removed

4,000+

reactive calls handled and resclved
each month

Image removed
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Image removed

Inspiring...
A first rate response
and significant savings

£20m

Image removed savings on repair bill
over the next ten years

Logo removed

In November 20113 Mitie commenced a ter year, £177m
contract to carry out housing repairs and maintenance for
Hammersmith & Fulham Council.

Having been awarded a three year £30m cyclical painting
contract in January 2013, and building cn our existing strategic
partnership with the Council, we're now responsible for
providing reactive repuairs and planned maintenance

to over 17000 social housing properties across the

London borough.

Our innovative approach to service delivery ensures that
residents are a top priority; backed up by our 24f7 contact
centre, which provides a flexible appointment systern

so that residents can select convenient times for repairs
to take place.

Image removed

17,000+

properties will be subject
to reactive repairs and
plonned maintenance

Image removed
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Marketplace and operating overview

from the evolvin

Economic climate

Although the UK economy is showing
signs of improvermnent, and we have
seenan increase in our bid activity across
our businesses in the past 12 months,
there is still some distance to go before
we can say that the effects of the
downturn are definitely behind us.

Aggainst this backdrop and the
austerity rmeasures which continue
to be implemented by both central
government and local authorities,
outsourcing is now well-established
as a route to improved services with
lower costs.

We work with people who want to
perform better, and see attractive
opportunities across FM and Heglthcare.

Well-placed to benefit

outsourcing market

Clients continue to recognise the strengths of outsourcing
in the drive to meet cost and operational challenges.

We are excited about the growth opportunities in

our targeted markets, as clients move from outsourcing
single services to relying on our support across bundled
services and, ultimately, fully integrated FM.

Graph removed

Graph removed

Public sector £0.8bn 36% | Public sector £4.7bn 57%
1 Centraland other government 8% | 1 Centraland other government 15%
2 Locatgovernment 7% | 2 Localgovernment 4%
3 Sccial housing 0% | 3 Socialhousing 19%
& Healthcore 5% | & Healthcare 6%
s Education 6% | 5 Education 3%
Private sector £1.4bn 64% | Private sector £3.5bn 43%
& Finance and professional services 7% | & Finance and professional services 8%
7 Manufocturing % | 7 Retoil 8%
8 Retai 1% | & Manufacturing 5%
s Property maonagement 4% | 8 Transport and logistics 8%
10 Technolegy and communications 6% | o Property manogement 7%
n Construction 1% | m Technology and communications %
2 Utilities 3% | u Utlities 2%
11 Leisure 4% | 1 Leisure 2%
w Transport and logistics T% | w Construction 2%
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Services to
buildings
and facilities

Marketplace

The total UK FM market is valued at
£125bn, with £75bn currently outsourced.
QOwr principal addressable market, defined
as contracts worth over £500,000 per
year, is estimated to be £45bn, of which
we have a 4% share. The market remains
fragmented and is dominated by around
120 lorge providers, with the 12 largest
players accounting for 34% of the market.
Individual service line markets tend to be
led by different competitors, who inturn
have follower positions in other markets,
The FM market is expected to grow
around 2% per annum between 2013 and
2077, a significant improvement on the
1.2% per annum achieved between 2007
and 2013 (sources: leading management
consultancy; MTW Research).

During 2013, we commissioned an
independent qualitative research
programme among senior property
and facilities directors in the UK.

Clients want companies such as Mitie

to help them carry out their business
better, not just cheaper. Ameng the
survey's key findings was the fact that
although outsourcing remains a key
method of reducing costs, it is also
recognised as away te harness expertise.
Many interviewees also agreed that a
focus on least cost provision was a false
economy, and stressed the need for

a more cutcome-based approach that
encourages the best performance from
the service provider,

The research identified five key customer
needs: an emphasis on low price coupled
with a proven track record; a steady

shift towards bundled services and
integrated FM; increased expectation of
FM providers, with a need for strategic
advice as well as efficient service delivery;
greater demand for technology and
management information; and reduced
demand for FM on a global or cross-
border basis.

Public sector

In the public sector, we believe that
outsourcing will remain a key government
strategy and we foresee an increase

in activity, driven by continuing budget
reductions. The CBI recently estimated
that the Government is only half way
through its planned deficit reduction.

In order to further reduce the deficit

and procure services that offer the

best value for money, it will continue to
open up public services to independent
competition. This will be supported by the
UK public services industry, which makes
up more than 7% of the UK's GDP and
supports over five million jobs. The CBI
dlso proposed to introduce new measures
to boost transparency and trust in public
sector controcts that are manaoged by
private and third sector organisations,
which we endorse.

Although we will be highly selective in the
copportunities we pursue, justice, social
housing and local authorities are allareas
where we anticipate high levels of growth
in the coming years. While there have
been procurement delays in the justice
market, we remain confident and have
also identified attractive opportunities

in social housing, particularly through

the long-term nature of contracts

and relationships that are afeature

of this market.

Private sector

Private sector clients face many

similar challenges to their public sector
counterparts. They aim tc outsource
non-core services in order to reduce
costs while maintaining - and in many
cases improving - the services they
offer. We have proven strengths in
many sectors and expect good growth,
especially in retail, manufacturing,
transport and the financial sector.

Our growth has been predominantly
driven by the private sector over the
past five years, and we expect this trend
to continue, as the economic recovery
gains momentum.

Image removed

Image removed

23




24

Mitie Group plc
Annual Report and Accounts 20114

Marketplace and operating overview

Operational performance
overview

There are significant opportunities
for us to grow crganically and to win
market share. This growth will be
driven by: our extensive self-delivery
capability supported by a well-managed
supply chain, which generates value
for our clients whether they choose
single, bundled or integrated services;
our focus on technology which can
increase efficiency and enhance
profit margins; and our commitrment
to investing in capable management
teams that can build and meintain key
strategic relationships.

Those strengths formed the basis

for a year in which we were awarded
and retained a number of important
contracts, details of which can be found
onpages 12 and 13.

Facilities Management revenue split

Graph removed

2074 2013
Em £m
1 Clecning and
environmental service 363 388
2 Security 216 246

3 Catering and front
of house 76 o1

4 Technicaland
building services

447 413

5 Integrated FM 668 510

We have aligred the way we report our
FM business to more accurately reflect
how it is managed, which is in the two key
areas of Soft and Hord FM. Soft FMis
made up of: ¢cleaning and environmental
services; security; and catering and front
of house services. Hard FM providesa
range of technical and building services.

Cur integrated FM proposition brings
together a range of hard and soft FM
services. During the year, the total revenue
generated from our integrated contracts
was £668m.

Cver the lost two decades, the FM
industry has moved from providing
single services to bundles of services.
Today, the focus is onintegrating

a wide range of services into one
cohesive contract, often ot multiple
and diverse sites. However, although
the immediate benefits of bundied and
integrated services include lower costs
and a single point of accountability,
long-term success is built on a track
record of consistent delivery across
all service lines,

Many FM clients see technology -

and specifically management inforrmation
~ as a key differentiotor among providers.
The data that we collect and hold as part
of managing a client's estate can provide
powerful management information.

It allows us to reduce the total cost of
occupancy and improve service levels and
responsiveness. It also provides insight for
strategic decisions about how our clients
run their estates; for example, how to
better use mobile working or how to
invest (or divest) across their portfolio.

While a fully integrated FM model

will not suit all clients, the shift to greater
integration and bundiing of services is
steady and is continuing to generate
new and expanded contracts for Mitie.

Image removed

Divisional performance

Soft FM

204 2013 Growth
Revenue £4,190.8m E112220 [SHPY
Operating
profit E74.8m £73.4m 1.9%
Operating
profit margin 6.3% 6.5% (O.2ppts)
Order book £57n  £50bn  2.0%

Cleaning and environmental services

Rebranded in 2013 as Erwvironmental+,
this business is one of the UK's largest
providers of cleaning, pest control,
landscaping, waste recycling ond winter
gritting, It employs over 32,000 people
and is active on every high street in

the country.

We brought these services together under
one banner to reflect client demands for
lirking services that complement each
other, saving costs and improving quality.

This model allows us to equip our

peaple with multiple skills, thereby
reducing the number of site visits and
improving productivity. This joined-up
approach also increases efficiencies,
saves vital resources such as energy)

and water, and helps to reduce our clients’
carbon footprints.

Security

Our focus is on providing our clients with
total security managernent. We have
responded to changes in the industry

by adopting a risk-based opproach to
security - we assess risks and then bring
together the right people, technology and
consultancy services to manage them,

While manned guarding remains

central to our security services, we have
diversified through  range of higher
margin and predominantly technology-
based offerings. Services such as remote
monitoring, employee screening, lone
worker protection and vacant property
security systems are changing our
business mix.

In addition, there are good opportunities
for us to incorporate security within
integrated FM contracts.
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Catering and front of house

This is a service fine that is now delivering
in a market where we have huge potential
to grow - the UK contract catering
market alone is worth £4.2bn. Our Gather
& Gather catering brand has increased

its bottorn line three-fold in only three
years and is winning business in its cwn
right, as well as an integral part of broader
FM contracts.

Competition in this market is significant
but fragmented - split between the

large global corporates and a host of
smaller, independent and owner-operated
businesses, The market is based on
specialisation, with defined brands and
offerings targeted at specific sectors.

Our team s diverse and conternporary,
and offers clients anew, challenger brand
with a real point of difference.

These services have huge potential
to generate reputational goodwill and
position Mitie as the premier provider
of catering and reception services, in

Cur specialist services continue to
provide new opportunities, through
services such as water treatment, building
controls, fire and security systems and
compliance; all of which continue to grow.
Our smartphone operational solution

and performance audit software is
revolutionising the way our engineers
operate, and the way our clients manage
their technical assets.

To further support our clients, we

have refined our operational structure.
Our technical and building services
offering now encompasses a range of
niche property services such as roofing
ond plumbing, which previoushy sat within
Property Managerment. As all of these
services are retated to either long-term
mgintenance contracts or short-term
projects for clients with large, commercial
property portfolios, there are significant
benefits from operating them as part

of a singular, broader business.

combination with our award winning Energg solutions
Client Services.
2074 2013 Growth
Revenue £15.9m £459m (65.4%)
Hard FM Operating
profit {E4.6m)  (E14m)  (214.3%)
201 2013 Growth -
Operating
Revenue £579.4m £5267m 10.0% profitmargin  (277%)  (31%) (24.6ppts)
Operating Order book £02bn  EO3bn  {33.3%)
profit £300m E€290m 3.4%
Operating ;
profit margin 5.2% 5.5% (0.3ppts) Elner:gg and cc\[‘bon Togs:;:nptlon o:te
Order book £27bn  £28on (250%) | Pogngagrowingroleinthe property

Qur techrical and building services
offering encompasses a full range of
hard FM services, from mechanical and
electrical maintenance to lighting and
building fabric repairs. We operate ina
wide range of sectors and are currently
seeing good opportunities across the
business; particularly with clients in the
transport, local government, retail and
commercial sectors.

Demand for our mobile maintenance
service continues to grow, and it is

now the most comprehensive in the
UK. We are also the largest lighting
contractor in the UK, and the advances
in LED lighting technology have enabled
us to differentiate ourselves further by
providing energy efficlencies.

management decisions and strategies

of our clients, Costs continue tobe a
major issue for all, with our ownresearch
forecasting that they will double by 2020,
The issue is further clouded for clients by
the confusing landscape of obligations
and policies, as well as the complex
solutions offered by many providers.

Qur FM proposition is supported by
services from our Utilyx business, which
helps our larger FM clients to procure, use
and generate electricity more efficiently.
Energy consulting is an important
differentiator for many of our clients, who
recognise that it can add significant value
to their relationships with Mitie. Utilyx also
works direct with a large independent
client base.

During the year, we integrated our Asset
Managerment business into Utilyx. We are
continuing to reduce our exposure to the
design and build eternent of this business.

Property managerment
2014 2013 Growth

Revenue £264.8Bm £2428m 2%

Operating

profit £Mam  £136m 5.9%

Operating

profit margin 5.6% 56% (0.2ppts)

Order book £0.8bn  £09bn  (117%)

Property Management now operates
solely in the domestic housing market,
serving both private and public sector
customers. We deliver a wide range

of property related services, and are a
market leader in comprehensive repair
and paint services. These operations

are delivered locally through cur branch
network in 28 locations, and reach in
excess of 200,000 homes across the UK.

The market is fast moving, and we
continue to innovate and expand the
range of services we offer. We support
our clients to make transforrmational
change, which includes bespoke
partnering models, legal structures,
strategic planning, investment
consultation and stock surveys.

The market s also continuing to
consolidate, and during 2013 we saw an
increasing trend towards longer-term,
larger bundled contracts across larger
social housing portfolios. With continued
pressure on local authority budgets, many
authorities are turning to economies of
scale to maintain quality across housing
stocks. We are well placed to exploit

this trend by bundling services together
for clients.

Cur repairs business, which provides
services to insurance cormpanies’
customers, and private sector housing
offering continues to grow and we are
creating a sector specialism within our
chosen markets.

Image removed

Image removed
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Marketplace and operating overview

Homecare is recognised as an

-
Sel"VICES important elerment in the move towards

a system of care that both meets patient

to people needs and also delivers better value.

People prefer to remain in their own Image removed
homes when possible, while central
government and local authorities view
homecare as a more cost-efficient
alternative to care in hospitals or

retirement homes. Consequently,
homecare in the UK is a marketplace .
that displays many of the same features Homecare services

as the early days of FM outsourcing. We offer a range of homecare services:
These include clear opportunities for 2 Help with personal hygiene and
consolidation in a fragmented market dressing needs
and for technology to play a major role in . . -
Marketplace accelerating per%n”moicg. Furtéermore, M ::Z:zngu?g? E;gdht time help to get
Qut of an annual UK healthcare spend there is the potential for us to build on » Adrministrati d assi
of over £100bn, our target social care our existing FM relationships with local wit;\n::\z dri:c:g;:n assistance
market accounts for £17bn and the authorities and the NHS to secure o . ,
homecare market in England alone homecare contracts. = Licison with care users’ GPs

currently accounts for around £8bn.
However, a number of trends will drive
this amount up in the coming years.

= Respite care for relatives and carers

Increasingly, homecare (or odult
= Escorted outings and holidays

social care) is publicly funded but privately

delivered. Two decades ago, the vast - Emergency assistance
The UK population is ageing - with the majority of care was provided by local 3 Liveincare
number of over 85s expected to double authorities. Today, such provision is > Complex care
in the next 25 years. This increase negligible and almost all care is delivered
means that long-term care is expected by independent organisations such
to account for an increasing proportion as Mitie.

of GDP. According to the OBR, this figure

could rise from arcund 1.5% today to
2.5% by 2060, Cost pressures continue
to mount, with local authorities expected
to reduce spending by E800m in the
near term. The planned 10% reduction in
council spending over the next two years,
announced in the 2013 summer spending
review, will add further momenturm to the
drive to achieve better value in all aspects
of long-term care.

Image removed
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Performance highlights

Healthcare

2014 2013* Growth
Revenue £91.7m E430m N33
Operating
profit ET2.Tm ES57m  122.8%
Operating
profit margin 13.8% 13.3% Obppts
Order book EO.5bn  £0.2bn 150%

* Enara was acquired on 9 October 2012, these results are
from the period of acquisition o 31 March 2013,

Since the acquisition of Enara in 2012,
which marked our entry into the hamecare
market, we have rebranded the business
os MiHomecare. it now benefits from a
more streamlined corporate structure

and back office, and full integration into
our operations is complete.

MiHomecare provides high quality care
at home to peaple who require help due
to illness, disability or infirmity. We deliver
around 120,000 hours of care per

week to 10,000 pecple via some 6,000
employees working out of 57 branches.
We offer a range of hormecare models
to aclient buse of local authorities (78%
of revenue), the NHS (8%) and private
individuals (172%). The average length of
contract is three years and the business
has a retender success rate of over 90%.

During 2013, we were appointed

to deliver a Continuing Healthcare
programme in Leicestershire as well as
framework contracts in Peterborough,
Worcestershire and Richrmond upon
Thames. We also won a two year
contract to provide reablement services
and homecare in the London Borough
of Carmnden.

Leng-term, our strategy is to complement
MiHormecare's domiciliary care operations
with capabilities in reablement, complex
care, community services and integrated
care pathways. The acquisition of
Complete Group in January 2014 was

an important step in this direction.
Complete Group employs some 650
people, including registered nurses,

to provide high acuity care at home to
around 130 individuals with ongeing
complex clinical healthcare needs.
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Financial review

Strengthening
our financial
position

Image removed

Financial highlights

We are focused on delivering long-terrm
value for our shareholders. With this
objective inmind, we are repositioning
our business to focus an markets that
demonstrate good organic growth
potential, can generate strong margins
and have a low risk profile.

This year's finoncial results demoenstrate
the strength of our Facifities Management
(FM) end Property Management
businesses, which continue to generate
strong organic growth, and a high
margin contribution from our Healthcare
business, Separately, we have also
recognised the impact of a number

of other exceptional iterms, including
non-recurring losses resulting from our
decision to reduce our exposure {0 two
select areas of our business that no
longer meet our growth, risk or return
expectations and an accounting credit
derived from cur actions to de-risk our
defined benefit pension exposure.

We delivered strong financial results in
the year ended 31 March 2074, whilst also
raking good progress in repositioning
our business. Headline revenue grew by
8.2% 10 £21426m, headline operating
profit grew by 6.0% to £127.5m and
headiine EPS increased by 5.2% to 24.3p
per share, all of which underpinned the
recommendation of a final dividend of
1.0p per share, anincrecse of 6.8% over
the prior year.

Financial KPIs

Highlights
£2.142.6m +8.2% (Orgonic: 5.2%) 107.3%
Headline revenue Cash conversion
(2013: £1,980.6m) (2012:127.8%)
6.0% (O)ppts £72.0m
Headline operating profit margin Free cash flow
(20713: 61%) (2013: £877m)
24.3p +5.2% 1.6x
Heaclline basic EPS Netdebt: EBITDA
(2013: 237p) (2013:1.9x)
£127.5m +6.0% 1.0ppts +6.8%
Headline operating profit Dividend per share
(2013: £120.3m) (2013:10.3ppts)
£68.4m +215% 16.9% +0.4ppts
Profit before tax Return on capital employed
{2013:£56.3m} (2013:16.5%)
13.4p +13.6% £38.1m +9.2%
Basic EPS Dividends paid
{2013: 11.8p) {2013: £34.9m)

Graph removed

Description:

Our headline operating profit margin provides us with
o geod indicator of the profitability of our business.
Where we have material restructuring and acquisition
related iterns, such as non-recurring integration costs,
we exclude these from our measure.

Target:

Margin increases over the medium term.

Comment:

Our headline operating profit margin was 6.0%.
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Graph removed

Qur results are supported by a strong
balance sheet and impressive cash
conversion — qualities that have been
consistent features of our results and
OUr rManagement processes.

The chart above highlights the strong
annual growth we have had over the last
five years.

Statutory and non-statutory
measures of performance

Our financial staterments contain all the
information and disclosures required by
the relevant accounting standards and
regulatory obligations that apply to the
group. We have elected to provide some
further disclosures and performance
measures in order to present our financial
results in a way that best demonstrates
the performance of our business.

The results described as ‘headline’ report
the performance of the trading activity
of our core Soft FM, Hard FM, Property
Management, Energy Solutions and
Healtheare businesses along with the
central overhead required to manage the
group. The ‘headline’ measure illustrates
the performance of the underlying
activities of the group, andis a non-
statutory measure.

We have separately disclosed any
restructuring and acquisition-related
iterns together with the results of the
engineering construction business which
we are exiting. These iterns are described
as ‘other items’ within the income
statement and in related parts of this
Annual Report and Accounts. The ‘other
itemns’ measure of our results is a non-
statutory measure. In the current yeor,
‘ather items’ comprise:

< The results of the engineering
construction business we are exiting

= Exceptional charges in respect of
reducing our exposure to certain
Energy Solutions contracts

+ Acquisition related charges, including
amortisation of acquisition related
intangible assets

<+ An accounting credit resulting from a
change to future pension obligations
under the Mitie Group defined benefit
pension scheme {recognised under
1AS 19 (revised)).

The sum of the headline and other items
columns are the statutory reported
results of the business and reflect

the full trading result of the group,
reported in accordance with IFRS,

THis presentation is consistent with the
way in which we manage and report on
our business internally and is consistently
applied to enhance the disclosure of

our performance.

During the year, the group reported on
the activities of four divisions: Facilities
Management, Property Management,
Energy Solutions and Healthcare.

With effect frorm 1 April 2014 and in

this report we have provided enhanced
transparency of the activities of our
previously defined Facilities Managernent
division and now disclose and describe
separately the results of our Soft FM

and Hard FM divisions. In addition, we
have refined our operational structure

to further support our clients and to

focus the activities of our Property
Managerment division solely on the
domestic housing market. The niche
property services delivered to commercial
clients, which were previously undertaken
by Property Management, are now part
of the Mard FM division. The financia!
impact of this change dlong with the
enhanced Facilities Management
disclosures are set out in the notes

to the accounts.

Graph removed

Graph removed

Graph removed

Description:

The efficiency of how we manage cash generation is
animportont indication of our business perforrmance.
The conversion of earings before interest, tax,
depreciaticn and amortisation [EBITDA) 6 cash is the
maost significant cash flow indicator for Mitie. Mitie is
buitt on o sound understanding of the impertance of
cash and working capital management ond that ethos
rernains eritical to aur business.

Targer:

Over 80.0% of EBITDA converted to cosh.

Comment:

Cash perfarmance in the year has been strong ond

we have exceeded our targets on both o statutory

and headfine basis. Conversion of EBITDA to cash

was 107,3%, and on a headline basis was 102.4%.

This is a result of the strong focus on cash ond working
capual across the business, throughowt the year.

Description:

Mitie has historically trocked ond reported organic
revenue growth os o keymeosure of its success.
Organic growthis coleulated by using revenue as
reported in the accounts, based on the continuing
pusinesses and excluding the impact of material
acquisitions or disposals mode during the
performance period.

Grow revenue orgonically eveny year.

Comment:

Mitie achieved 5.2% organic revenue growth across
the group in 2074, anincrease of 20bps on 2013
organic grewth.

Description:

Earnings per share is one of the key metrics of
measuring shareholder value.

T

Maximise EPS sustainable growth.

Comment:

Our EPS growth wos 5.2%.
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Revenue

Headline revenue in the year grew by
8.2% to £2142.6m (2013: £1,980.6m).
This increase is attributable to strong
organic growth of 5.2% (£105.5m),

the full year impact of the prior year
acquisitions of £50.7m, and £5.8m from
the in-year acquisitions of UKCRBs and
Complete Group.

The revenue attributed to the engineering
construction business which we are
exiting was £78.5m (2013: £139.9m}.
This revenue has fallen by 43.9%

this year as we near completion on
cormmitted work,

Total statutory revenue was £2,2211m,
representing growth of 4.7% on the prior
year (2013: £2,320.5m).

Operating profit

Headline operating profit increased

by 6.0% to £127.5m (2013: £120.3m).
This increase is attributable to organic
growth of £2.0m or 1.6%, the full year
impact of the prior year acquisitions of
£4.8m, and £0.4m from the acquisitions
rmade during the current financial

year. The group’s headline operating
profit margin remains strong at 6.0%
2013:6:1%).

Statutory operating profit for the

group increased by 21.5% to £82.6m
{2013: £68.0m), reflecting both the
growth in the headline performance of the
business and a reduction in other items
year onyear.

Other items

Other items included in the income
statement of £44.9m are set out inNote 5§
to the Accounts. These other items have
been incurred principally as a result of

our decision to reposition the group away
frorm the construction related mechanical
and electrical engineering contracting
business and reduce cur exposure to
design and build contracts in the Energy
Solutions division.

During the year, total loszes of £13.6m
were incurred in the engineering
construction business which is being
exited. These losses principally arose

on settlement of certain contracts’ final
accounts as business activities cease,
which resulted in costs in excess of
those anticipated at the end of the prior
year. Judgements have been taken on the
value and completion timetable for the
remaining contracts and on the valuation
of contract assets and liabilities at the
balance sheet date,

Charges totalling £25.4m were incurred
in the year as we sought to reduce our
exposure to the design and build elernent
of our Asset Management business,
whichis now part of the Energy Solutions
division. We have reviewed the carrying
value of assets on the balance sheet
related to the activities of this division and
have made contract provisions for the
costs to complete certain works,

Acquisition related integration costs
incurred during the year in respect of the
acquisitions of Enara, Complete Group
and UKCRBs were £4.4m (2013: £37m)
and were broadly in line with their
respective acquisition business cases.
Acquisition costs in the year were £0.7m
{2013: £3.2rn). The amortisation of
acquisition related intangible assets was
£11.0m (2013: £10.0m).

Fellowing consuttation with members and
the restructuring of the future benefits to
be offered to members under the group's
main defined benefit pension scherne,

a credit of £10.2m (£10.5m less costs

of £0.3m) has been recognised in the
income statement under |AS 19 (revised)
due to the resultant reduction in scheme
liabilities in the Mitie Group defined benefit
pension scheme,

Earnings per share

We are focused on growing EPS to
support our dividend growth aspirations
and as a driver to enhancing shareholder
value. Headline basic earnings per share
increased by 5.2% to 24.3p per share
(2013: 231p) and statutory basic earmings
per share increased by 13.6% to 13.4p
(2013:11.8p).

The EPS measure is driven by both the
average number of shares inissue and the
profitability of the group. During the year,
the Board approved a share purchase
policy to maintain share numbers at o
broadly consistent level year on year with
the aim of ensuring that the interests of
sharehclders are not diluted by the issue

of shares that support the group's various
share schemes, nor by the issue of shares
as consideration for earn outs under the
Mitie Model. During the year, the group
bought back 2.9 million shares {2013 nil)

at acost of £7.4m to offset the issue of

2.3 million shares in respect of earn outs
under the Mitie Model. These shares were
subsequently cancelled. To offset shares
issued under the various share schemes,
and to hedge against shares to be issued in
the future under these schermes, 5.8 million
shares (2013: nil) were bought to be held

in Treasury at a total cost of £17.0m and
shares to the value of £2.8m (2013: £6.6m}
were also purchased and held by the
group's Employee Benefit Trust.

The group's total retum of cash to
shareholders through share purchase
and buyback activityin the year totalled
£27.2m(2013: £6.6m). The average
nurnber of shares in issue in the year was
3599 million (2012: 3577 million} following
this activity.

Dividends

The group has a strong track record

of dividend growth and it is the Board’s
policy to grow dividends broadly in line
with the headline earnings of the group.
Accordingly, this year's cash returns

to shareholders fully reflect the strong
underiying performance of the business
and have not been discounted by the
impact of non-recurring charges. The full
year dividend has been established by the
Board to reflect the growthin headline
earnings at 11.0p per share (2013:10.3p
per share), an increase of 6.8% and
reflecting a cover of 2.2x times headline
earnings per share. The final dividend
proposed by the Board has increased

by 7.0% to 6.1p per share (2013: 5.7p per
share). During the year, total dividends

of £38.'m were paid to shareholders
{2012 £349m)

Strong cash conversion
and free cash flow

Our profits are strongly backed by cash
flows. Cash conversion measures our
success In converting operating profit
(measured by EBITDA) to cash and
reflects both the quality of our earnings
and the effectiveness of our cash
management octivities. Cash inflows from
operations decreased by 5.3% to £124.m
during the year (2013: £131.0m), but
through our continued focus on working
capital management we hove delivered
excellent conversion of profit (EBITDA) to
cash at a rate of 107.3% (2013: 127.8%).
On a headline basis our cash conversion
is 102.4% (2013: M0.0%); this is after
adjusting for the effects of certain
charges recognised in other items that
will not recur.
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During the year, Mitie generated good
free cash flow of £72.0m (2013: £87.7m),
reflecting the strong cash generation

of our business model which requires
very low levels of capital expenditure to
support its development (1.0% of group
statutory revenue (2013:1.3%)). This has
enabled us to maintain very good dividend
payments, return cash to shareholders,
maintain constant share numbers to
protect shareholder retums, and actively
invest in organic and acquisitive growth
oppertunities. The consistency of our
cash generation and cur ability to provide
strong cash returns to shareholders has
been a key feature of our results and
remains a major focus going forward.

Financing facilities

Mitie has a diverse range of secure
funding facilities, with committed banking
facilities of £250m which are available
until September 2015 and on which the
group has a floating LIBOR interest rate
exposure. It also has a mix of US private
plocement loan notes, with a range of
tenure which mature between 2017

and 2024 and an interest rate exposure
that is predominantly fixed at around 4%
per annum. The group also has further
overdraft focilities of £40m.

Net debt and gearing

The gearing of the group has remained
low and net debt at 31 March 2014 was
£186.6m [2013: £192.2my), representing
a reduction in our statutery net debt

to EBITDA ratio to 1.6x (2013: 1.9x).
This conservative gearing level gives
us capacity to invest in value creating
growth opportunities going forward
and to provide strong cash returns to
our shareholders.

Net finance costs

Total net finance costs increased by 21.4%
to £14.2minthe year (20113: ET1.7m).

This increase largely reflects the full year
effect of the funding costs associated
with the acquisition of Enara Group, which
was made mid-way through the prior
year. This acquisition was funded through
the issue of US Private Placement loan
notes with a fixed interest rate.

The total interest cost on US Private
Placerment loan notes was £9.5m

{2013: £5.4m). Other interest and finance
charges, net of investment revenue, were
£3.23m{2073: £5.5m). The introduction

of IAS 19 frevised) in the current year has
resulted in a new pension related interest
charge in the year of £1.4m (2013: £0.8m).

Graph removed

Return on capital employed
(ROCE)

It is our aim to enhance our ROCE over
time, ROCE is calkcutated as headline
operating profit after tax (adjusted

for the proforma, full year effect of
acquisitions) divided by capital employed.
Capital employed is caleulated as net
assets excluding net debt less non-
controlling interests. Our ROCE for the
year was 16.9% (2013: 16.5%).

Our ROCE demonstrates our ability

to generate returns from the capitat
employed by our business. We focus on
our ROCE through the management of
our asset base, consideration of returns
on capital when we invest and through
a focus on maximising the profitability
of the group. By generating returns
that exceed our weighted average cost
of capital, currently around 8%, we are
ensuring that we add value through our
investrnent decisions.

Pensions

Ouwr financial strength and balance sheet
remain unaffected by any significant
pensions deficit, with the net deficit of all
the defined benefit pension arrangements
included on the balance sheet being
£191m (2013: £29.9m).

The deficit on the group defined benefit
scheme at 31 March 2014 was E17.0m
(2013: £297m). The significant decrease
in the deficit was due to the strong
performance of schemne assets and the
positive impact of amendments made
to the terms of the Mitie Group defined
benefit pension scherne, Future increases
in pensionable pay are now subject to
amaximum annual cap equivalent to
CPI. The scheme, which only has 240
contributing members and is closed to
new entrants, will remain open to future
accrual but with a generally reduced level
of future benefit increaises. This change
reduced the scheme's future liabilities,
mitigates a potential rise in future
contributions and establishes a more
affordable scheme going forward.
Thein-year financial impact of the
capping of scherne benefits resulted in
anon-cash, non-recurring credit to the
income statement (after associated
costs) of £10.2m,

The group also makes contributions
to customers’ defined benefit pension
schemes under Admitted Body
arrangerments as well as to other
arrangements in respect of certain
employees who have transferred to
the group under TUPE. Mitie's net
defined benefit pension abligations
inrespect of schemes in which itis
committed to funding amounted to £2:m
(2013: £0.2m).

Mitie contributes to a number of defined
contribution pension schemes. Auto-
enrolment became applicable for the
group from 1 July 2013.

Investment in acquisitive growth

On 14 August 2013, Mitie acguired UK
CRBs Ltd (UKCRBs'), the criminal records
checking service, for total consideration
of £1.0m,

On15 Jonuary 2014, Mitie acquired
Complete Care Holdings Ltd { Complete
Group'), for total consideration of £5.0m.

From the date of ownership, the
acquired businesses have contributed
headline revenue of £5.8m and
headline operating profit of £0.4m,
which is in line with our expectations.
Acquisition and integration costs of
£07m and £0.4m respectively were
incurred during the year in relation to
these acquisitions. In addition, £4.0m of
integration costs were incurred in relation
to the prior year acquisition of Enara
Group (now trading as MiHomecare).

Mitie's entrepreneurial
investment model!

In August 2013, Mitle purchased

certain minerity shareholdings of four
Mitie subsidiary companies under

their respective Articles of Association
and shareholder agreements in
accordance with arrangerments under our
entrepreneurial investment programme
known as the Mitie Model. The total
consideration for all four purchases
amounted to £6.9m being satisfied by
£0.8min cash, and the remaining £6.1m
by the issue of 2.3 million new Ordinary
shares of 2.5p each in Mitie Group plc
valued at 267p per share, being the
average of the closing middle market price
for the five banking days immediately
preceding 23 July 2013. These purchases
are discussed in more detail in Note 31to
the accounts.

Suzanne Baxter
Group Finance Director

Cx:ya
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Principal risks and uncertainties

The section below describes identified principal risks to the achievement of cur
strategic business objectives. These risks are those believed by the Board to be most
significant to impact our strategy, our financial and operational performance and
ultimately our reputation. There may be other risks which are currently unknown to the
group or which may become material in the future. We continue to group risk in four
categories: strategic, financial, operational and regulatory.

Strategic risks

Risk

Mitigation

Contract
mobilisation,
management
and performance

The group continues to see large scale complex integrated
facilities management contracts as materially important to
the achievernent of our strategic objectives. Our ability to
successfully mobilise, operate and manage such contracts

is critical for the maintenance of sur financial position. As our
service offering becomes increasingly complex as a business
differentiator. we become increasingly refiant on the delivery
of sophisticated technological solutions for our clients. These
solutions necessarily carry increased risk around design,
delivery and successfulimplernentation when compared to
ourmore traditional business activities. Qur ability to retain
and win new controcts of this type is therefore important for
the future success of our business.

Large and complex integrated facilities management
contracts are subject to executive management Gversight
and appravat, Teams of experienced bid, mobilisation and
operational defivery specialists support these contracts
to mitigate the risk of failure at any stage. Regular
diglogue occurs with the client’s executive management
to ensure service delivery remains infine with the client’s
expectations.

Our Board governs and reviews the investment in and
support for the development ond deployment of technical
sclutions and these programmes have governance

and review structures in place to monitor their ongoing
performance.

Company
performance
and resourcing
requirements
impacted by
changeto

the market
and economic
conditions

Mitie's principal macro-economic exposura is to the UK
market, with only very limited expesure 1o the wider globot
economy, With the UK economy showing some signs of
recovery, an expected potential upturn in the pipeline of
opportunities for Mitie is anticipated. The need for our
business model to adapt and grow with any ongoing economic
upturnis therefore paramount. With private secter clients
likely to be varied in terms of the volume, value and range

of required services, a failure to recognise ond respond to
these demands may impact the group's ability to win or retain
significant business opportunities. Qur diverse business
portfolio provides resilience during times of economic changes
and varying demands on our resources, depending on the way
inwhich the economic cycle affects our client base.

We remain highly focused on delivering sustainable,
profitable growth and are completing our exit strategy
from more cyclical, margin-diluting markets. Our strategy
continues to be reviewed ond evolve 1o ensure high
margin growth areas are targeted, underpinned by the
right supporting business infrastructure, Our focus on the
developrment of our long-term contract portfolio reduces
the group's financial exposure to rapid changes in the
economic environment, The acquisition strategy remains
targeted on securing opportunities both to help diversify
our business offering and to enhance our current services,
Entry into new business areas is controlled and requires
Board approval.

Protecting
our reputation

The strength of our reputation remains a critical component
in aur ability to achieve our strategic objectives and growth
targets. A detrimental impact to our reputation moy lead to
aloss in market confidence in our ability to retain or undertake
new client work and may affect our financial performance and
growth prospects. We understand clearly that any incident
involving major harm to one of cur pecple or our clients/
partners, corrupt practices involving fraud or bribery, weak
financial control processes or failure 10 meet regulatory
requirerments may significantly impaoct our reputation. Such
animpact could result in contract losses, failure to win new
business, financial penalties and difficulties in the future
recruitment of key staff.

‘We recognise thot o strong corporate governance
framework supported by dermenstrable values and
behaviours provides the bosis for effective reputational
management. Our governance framewark provides
dedicated policies, procedures, training programmes and
audit to address specific issues which, if realised, moy
give rise to reputational impact. Specific elernents of this
framework were revised, rationalised and strengthened
during the year. As our business continues to grow and
develop into new sectors we will remain strongly focused
on protecting the strength of our reputation through
effective governance, leadership and the development
of our ethical business framework.

Financial risk

Risk

Mitigation

Financial strength
and accessto
appropriately
scaled and diverse
sources of funding

Our financial strength makes us an attroctive partner to

our clients and stakeholders, including our funding partners.
Should our financial performance deteriorate, our ability to
access funding on competitive terms could be impacted,
causing a restriction in our ability to grow both organically ond
through acquisition, and an increase in the ¢ost of borrowing
which could affect our financial performance.

Our most significont area of expenditure is staff costs, which
have to be paid regularly and at specific times. Our ability to
do this is reliant upon the continued availabtity of funding,
our ability to manage our cash flow, access to varied sources
of funds end working capital. It is eritical to the success and
continuity of our business.

We continue to monitor our financiol performance very
closely via our mature financiol governance arrangements,
with daily monitoring of bank balarnces, weekly cash

flow forecasting and regulor financial performance and
balance sheet reviews. We continue to maintain our strong
bonking, debt finance and equity relotionships, with a
diverse portfolic of committed long-term funding.

Reliance on
material

counterparties

Our business activities are dependent on a number of
significant counterparties such as insurers, banks, clients and
suppliers. Effective and onguing relationships with our material
counterparties will underpin the group’s obility to meet its
strategic objectives, The Failure of o key subcontractor,
supplier, financing or other partrier could have adetrimental
impact on the operational and financial effectiveness of our
business and cur ability to trade.

We have strategically developed a diverse and rabust
counterparty bose, limiting the dependency of any one
counterparty and hence the impact of any potential failure.
A formal review of material counterparty risk is undertaken
by the Board and ot divisional and business tevel.
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Operational risk
Risk Mitigation
Significant heaith, Many of our diverse operations, if not effectively managed, The Board maintains its cormmitment to the highest
safety or have the potential to result in significant harm te our standards of quality, health, safety and environmental
. employees, our business partners, members of the public, (QHSE) performance, through effective governance,
em:nronmentul or to damage the environment. As a major employer our oversight and management standards, with QHSE
incident focus on and commitment to safeguarding our pecple and performance continuing to be the first item on every
protecting the environment remains unwavering, Fallure to do Board agenda. Our well-established QHSE management
sa could resutt in a significant incident, affecting an employee, systerns are certified to the IS0 9001, 14001 and
their family, friends and colleaques, or lead ta requlatory OHSAS 18001 standards and we continue to focus
action, financial impact or damage te our reputation. on the importance of values and behaviours through
our employee engagement programme Work Safe
Home Safe! To support our managerment systemand
engagement programme we focus on developing training
prograrmimes to ensure every employee, at every level
of the business, has the core competencies required to
da their work safely. Our programmes are supported
by a network of dedicated ond experienced QHSE
professionals, backed up with the use of external parties
to provide specialist technical expertise where required.
System, process Qur operational efficiency and future business performance is Our core policies provide the basis of our governance
or control failure increasingly reliont on the use of sophisticated, interdependent framework and these rernain under continual review
. business systems, which provide the basis for contract to ensure they remain optirmised inline with effective
may |mpuc.t managerment and business support activities. These systems, governance proctices as the business continues to grow
our operational in eddition to cur governance fromework of policies and and diversify, Qur internal control effectiveness continues
performance procedures, will remain critical for the control and success to be reviewed formally, supparted by a programme of
of the business as they help to drive innovative solutions to internal audits and seli-certification on the operation of key
customer requirements, irmprove operational efficiency via the controls ond procedures,
use of targeted monagement information ond underpin the Busi ical 4 focti
effectiveness of our business support functions. LsIness cnt'co. systerns are tgste to ensure efiective
recovery following a potential disaster scenario and
The business critical nature of these systerns means that we have in ploce an assurance programme to test the
operational failure may result in a significant impact on adequacy of our mitigation activity. Oversight of T related
operational delivery, contract management ond client governance is provided by the [T steering group who
expectations, Equally the role of systems in ensuring the continue to monitor the effectiveness of the information
effectiveness of the business support control and reporting security management system which is aligned with
environment may mean that system feilure could lead to a recognised international standards.
breakdown in the controls around high volurme transactions
and compliance areas such as vetting and employment
legislation. Such a breakdown could result in financial or
other misstaternents aceurring or non-compliance fines.
Retentionand We acknowledge the importance of attracting and retaining Our career development and talent management
attraction of the best skilled people at all levels of the business to achieve programmes are a key focus for cur management teams,
Killed e our strategic objectives and helping to deliver our long-term ensuring o pipeline of opportunities exist for staff ot every
s peop growth aspirations. This is particularly the case where we level of the business. Additionally, succession plans exist
require specialist technical expertise or management and for key management to ensure a talent pool is identified,
where the market may be highly competitive. We also developed ond ready for succession if needed, Our focus
recognise the importance of diversity in ensuring a broad on training and competency at alllevels of the business
range of views are considered when developing strategy and continues 1o ensure that we develop our people to encble
supporting programmes. Challenges in attracting new talent, thern to manage the changing profile of our business.
or developing and retoining our existing employees could
impact our ability to achieve our strategic growth objectives.
As we continue to grow and diversify into new areas, this risk
will continue to be a focus for the Board.
Regulatory risk
Risk Mitigation
Non-compliance We continue to provide a strang focus on ensuring, asa Ourlegal complionce fromework, as a key elerment
with the minimum requirement, legal compliance in all of our business of our management system, has been established to
L areas, in particular where we enter into new business ensure proactive identification of legal and regulatory
developing areas. As a major employer, further development of the requirements in all our business areas. Cur operational
regulatory regulatory fromework in areas where we work may have a teams remain primarily responsible for ensuring legal
framework material financial impact on the business. Failure to achieve cormpliance, supparted by experienced teoms of

appropriate legal or regulatony compliance could lead to
enforcement oction, fines, adverse publicity and therefore
potential damage to cur reputation.

functional experts and backed up by our assurance
teams. Where required, we obtain specialist technical
advice to support our in-house teams. We continue te
monitor the developing regulatory framewerk, to allow
for effective planning on potential requirements and
costs of compliance.
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Sustainability

One approach.
One strateqy.

Being a responsible business is not optional for us.

Doing the right thing creates financial value for Mitie - so whether
we're developing great relationships with our clients, recruiting
and developing the best people in the industry, or measuring

and improving our carbon footprint, our sustainability strategy

is consistent with our corporate strategy.

People

6
Responsibility

3

Operational
excellence

4

New markets
and services

More on our group strategly:
PagesBtoT)

We've been setting ourselves
susteinability targets and publishing
the results honestly and transparently
for the last nine years - and our
performance has improved year on
year. This year, we have retained our
Platinum status in the 20714 Business
in the Community CR Index, we have
been recognised at the Opportunity
Now Excellence in Practice Awards 2014
and we have been named a Times Top
50 employer for warmen, for the fourth
consecutive year.

We have very clear sustainability
ambitions, ilustrated by our 2020
targets, and the basis of our
sustainability report is to update all our
stakeholders on our progress against
those targets, as well as set out dlearly
what they can expect from us. Our 2074
sustainability report encompasses

the social and environmental

aspects of our operations, our key
performance metrics and goals,

and our commitments for the future.
Go to www.mitie com/sustainability

to view it in full.
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Our sustainability targets for 2020

Last year we set ourselves aspirational targets to be achieved by 2020, The table
below shows progress on those targets at a very high level - for the details of our
performance, including highlights and challenges, go to www.mitie.com/sustainability

for the full report.

Our position on hurman

rights issues

Mitie is committed to the UN Guiding
Principles on Business and Human Rights
and international Labour Organisation
convention. Protecting and preserving

2 |mprove client satisfaction to achieve ”“é”“ human rights in every territory we
a Net Promoter Score of 25% operate in is embedded in our culture
The best way to measure how well we're looking ofter our clients and fundamenital to our Compary values,
is to measure how happy they are. This is reflected in our policies and actions
- - toward our employees, suppliers, clients
2 Achieve 90% employee engagement based D%w and the communities and countries where
on Mitie's proprietary model we do business.
As a company f?unded inthe entruelprer\euricl spirit, we've always We continually strive to create an
understgod the importance of motivation - engaged people are great environment of respect for all individuals.
performing people. We are committed to an inclusive, safe
- Embed diversity in all our practices (achieve 90% Progless :’?t‘:ﬂe:ZE:‘L‘ZSTS'S;E:S;Z":Z:?rzﬁi‘f
diversity score based on Mitie's proprietary model) Diversity and "':dusi ongpo“ cy, as wc"a" <
When it comes to people, our objective is very clear: we want as our human resources proc'edures.
to recrutt, retoin and develop the very best, and that means getting Our human resources policies and
the right mix of people too. procedures are compliant with the local
- Embed our key Work Safe Home Safe! behaviours p’%’“‘ emp:°9me“‘ 10“:15_ cg,”_c;m;“,g_ N
The health and safety of our people is our absolute priority, emp! loyment an diny ;:I r:m s rights,
making sure they can work in a secure environment and go home In every country in which we operate.
safe at the end of the day. We work with our communities and our
N . - suppliers to encourage cultural, economic
-2 Embed our values and beliefs into our supply chain ""’(’5"“ anF;ocicl devebpmgm and through
We already have a robust process in place to audit our partners’ all our actions, we prote;;t and preserve
sustainability policies and performance - but we want to do much more. hurman rig hts.’
= Dedicate 1% pre-tax profit to community investment, "%"-"“‘
through the Mitie Foundation activities
The Mitie Foundation, set up to bring together Mitie's community
engagement activities, is focused on creating opportunities for
people of all backgrounds 1o join the world of work, by raising
aspirations and unlocking people’s true potential. You can recd more about what we're
doing in all of these areas and see our
= Reduce our carbon footprint by 35% (compared to 2010 ”’%e“ latest performance data at:
baseline and measured as CO,efEm revenue) mitie.com/sustainability
We will actively manage our energy use, waste production and fuel
consurnption to ensure that we cut both costs and carbon emissions.
Image removed
Qontrack O Work tobe done 9
2010 restated %change
Resource Units baseling® 2013 0% ogainst baseline
Scope1 Gas and fleet fuel Tonnes of COLe 41,343 43,007 42,0715 2%
Scope 2 Electricity Tonnes of CO,e 3490 2978 3,223 -8%
Scopeland2 intensity Tonnes of CO,efemployee 079 064 0.63 2%
Intensity Tonnes/Em 26.07 2168 20.39 -22%
Scope 3 Energy and business cartravel  Tonnes of CO.e 4,564 3,591 10,455 129%
Upstream Water Tonnes of CO,e 10 m 12 22%
Created waste Tonnes 1436 1,204 1,536* 7%
Intensity Tonnesfemployee 0.025 0017 0.021 -16%
General waste Tonnes 989 607 793* -20%
Recycled waste Tonnes 447 597 743 6%
% recycled 3 50 48* 56%
* Variance to the prior year due to the integration of Enara (now MiHomecare)
Directors of the parent company Senior managers of the Company”™ Employees of the Company
2women BOwomen 34,583 women
‘1man 382men 38,185 men

**Defined as employees earning »£60.000 per onnum
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Board of Directors

Image removed Image removed
Roger Matthews Ruby McGregor-Smith cas
Non-Executive Chairman Chief Executive
Chairman of the Nomingtion Committee Chair of the Results and Investment Commiittees
Memmber of the Remuneration Comimittee Ruby joined Mitie in 2002 ond was appointed as Chief Executive in
Roger was appointed as o Non-Executive Director of Mitie in December 2007. Ruby has extensive experience within the support services sector
2006 and was appointed as Non-Executive Chairmanin July 2008_ Rogeris where, prior to joining Mitie, she held a range of senior roles, primarily
a Mon-Executive Chairman on the board of LSL Property Services plc and is at Serco Group ple. Ruby is an Independent Non-Executive Director of
also a Trustee of Cancer Research UK. Roger was previously Non-Executive Michael Page International PLE, appointed to the board in May 2007, and is
Choirman of Pertermps Network Group Limited and held the rotes of Group also a member of their Nomination and Remuneration Committees. She is
Finance Director of J Sainsbury plec, Group Managing Directar and Group a Nen-Executive Director of the Department of Culture, Media and Sport.
Finance Director of Compass Group PLC, Ruby’s charitable and community interests include acting as Chair of the

Confederation of British Industry'’s Public Services Strategy Board, Chair
of the Women's Business Council, and Business Ambassador for UK Trade
and Investment,

Image removed Image removed
Suzanne Baxter Bill Robson
Group Firnance Director Executive Director
Member of the Results and Investment Committees Billis the longest serving Executive Director of Mitie Group pic. He joined

the group in 1992 by way of the acquisition of his private painting and
maintenance company. Bill was appointed to the Board in August 2001
and has been responsible for the creation and strategic development of the
in mergers and acquisitions related transaction support and held o number Property quagen'{ent division. On 31 July 2014 he will sFep.down from tf\e
of commercial and operational roles with Serco Group ple. Suzanneis B?Q"d- He will remain as part of the executive team, continuing as Managing
a Non-Executive Director of WH Smith PLC, where she is also Chair of Director of the Property Management division, focusing on the many new
the Audit Committee and member of the Nomination and Rermuneration opportunities thot are developing within the housing sectar.

Committees. Sheis Deputy Chairman and a member of the Counsel of

the Business Services Association, a policy and research centre of excellence

for the support services industry, and Deputy Chairmaon of Oppartunity

Now, a part of the BitC organisation with a focus on gender diversity in the

workplace, Suzanne olso acted os interim Corrpany Secretary during

theyear.

Suzanne was appointed as Group Finance Director of Mitie Group ple in
April 2006. Suzanne is a Chartered Accountant with o wealth of experience
in the support services sector. Prior to joining Mitie, Suzanne specialised
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Image removed

Image removed

Larry Hirst cee

David Jenkins

Non-Executive Director

Senior Independent Director

Member of the Audit, Nomination and Remuneration Committees

Independent

Larry was appointed as a Non-Executive Director on 1 February 2010, Until
hig retirerment from IBM in 2010, Lorry wos Chalrman of [BM (EMEA) where
he held a number of senior positions during his 33 year career with IBM. Larry
is @ Non-Executive Director of ARM Holdings plkc and is also the Chairman of
the Imperial College Data Science Institute Advisory Board. His community
interests include acting as an Ambassador to Everywoman, International
Adviser ta British Airways ond o Global Ambassador to Monitise pke.

Chairman of the Audit Committee
Mermber of the Nomination and Remuneration Committees

Independent

David was appointed as a Non-Executive Director in March 2006 and is
currently the Senior Independent Director. David was previously a senior
partner with Deloitte LLIP in London having spert over 20 years in Assurance
and Advisory Services. David is Chairman of Development Securities PLC and
a Non-Executive Directar of Renewable Erergy Systerns Holdings Lirnited.

image removed

Image removed

Crawford Gillies

Jack Boyer

Non-Executive Director

Nen-Executive Director

Chairman of the Remuneration Committee
Member of the Audit and Nomination Comrnittees

Independent

Crowford was appointed as a Non-Executive Director to the Board in July
2012 and Chairman of the Remuneration Committee with effect from

1 November 2013, Crawford spent 25 years with Bain & Co., the international
monagement consultants, where he was Managing Director Europe. He i
also the Chairman of Scottish Enterprise and Contred Risks Group, and a
non-executive director of Standard Life plc. He was recently appointed to

the board of Barcloys plc andiis olso a member of the Advisory board of the
School for CEQs.

Member of the Audit, Nomination and Remuneration Committees

Independent

Jack was appeinted as a Non-Executive Director to the Board on

1 tune 2013. He is Chairman of lfika plc and iQur Ltd and @ Non-Executive
Director of Laird PLC where he chairs the Remuneration Comrmittee. He
also sits on the board of the Engineering and Physical Sciences Research
Council. A seriol entrepreneur, he previously founded and was CEO of
companies in engineering, telecommunications and biotechnology. He has
been aninvestment banker at Goldman Sachs and strategy consultant at
Bain & Co. He is Beputy Chairman of Gedolphin & Latymer School. Educated
at Stanford University (BA), the London Schoo! of Economics (MSc)and
Insead (M3A),
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Chairman’s introduction to Corporate Governance

Image removed

As a Board, we are responsible to shareholders for the group's activities and its long-term success. We recognise the
importance and value of good governance in assisting us to achieve this. In this governance report, we explain how
the main principles of good governance are applied across the group and how that governance framework has been
enhanced during the year to take into account the changes introduced by the September 2012 edition of the UK
Corporate Governance Code (the ‘Code') and the new reporting framework.

Statement of compliance with the Code
1 can confirm on behalf of the Board that:

The group has complied with the main principles and all the relevant provisions set out in the Code throughout the year.
Details of how we have applied the principles and complied with the provisions are explained throughout the report.

The Code can be found on the Financial Reporting Council website at www.frc.org.uk.

The most significant reporting changes have been to our Directors’ remuneration report. These changes include the
way we are required to report some elements of remuneration for our Directors, for example, the single total figure
of remuneration.

This revised reporting framework also includes a statement made by the Directors that we consider the Annual Report
and Accounts, taken as a whole, to be fair, balunced and understandable. The processes in place to support our
confidence in making this statement include a review of the narrative sections of the report by our Assurance function,
internal and external counsel and our Independent Auditor. As a Board we also receive drafts and working papers relating
to the Annual Report and Accounts in good time in order to facilitate our review and input.

During the year the Board, with the help of the committees, considers that sufficient time has been spent reviewing
end discussing strategy, risk, financial performance, investor communication and engagement and key matters of
governance. An overview of the activities and the effectiveness of eoch of our Board Committees are explained further
on pages 43 to 67.

Key areas of governance that have been reviewed in the year include:

Board compaosition

Ensuring that a balance of views is available and that the right decisions are taken requires the right leadership.

Our Board is cemposed of directors from various backgrounds with a breadth of professional and sector experience.
This means that we have a balanced Board with the right renge of skills and experience to contribute and, where
appropriate, challenge decision making.

During the year Jack Boyer was appointed as a Non-Executive Director and Crawford Gillies was appointed as
Chairman of the Remuneration Committee,

Board evaluation

The Board is committed to reviewing the effectiveness of its performance and that of the Cormmittees and individual
Directors. During the year, the Board engaged external consultants to assist with the review; the process followed and the
outcome of the review are discussed further on page 471.

Internal audit

During the year the group appointed a Head of Internal Audit, a role which was previously undertaken by the Group
Enterprise Risk Director, to manage and oversee the delivery of the internal audit programme and its cssociated activity.
The internal audit team has since then been expanded with additicnal senior audit resource, moving the Audit function
from an outsourced model te a co-source model with the continued support of Grant Thornton LLP, This change in our
model serves to improve the breadth of assurance being provided to the Board, while maintaining the provision of the
Grant Thornton specialist expertise.

Roger Matthews
Chairman
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The Board

Who are the Board members?

The members of the Board and their accompenying biographies are set out on pages 36 and 37. All Directors are expected
to allocate sufficient time to the Company to discharge their responsibilities effectively and, where possible, attend all
Board meetings and the AGM. Any time cormmitment matters are addressed by the Chairman with the Director concerned.

Chairman Reoger Matthews

Board members (executive) Ruby McGregor-Smith

Suzanne Baxter

Bill Robson

Board members (non-executive) David Jenkins

Crawford Gillies

Larry Hirst

Terry Morgan (until 31 October 2013)

Graeme Potts (until 9 July 2013)

Jack Boyer (from 1 June 2013)

What is the key purpose of the Board?

The Board provides leadership and direction to manegement and is collectively responsible for the sustainable long-term
success of the Company. Accordingly the Board reviews and agrees the strategy for the group, proposed by the
Executive Directors, on an annual basis. In setting the strategy, the Board takes account of matters such as: market
trends; competitive environment; private/public sector approach; international aspects of the business and opportunities;
finance; people and talent; and the Mitie Model, ensuring at all times that sufficient consideration is given to risk and
internal controls.

What are the key responsibilities?
There are key matters and responsibilities that are set aside to be exclusively dealt with by the Board. These include:

setting group objectives and strategies;
= approving business plans and budgets and monitoring performance against them;

- approving material acquisitions, disposals and business start-ups {including any material transactions outside of the
normal course of business),

- approving the group’s Half-Yearly and Annual Report and Accounts;

- appointing and removing the Chairman, Directors and Company Secretary;
~ management of the group's risk profile; and

- monitoring the group’s corporate governance arrangements.

The Board recognises its overall responsibility for the group’s system of internal control, which is designed to safeguard
assets and ensure the reliability of the financial informaticn for both internal use and external publication. Responsibility
for designing, operating and monitoring the system of internal control is delegated to the management of each division.
The Audit Committee monitors the effectiveness of these controls on behalf of the Board, through Internal Audit and the
Group Enterprise Risk framework.

The Directors are mindful of their legal duties to act in the way they consider, in good faith, will te most likely te premote
the success of the Company for its shareholders and having regard also to other stakeholders.

How many times did the Board meet?

During the year ended 31 March 2014, there were six scheduled Board meetings. Additional unscheduled Board meetings
were held to deal with the review and approval of material transactions, key contracts, acquisitions and issues relating to
shares and other administrative matters.
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The Board

Attendence

Number of Board meetings held in the year:

Roger Matthews

Ruby McGregor-Smith

Suzanne Baxter

Bill Robson

Crawford Gillies

[ORRORE-NEOREONEONEe]

Larry Hirst

David Jenkins 6

Terry Morgan’ 20f3

Graeme Potts? 20f2

Jack Boyer® S5of6

Notes:

1 Terry Morgan retired from the Board on 31 October 2013
2 Graeme Potts retired from the Boord on 9 July 2013,

3 Jack Boyer was appointed to the Board on 1 June 2013,

An explanation of Board roles

Division of responsibilities of our Chairman and Chief Executive

Whilst maintaining a close working relationship, our Chairman and Chief Executive have ¢learly defined and separate roles
divided between running the Board and the business. They have an open diclogue and meet regutarly between Board
meetings to ensure a full understanding of business issues and to facilitate efficient decision making.

The Chairman

The Chairman is a Non-Executive Director and is responsible for the effective running and leadership of the Board,
ensuring its effectiveness. He licises with the Company Secretary on the annual Board plan and sets and agrees the
Board agendas. Key motters covered at each Board meeting include: strategy, enterprise risk manogement, financial and
management reporting, investor relations and corporate governance, with updates received from each of the Committee
Chairmen. He ensures that sufficient time is allocated to promote heclthy discussion and open debate, supported by the
right level and quality of information to assist the Board in reaching its decisions. The Chairman encourages openness and
regular communication between Executive and Non-Executive Directors, a culture which has been facilitated throughout
the year by meetings between the Chairman and individual Directors. The Chairman ensures that the Non-Executive
Directors contribute effectively and that the Executive and Non-Executive Directors are aware of the views of major
shareholders. The Chairman is also responsible for ensuring that the Board addresses major challenges faced by Mitie and
for the effective performance of the Board and its Committees. The Chairman is available to consult with shareholders
throughout the year and will be available at the AGM.

The Chief Executive

The Chief Executive is responsible for all aspects of the operation and management of the group and its business within
the autherities delegated to her by the Board. She is responsible for developing and effectively implementing strategy
following approval of the strategic and financial plan by the Board. The Chief Executive's remit includes proposing
investrment into new business ond geographical oreas ond ensuring ot all times that the group's risk profile is appropriately
considered. She ensures the timely and accurate disclosure of information to the Board and to shareholders. She leads
the Executive Directors and senior management team in the day-to-day running of the group’s business under clear
delegation of autherity from the Board. The Chief Executive maintains regular dialogue with the Chairman on all important
Company matters and together they provide coherent leadership of the group.

The Executive Directors
Executive Directors oversee the entire operations of the group and in addition have specific responsibility for managing
their own area of the business.

The Non-Executive Directors

Non-Executive Directors are responsible for exercising their independent skill and judgement. In reviewing the proposals
for the strategic direction of the group, the Non-Executive Directors constructively challenge ond probe the Executive
Directors, offering a breadth of knowledge, experience and individual skills, and are respeonsible for contributing to the
formulation and development of strategy. The Non-Executive Directors monitor high level corporate reporting and satisfy
themselves as to the integrity of financial information and the operation of key controls. The Non-Executive Directors
meet without the Executive Directors present during the yeor.

The terms of appointment of the Non-Executive Directors and the Executive Directors' service contracts are available
for inspection at Mitie's registered office, the head office and at the AGM.
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The Senior Independent Director

The rote of the Senior Independent Director is to make himself available to shareholders should they have concerns which
have not been reselved through the nermal channels of Chairman, Chief Executive or Group Finance Director or for which
such contact is inappropriate in the circumstances. The Senior Independent Director in particular reviews information on
major shareholders and financial analysis to obtain a balanced understanding of the issues and concerns of shareholders.
Explained further below is the Senior Independent Director’s role in succession pianning and performance evaluation

for the Chairman.

How we have evaluated the performance of the Board and the Committees

During the year the Board, assisted by independent consultants, Condign Board Consulting, reviewed its performance,
that of its Committees and individual Directors. The review process included one-to-one meetings with each of the
Directors and observation of the Board at the meeting in March. Particular consideration was given to the balance

of skills, experience, independence and knowledge of the Company on the Board. Other key areas considered during
the review were the Board's diversity including gender and how the Board performs as a unit. The conclusions and
recommendations of the review were shared with the Board at the meeting in May 2014. Evaluation of the Chairman
is passed to the Senior Independent Director to discuss with the Chairman.

The Board is comfortable with its effectiveness and that of its Committees and Directors. In addition to reviewing
performance and governance, the Board will continue to focus on the composition of the Board and the balance of its
skills and experience and the implementation of the growth strategies for both core FM and Healthcare. The Board will
receive regular updates and management presentations during the year on the strategic development of the group.

Condign Board Consulting has no other connection with the Company.

Director re-election

The performance of each Director has been reviewed as part of the annual board evalustion process and the Board is
satisfied that they continue to cperate effectively and demonstrate clear commitment to their roles. All Directors will
submit themselves for annual re-election at the 2014 AGM.

The Director Induction process

All Directors receive a personally tailored induction to Mitie which includes visits to group and key client sites. They receive
an information pack, which includes: copies of Mitie's Memorandum and Articles of Association; the latest Annual Report
and Accounts; the Committee terms of reference and copies of recent Board and Committee minutes; and supporting
papers. Directors are given access to the online board portal which, as well as holding all Board reports and Board minutes,
has a reading room containing the Board Handbook detailing essential information about: the Company; Board and
Committee terms of reference; Directors’ statutery duties; governance and regulatory guidelines; the group's approved
delegated authorities; and an overview of the group’s insurance arrangements. The Handbook is reviewed and updated
regularly. Additional briefing notes are circulated where appropriate on matters such as changes in the regulatory and
governance environment.

Our Board accountability and assurance explained

Risk management approach

The Board understands that effective risk management and a sound system of internal control is central to the
achieverment of the group's business strategy of delivering sustainable, profitable growth. The Board, supported by
the Audit Committee, has continued to drive improvements to better understand the nature of the risks the group
faces as it continues to grow in size, shape and complexity. The group has strengthened resource in risk management
capability during the year and will continue to provide a focus on embedding risk management across all areas of the
group to ensure the continued identification of risks and opportunities to the delivery of strategic objectives. Our risk
management approach was reviewed using third party external expertise during 2013 to ensure continuat
improverment in our processes.

Risk management processes

The environment in which the group operates is dynamic and quickly eveolving and so it is recognised that a flexible

and adaptable approoch to risk management is required. Processes are in place to ensure that each operating division
and support function identifies and assesses the risks to achieving its objectives, the associated mitigation measures and
the potential impact of the crystallisation of those risks. This process was reviewed during the year and refocused to
ensure clarity of requirements were understood and formal risk management workshops were undertaken to provide
consistency in the risk identification and assessment process. Responsibility for specific areas of risk flows through the
business, with accountability and responsibility assigned to specific risk owners. The group risk profile is reviewed by
the Chief Executive and Group Finance Director in advance of review and approval by the Board. This information is
captured in risk registers at business, divisional and functional level, which are subsequently consolidated into strategic,
operational, financial and regulatory risk categories within the overall group risk register maintcined by the Enterprise
Risk function.

4
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Risk identification and assessment

To ensure a thorough identification process occurs, both internal and external perspectives are tcken into account when
considering the risks that pose a threat to the achievement of the group’s strategy. The external view will include the
economic position, political factors, sector and geographical risks. The internal view takes into account factors including
our business profile, operational processes, technology and people.

Identified risks are then assessed using standard impact and likelihood ratings to guantify the risk to the achievement of
business objectives. This approach is consistent across all our operations and support functions and provides executive
rmanagement and the Board with the ability to prioritise resources to manage risk. Independent challenge and oversight
of the risks identified within the divisional and functional risk registers is provided by the Enterprise Risk function,

to ensure meaningful and consistent results are achieved via the process.

Risk mitigation
The control and mitigation element of our risk management process was enhanced during the year to provide more
robust information on the effectiveness of the identified controls in place. Each identified risk has a defined control owner

who is responsible for developing a plan to mitigate the risk. Assessment of the effectiveness of this control environment
is undertaken at divisional and group level, with the Audit Committee formally reviewing performance.

Risk monitoring and review

The changing nature of our business profile means that the risk management process is dynamic, with principal risks
monitored throughout the year to ensure the risk profile is accurate and the control environment remains effective.
Through this process, newly identified risks will therefore feature on the risk register and some risks may be removed.
Following the 2014 review, the overall risk profile has remained in line with that reported previously, although the definition
of a number of risk events has been refined in order to more accurately reflect the potential challenges to achieving our
strategic objectives as our business continues to develop. It should be noted that there are other risks identified as part of
our risk management process, but these do not have a material impact on the group's overall ability to achieve business
objectives. These risks are managed via the existing risk management process.

To further encourage a culture of risk management within the business, the Audit Committee, on behalf of the Board,
regularly reviews the programme of risk management undertaken across the group to demonstrate the importance
of the management and assessment of risk at a senior level, and to take ownership of mitigation improvements
where required.

Ultimately the risk management framework is designed to manage rather than eliminate the risk of failing to achieve the
objectives and strategies of the greup and can therefore only provide reasonable, and not absolute, assurance against
material risk and loss. The Board, threugh the Audit Committee, considers the nature and extent of significant risks

in setting the group's strategy. Details of the principal risks of the group are set out on pages 32 and 33. The Audit
Committee confirms that this risk management process has been in place throughout the reporting year and up to the
date of approval of the Annual Report and Accounts.

Internal contrel and assurance

The Board has established an appropriate system of governance throughout the group, with a framework of internat
control based around the three lines of defence’ model. The first line of defence is provided by line management, who are
responsible for implementing and monitoring specific controls, the second line is provided by senior management within
the divisions and specific functions {such as Finance, Human Resources and Risk) who provide assurance on the
effectiveness of these controls, and the third line is provided by internal and external audit. The Internal Audit function

is structured by way of a co-source arrangement with in-house auditors working alongside specialists from Grant
Thornton LLP to achieve the overall delivery of the internal audit programme.

The internal audit programme is designed to provide a level of assurance over the principal risks as identified in the group
risk register and is developed by the Head of Internal Audit who reports independently to the Audit Committee. The Audit
Committee supports the Board by monitoring and guiding the activities of the Internal Audit function, including review and
approval of the internal audit programme, reviewing the findings of the internal audit reports from the Internal Audit
function and reviewing plans to address identified areas for improvernent arising from the audits.

The Audit Committee also receives regular reports from the Independent Auditor whe contribute a further independent
perspective on certain aspects of the internal financial control systems arising from their work. The Audit Committee also
receives an update from the Head of Internal Audit and the Executive Directors on the operation of controls within the
business.

Committees of the Board

The Board has five formally constituted committees: the Audit Cormmittee, the Nomination Committee, the Remuneration
Committee, the Investment Committee and the Results Committee, the work of which are set out on the following pages.
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Chairman’s introduction

As Chairman of the Audit Committee | am pleased to present this report on the role and activities of the Audit Committee
for the financial year ended 31 March 2014. The primary role of the Committee is to oversee and assist the Board in its
responsibility to discharge a set of fair, balanced and understandable group Annual Report and Accounts. Such accounts
should provide the information necessary for shareholders to assess the Company'’s performance, business model and
strategy throughout the year.

Over the past year, the Committee has ensured that the group has in place effective financial governance in respect of
the group’s financial results, the performance of both the Internal Audit function and the Independent Auditor, and the
management of the group's systems of internal control, business risks and related compliance activities.

Whao is on the Audit Committee?

The Audit Committee comprises independent Non-Executive Directors who are all considered appropriately experienced
to fulfil their duties. The Chairman of the Committee is David Jenkins, who continues to be deemed by the Board, as ot the
date of this report, to have significant, recent and retevant financial experience through his qualifications and ongoing
positions.

Chairman David Jenkins
Committee members Crawford Gillies
Larry Hirst

Terry Morgan {until 31 October 2013)

Graeme Potts {until 9 July 2013}

Jack Boyer {from 1 June 2013}

What is the key purpose of the Audit Committee?

The Audit Committee provides effective governance over the appropriateness of the group’s financial reporting, and

the performance of both the Interncl and External Audit functions. The Committee also oversees the management of the
group's systems of internal control, business risks and related compliance activities.

The Audit Committee meets independently with the Independent Auditor and the Head of Internal Audit without the
Executive Directors. The Chairman of the Committee will be available at the AGM to answer any questions about
the work of the Committee.

What are the key responsibilities of the Audit Committee?

During the year, the Audit Committee considered and reviewed general matters relevant to discharging its responsibilities,
including:

- monitoring the group's corporate reporting process and the statutory audit of the Annual Report and Accounts;

- reviewing the Half-Yearly Financial Report and Annual Report and Accounts and recommending for Board approval;

- reviewing accounting pelicies and key areas of accounting judgement;

- reviewing the Independent Auditor’'s audit plan, nature and scope of work and overall summary of key issues
and judgements;

— reviewing the quality of the group's Independent Auditor services and the re-appointment of the Independent Auditor;
— assessing the effectiveness of the Independent Auditor including the appropriateness and skills of its audit team;

- reviewing and monitoring compliance with the Non-Audit Services Policy and maintenance of auditor independence;
- reviewing the group's consolidated risk register prior to its approval by the Board;

- approving the group's assurance framework and the internal audit plan;

- reviewing key internal audit reports and findings;
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- reviewing the group’s whistleblowing process and procedure:

considering management's response to any major internal or independent audit recommendations;

monitoring the effectiveness of the internal audit, independent audit and risk management systems and functions; and
advising on and reviewing the fair, balanced and understandable statement.

The Audit Committee's terms of reference are availuble at
http://www.mitie.com/documents/finvestors/corporate-governancef/committee_terms_of _reference.pdf

How many times did the Audit Committee meet?

During the financial year, the Audit Committee met three times. Meetings may, by invitation, be attended by the
Company's Independent Auditor, the Chairman, the Chief Executive, the Group Finance Director and the Group Enterprise
Risk Director.

Attendance

Number of meetings held in year: 3
David Jenkins 3
Crawford Gillies 3
Larry Hirst : 3
Terry Morgan’ O of1
Graeme Potts? 1of 1
Jack Boyer? 2of2
Notes:

1 Terry Morgan retired from the Board on 31 October 2013,

2 Graeme Potis retired from the Baard on 8 July 2013,

3 Jock Boyer waos appointed to the Boord on 1 June 2013,

The role of the Committee - financial reporting

The primary role of the Committee in relation to financial reporting is to review with both management and the
Independent Auditor the appropriateness of the Half-Yearly and Annual Report ond Accounts concentrating on, amongst
other matters:

- the quality and acceptability of accounting policies and practices;

— the clarity of the disclosures and compliance with financial reporting standards and relevant financial and governance
reporting requirements;

- material areas in which significant judgements have been applied or where there has been discussion with the
Independent Auditor; and

— whether the Annual Report and Accounts, taken as a whole, is fair, balanced and understandable and provides the
information necessary for shareholders to assess the Company's performance, business model and strategy.

To aid our review, the Committee considers reports from the Group Finance Director and also reports from the
Independent Auditor on the outcomes of their Half-Yearly review and annual audit.

Significant issues considered by the Committee during the year

The Audit Committee considered the following significant matters of judgement in relation to the accounting judgements
contained in the Annual Report and Accounts, In all cases, papers were presented to the Audit Committee by management,
setting out the material matters of accounting estimates and the judgements associated with each item.-A separate
paper was presented to the Audit Cornmittee by the Independent Auditor that set out their views on each area of
judgement. The Audit Committee discussed the papers with management and sought the views of the Independent
Auditor on each matter, and for each area of judgement concurred with the treatment presented by management

and in the Annual Report and Accounts.

The presentation of the income statement

The financial statements contain all the information and disclosures required by the relevant accounting standards and
regulatory obligatiens that apply to the group. Mitie has elected to provide some further disclosures and perfermance
measures in order to present its financial results in a way that it considers best demonstrates the performance of its
business. In particular, Mitie adopts headline measures of its performance and separately discloses certain caosts and
income as Other items in its income staterment in order to demonstrate the underlying performance of its business.

The Audit Committee considered the use of these non-statutory measures of performance and related reporting formats
and disclosures in order to satisfy itself that the presentation of the group’s results was transparent, fairly reflected the
activity of the business during the reporting period and enabled a clearer understanding of the underlying performance

of the business over time.
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Accounting for material contracts

The group operates a broad portfolic of contracts and discloses revenue recognition as a critical judgement in the Annual!
Report and Accounts. The methodology used for the recognition of contract revenue influences the amount of profit
recognised on a contract as well as the inclusion and veluation of contract related assets and liabilities on the balance
sheet.

The Audit Committee considered papers prepared by management on revenue recognition; on the accounting treatment
applied to the group's larger integrated facilities management contracts, where judgements are required in respect of the
percentage of comptetion of contracted work when recognising revenue and profit; on contract performance and the
recognition and valuation of contract related assets and liabilities on certain construction contracts in Energy Solutions;
and on the recoverability of certain specific contract receivables and the risk associated with their collection.

Accounting for business activities that are being exited or restructured

In the last financial year, the group announced that it was exiting its cyclical mechanical and electrical engineering
contraction business and in the current year it has taken the decision to reduce its exposure to the loss-making
construction element of its Energy Solutions business.

In forming judgements on the accounting estimates in respect of these businesses, the papers presented to the Committee
considered the performance of the contracts within each business area, the carrying value of contract related assets and
liabilities in the balance sheet and the continuing obligations of the group in respect of those businesses. The Committee
also specifically considered the accounting treatment afforded to the group's 30% non-controlling equity interest in a joint
venture company, to which Mitie has also extended subordinated debt. The Energy Solutions division has a contract te
construct and operate o renewable energy plant for the joint venture company and the project has been subject to delays
and considerable cost overruns. Consideration was given to the treatment that should be adopted for the joint venture

on consolidation of the group’s results, and whether it should therefore be considered to be a subsidiary or an associate.
The group's interest in that joint venture is accounted for as an associate and is held at nil value {see Note 16). Given the
delays in the project, consideration waos also given to the recoverability of receivables due from the joint venture company
taking into account the planned timing of repayments from the joint venture company and the risks associated with

their collection.

The full trading result of the cyclical mechanical and electrical engineering contraction business has been separately
disclosed within Other items (see Note 5) due to the significance of its scale to the group, along with the costs of closure
of that business. A number of contract provisions and costs have beern incurred in the year in reducing the group's
exposure to design and build construction contracts in the Energy Solutions business. These are also separately disclosed
as Other items on the face of the income statement.

The valuation of goodwill
The group has undertaken a number of acquisitions in the past and carries goodwill as an intangible asset on its balance
sheet in respect of the businesses acquired (see Nate 13).

The valuation and impairment review of goodwill is assessed for each individual cash generating unit {CGU') and considers
the balance sheet value of the goodwill compared to the net present value of the post-tax cash flows that are expected

to be generated by that CGU. This involves an estimation of the future cash flows deriving from each CGU and also the
selection of appropriate discount rates, which are then applied to the cash flows to calculate a net present value.

The assumptions underpinning the review were considered by the Audit Committee, particularly the discount rates
applied. The cash flow forecasts used in the review were derived from the most recent budgets which have been reviewed
and approved by the Board and the long-term business plans of the group. Sensitivities to changes in key assumptions
were considered by management and presented to the Audit Committee.

Going concern

The Audit Committee considered the evidence that supports the ability of the Directors to conciude that Mitie has
adequate financial resources to continue in operation for the foreseeable future and can prepare its accounts on a going
concern basis. The Committee considered the future prospects and performance of the group including the potential
impact of acquisition activity; the projected future cash flows of the group; the availability of core and ancillary financing
facilities and compliance with related covenants; and the projected drawn positions and headroom available on the core
committed financing facilities. It also reviewed and considered the disclosures on the matter of going concern in the
Annual Report and Accounts and considered thern to be appropriate.

Accounting for acquisitions

in the previous financial year, the group made the significant acquisition of Enara ta support its strategy to enter the
homecare market. It also made other, smeller acquisitions in the current and prior years. The accounting estimates made
by the group in accounting for acquisitions were considered by the Audit Committee.

The fair value estimates established following the acquisition of Enara were reviewed and finalised during the current
reporting period having taken into account the perfarmance and experience of the business since acquisition and the
conditions that existed at the acquisition date.
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The role of the Committee — external audit

Each year the Audit Committee reviews the performance of the Independent Auditor in respect of audit related services
and non-audit related services and is committed to ensuring the independence, effectiveness and objectivity of the
Independent Auditor.

Deloitte LLP has been the Company's Independent Auditor since its market listing over 25 years ago. However. Mitie
tendered its full external audit services in the year ended 31 March 2012 and concluded that Deloitte LLP should be
re-appointed as Independent Auditor given its relevant experience in both the PLC environment and the support
services sector.

The independence of our Independent Auditor

The Audit Committee has approved a Non-Audit Services Policy that ensures the Independent Auditor remains
independent and objective throughout the provision of their independent audit services and when formulating their audit
opinion. In order to retain the flexibility of utilising the Independent Auditor t¢ provide non-audit services, the following
criteria must also be met. These are such that the Independent Auditor does not:

— audit their own work;

- make management decisions for the group;

- create a conflict of interest; or

- find themselves in the role of advocate for the group.

The Non-Audit Services Policy identifies the various types of non-audit services and determines the analysis to be

undertaken along with the level of authority required before the Independent Auditor can be cénsidered to undertake
such services. Further, the policy is consistent with the Financial Reporting Council's ethical standards policy.

When considering the appointment of the Independent Auditor for non-audit services, the following factors are taken
into account:
- the quality of work provided by the Independent Auditor;

— representations provided by the Independent Auditor regarding independence and objectivity, along with internal
controls implemented by them when providing non-audit services;

the level of the Independent Auditor's understanding of the group;

the nature of the work being performed; and

the commercial and practicaol circumstances of particular types of work required.

Norn-audit services provided to the group during the year included corporate finance services associated with the
acquisition of Complete Care Holdings Limited, for reasons of commercial confidentiality and efficiency, taxation advice
and compliance services.

The Audit Committee considered reports from both management and the Independent Auditor, none of which raised
concerns about auditor independence.

A summary of the fees paid to the Independent Auditor is given in Note 6 to the financial statements. The Audit
Committee confirms that the requirements of the Non-Audit Services Policy have been met throughout the year.

Independent Auditor effectiveness and tendering
The Audit Committee monitored the conduct and effectiveness of the Independent Auditor through its assessment of:

— the experience, expertise and perceptiveness of the auditor;
- the planning and execution of the agreed audit plan and quality of audit reports; and

— the conduct of the auditor including the Audit Committee's experience of interaction with the auditor which inctuded
meetings held in the absence of management.

The Audit Committee is satisfied with the effectiveness of the independent audit and, in light of the audit tender
conducted in the year ended 31 March 2012, has assessed and recommended to the Board the continued engagement of
Deloitte LLP as the Company’s Independent Auditor and has recommended their re-appointment at the AGM, Deloitte LLP
has expressed willingness to continue in office as our Independent Auditor and accordingly the Board is recommending
their re-appointment as Independent Auditor at the forthcoming AGM.

The Audit Committee has noted the changes in relation to auditor rotation and will continue to give consideration to the
timing of the next formal tender in light of guidance and changes in regulatory requirements. There are no contractual
obligations restricting the Company'’s choice of Independent Auditor.
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Assurance

In line with ‘Internal Control: Guidance for Directors’ and the revised C.2.1, the Board performs a formal annual
assessment of the operation and effectiveness of the system of internal control, covering all material controls including
financial, operational and compliance controls, and updates this assessment prior to the signing of the Annual Report
and Accounts.

To suppert the previously reported redesign of the internal control questionnaire, a more robust exercise was carried out
to gather evidence to support the responses submitted by the businesses. The feedback from this exercise has been used
to improve and strengthen the system of internal control, embed effective controls further into the operations of the
group and to implement other procedural improvements.

These activities are monitored at executive level to ensure that control changes are implemented appropriately and that
they are effective. The Head of Internal Audit oversees the application of control environment improvements and attends
each Audit Committee meeting to provide regular updates on the effectiveness of the group's internal controls and the
results of the internal audit process.

Features of the internal control and risk management systems that ensure accuracy and reliability of financial reporting
include: a culture of good governance, integrity, competence, fairness and responsibility; group level policies and
procedures to support the busigess by providing an operational internal control framewaork; clearly defined responsibilities,
delegated in accordance with théygroupls delegated authorities and authorisation registers; and a group furction with

a team of specialist

David Jenkins

Chairman of the Audit Committee _/

Nomination Committee

Image removed

Chairman’s introduction
As Chairman of the Nomination Cornmittee my role is to ensure that the group maintains a Board which is appropriately
balanced and, as a unit, functions as efficiently and effectively as possible.

The Committee is comprised of independent Non-Executive Directors who are all considered to be appropriately
experienced to fulfil their duties.

Who is on the Nomination Committee?

Chairman Roger Matthews

Committee members David Jenkins

Crawford Gillies

Larry Hirst

Terry Morgan {until 31 Cctober 2013}

Graeme Potts (untit 9 July 2013}

Jack Boyer {from 1 June 2013}

What is the key purpose of the Nomination Committee?
The Nomination Committee reviews and evaluates the composition of the Board and its Committees to maintain the
appropriate balance of skills, knowledge, experience and independence to ensure their continued effectiveness.

The Nomination Committee also ensures that appropriate succession plans for the Non-Executive Directors, Executive
Directors and the group's senior mancgement are also kept under review.
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What are the key responsibilities of the Nomination Committee?
The Nomination Committee is responsible for:

— succession planning;

identifying and nominating, for the approval of the Board, candidates to fill Board vacancies;

considering the adequacy of the skills, experience and diversity represented on the Board;

leading the process for appointments to the Board; and

satisfying itself and the Board that there are sufficient plans in place for orderly succession for future appointments.

The Nomination Committee’s terms of reference are available at http:/fwww.mitie.com/documentsfinvestors/corporate-
governance/committee_terms_of_reference pdf.

What were the key activities during the year?

The Committee reviewed the composition and chairmanship of the Board and each of its Committees and determined
that all Non-Executive Directors remained independent in character and judgemen:. The Committee continues to be
satisfied that its current composition is appropriate, having regard in particular to the integrity, skills, knowledge and
experience of its Directors and the size and nature of the business.

The Committee has worked with Inzito, an executive search firm, to support appointments to Non-Executive Director
positions made in 2013. Inzito have also supported Mitie in the identification of candidates for a small number of senior
positions below Executive Director level, but the Company has no other connection with this firm,

The process followed is set out below:

— the Committee provides Inzito with an agreed candidate specification;

Inzito conducts a candidate search;
— the Chairman and Senior Independent Director review the candidate fist and interview a pre-determined short list;
- the Committee recommends the appointment to the Board.

A detailed and personally tailored induction programme is undertaken for Nen-Executive Directors joining the Board
in line with Mitie's standard procedure.

How many times did the Nomination Committee meet?
During the financial year, the Committee met four times.

Attendance
Nurnber of meetings held in year: 4
Roger Matthews 4
David Jenkins 4
Crawford Gillies 4
Larry Hirst 4
Terry Morgan® 10f2
Graeme Potts® 20f2
Jack Boyer? 20of3

Notes:

1 Terry Morgan retired from the Beard on 31 October 2013,
2 Graeme Potts retired from the Board an 9 July 2013.

3 Jack Boyer was appointed to the Beard en 1 June 2013,

Our policy on diversity

Mitie welcomes, as a general principle, the updated Code requirement to consider diversity at Board level and sees this
as an opportunity to consider the appropriateness of our approach to managing the diversity of ideas and skills on the
Board. The Board believes that setting aspirational diversity targets could drive a practice that is not necessarily in

the best interests of the organisation and that the issue of Board diversity should be tackled in a monner that considers
all areas of the diversity agenda such as skills and experience, as well as gender, race, disability or other aspects of
difference. Diversity of candidates at Board level has to be balanced against the required skills and experience and
should be a consideration in any recruitment, succession planning and talent management process.

During the past year, the group’s Equality, Diversity and Inclusion policy has been reviewed and updated to include specific
references to boardroom diversity. The Board has been responsible for further driving the diversity agenda throughout
the organisation in a number of ways, including the development of divisional diversity forums, With specific targets
around gender, race and age, these business-specific diversity forums reflect the Board's commitment to diversity,
through their work to implement bespoke diversity action plans, which support the goals of those business areas.
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The Board is keen to ensure that all aspects of diversity are considered in the promotion. retention and development

of the talent pipeline throughout the group as well as at Board level, and a suite of diversity policies and procedures
have been cascaded and embedded throughout the group. Further details of the diversity of Mitie's people can be found
in the sustainability report which is available on the Company's website at www.mitie.com,

Since the fourth quarter of 2012, we have been monitoring our workforce data, by solary bonding, to understand progress
made on employee diversity, with regard to gender, age, disability and ethnicity.

Particulor achievements to date include continued improvements in the percentage of women in the higher sclary bands
within the organisation. Additionally, the number of people employed in the 16-24 age group has also grown over the last
year, as has the percentage of people employed aged 60 and over.

Disability and ethnic minority percentages have remained stable over the same time period and these are particular areas
of focus at this time.

We work with a number of external search consultancies, none of which have any other connection with the Company.

In addition, we have recently built a bespoke recruitment portal, which we use to create and publish vacancies, which are
also posted to third party jobsites. In the past 12 months we have formalised our long-standing relationship with Remploy
by signing a partnership agreement. Our relationship with Remploy provides work experience and employment
oppertunities for disabled people and those facing complex barriers to work. Additionally, in the past 12 months we have
formed links with Pink Jobs (UK's largest LGBT job vacancies board). In effect this means that all external vacancies are
now open to Pink !fobs and Remploy candidates. Additionally, we are working towards developing further partnerships
with Lecnard Cheshire and the Ethnic Jobsite.

We have a long-standing relationship with Remploy and since 2006 more than 450 disabled people have been employed
by Mitie.

Graph removed
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Roger Matthews \-<: S .W

Chairman of the Nomination Cormmittee

Remuneration Committee

The Directors' remuneration report is set out at pages 50 to 67 and details the Remuneration Committee's activities
during the year and its policy on remuneration. The Directors' remuneration report contains full details of any
earnings that the Executive Directors are permitted to retain from their external appointments. The Chairman of

the Remuneration Committee will be availeble at the AGM to respond to any shareholder questions relating to the
activities of the Remuneration Committee.

Investment Committee

Overview and Purpose

The Investment Committee strengthens the group's governance framework and facilitates the internal approvals
process by approving matters as delegated by the Board and referring recommendations for Board approval.

The Committee, which comprises the Chief Executive, as chairman, and Group Finance Director, met eight times
during the year and considered matters such as major bids and contracts, acquisitions, disposals, capital expenditure
and Mitie Model investments.

Results Committee

Overview and purpose

The Results Committee assists the Board in approving matters such as Half-Yearly and preliminary results
announcements, other routine, non-material announcements and shareholder communications. The Results Committee,
which comprises the Chief Executive, as chairman, and Group Finance Director, met twice during the year.
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Directors’ remuneration report
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Statement from the Remuneration Committee Chairman

Introduction

On behalf of the Board, | am pleased to present the Directors’ remuneration report for the year ended 31 March 2014,
which has been prepared in line with the new reporting requirements which came into effect in October 2013. This report
sets out the remuneration policy which shapes our Directors’ pay and how that policy was applied during 20714,

This is also the first report | have prepared in my capacity as new Committee Chairman, a role | assumed on

1 November 2013, replacing Terry Morgan. The other change in Committee compaosition during the year was the
appointment of Jack Bouyer who replaced Graeme Potts. Both Terry and Graeme's contributions to the Committee's
activities have been greatly appreciated.

Company performance
As set out in the Chairman’s and Chief Executive’s overviews, Mitie has had a strong year, delivering organic growth in
headline revenues and profits. Key highlights include:

- Headline revenue growth of 8.2%, of which 5.2% was organic {statutory revenue growth of 4.7%);
- Headline operating profit growth of 6.0% (statutory profit growth of 21.5%);

- Headline basic EPS growth of 5.2% (statutory basic EPS growth of 13.6%); and

- Dividend per share growth of 6.8%.

Key decisions

It has been in this positive context that the Committee has approached the key decisions it has taken in connection with
the remuneration of our Executive Directors. With regard to fixed pay, it has been agreed that the base salaries, which
were not increased last year for the Chief Executive and Group Finance Director, should be increased by 4.5% from

1 April 2014, No increase was granted to Bill Robson. The reason for this is that he has indicated his intent to step

down from the Mitie Group plc Board on 37 July 2014, Bill has served as a member of the Board since August 2001

and intends to stay within the group as Managing Director of our Property management division, focusing on the

many new opportunities that are developing within the housing sector.

Performance-related pay continues to play an important rele in our remuneration policy. In assessing achievement against
the year's financial target and strategic objectives, the resulting bonus pay-outs as a percentage of base salary were

144 9% for the Chief Executive and 122.9% for the other two Executive Directors, with any bonus paid above 100% of base
salary deferred in shares for a two year period. As mentioned above, this reflects a year of strong performance at Mitie.

With regard to long-term incentives, the following decisions were taken by the Committee:

- Treatment of the 2010 LTIP awards - LTIP awards gronted in 20110 were based soclely on real EPS growth targets.
Based on performance against these targets, the Committee determined on 29 June 2013 that 57.2% of the award
vested, with the balance lapsing.

~ Treatment of 2011 LTIP awards - LTIP awards granted in 2011 were based on solely absolute EPS growth for the three
years ending 31 March 2014, EPS growth was below the threshold of 7% and therefore the award wili lapse in full.

- 2013 LTIP awards - Following consultation with major shareholders, it was agreed that the previous approach of using
solely EPS-based performance conditions for awards should be changed for the 2013 LTIP award. Instead, this award
will vest based upon a combination of three year absolute EPS growth, relative TSR, cash conversion and organic revenue
growth targets. In addition, it was also agreed, following this shareholder consultation, that the Chief Executive be
gronted an award over shares worth 250% of salary (ie higher than the default award of 200% of salary but within
the LTIP plan individual participation limit which allows for awards to be made over shares worth up to 250% of salary
in exceptional circumstances) to ensure her continued incentivisation and further strengthen her alignment
with shareholders.
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Remuneration policy for 2014/15

The remuneration policy for which we are seeking shareholder approval at the forthcoming AGM, and which will apply
from that date, is set out on pages 53 - 56. This policy broadly reflects the approach adopted by Mitie last year and,
therefore, no substantial policy changes have been suggested for the following year. However, one of my first objectives
as the new Chair is to conduct a review of this remuneration policy during the course of 2014, with the assistance of our
newiy appointed advisers, FIT Remunerauon Censultants. The primary anm of this policy review will be to ensure that the
Executive Directors’ remuneration is clearly and demonstrably aligned to the group'’s evolving strateqy, ensuring that the
interests of the Executive Directors are fully aligned with our shareholders. If, as anticipated, the cutput of this review is
that revisions to the existing policy are proposed, shareholder approval will again be sought for these changes at next
year's AGM. As we continue to welcome ongoing discussions with investors on remuneration matters, the Committee will
consult with major sharehelders in advance of the 2015 AGM should it be intended that a revised policy be put to a fermal

vote at that meeting.
Crawford Gillies //
Chairman of the Remuneration Cormmittee

Who is on the Remuneration Committee?

Chairman: Crawford Gillies (from 1 November 2013)
Terry Morgan (until 31 October 2013}
Committee Members: Jack Boyer (from 1 June 2013}
Larry Hirst

David Jenkins

Roger Matthews

Graeme Potts {until 9 July 2013)

What is the Committee’s key purpose?

The Committee has the responsibility for determining remuneration for Mitie's Executive Directors and the Chairman,
taking into account the need to recruit and retain executives and ensuring they are properly incentivised to perform
in the interests of the Comparny and shareholders,

What are the Committee's key responsibilities?
The Committee's key responsibilities are:

- shaping and agreeing with the Board the policy framework for the remuneration of Executive Directors and certain
aspects of the remuneration of senior management;

- determining the total individual remuneration package of each Executive Director with due regard to the performance
of the individual in line with the agreed remuneration policy;

— agreeing Executive Directors’ contractucl terms;

— acting on behalf of the Board, in connection with the establishment and administration of the group's current andfor
future share plans, including the selection of participants, determining the structure of awards and the setting of
performance targets;

— overseeing the remuneration policy for the group as a whole; and

- drafting and approving the Directors' remuneration report and any remuneration-related resolutions to be put to the
shareholders at the group’s AGM.

Who attends Committee meetings?

The Remuneration Committee regularly consults with Ruby McGregor-Smith, Chief Executive and the Group HR Director
on various matters relating to the appropriateness of rewards for the Executive Directors. However, the Chief Executive
is not present when matters relating directly to her specific individual remuneration are discussed.

The Assistant Company Secretary attended the meetings as Secretary to the Committee. The Chief Executive and Group
HR Director attended meetings by invitation only.

The Rermuneration Committee seeks and considers advice from independent remuneration advisers where appropriate.
Kepler Associates [ Kepler’), appointed by the Committee in 2007, acted as the independent remuneration adviser to

the Committee up to the end of November 2013, During its appointment, Kepler attended Committee meetings and
provided advice on remuneration for executives, analysis on ali elements of the remuneration policy and regular market
and best practice updates. Kepler complied with the Code of Conduct for Remuneration Consultants (which cen be found
at www.remunerationconsultantsgroup.com). Kepler provided no other services to the Company during its appointment.
The total cost of advice to the Committee for the portion of the year Kepler advised was £95,000 (such fees being
charged in accordance with Kepler's standard terms of business).
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Following the appointment of Crawford Gillies as Remuneration Committee Chairman. FIT Remuneration Consultants
(FIT) were appointed by the Committee in December 2013 to provide independent advice on executive remuneration.
FIT attended Committee meetings and provided advice and analysis on executive remuneration. The advisers provide
no other services to the Company and also comply with the Code of Conduct for Rermuneration Consultants. FIT's total
cost of advice for the portion of the year they advised was £38,100 (such fees being charged in accordance with FIT's
standai d terms of business),

The Committee specifically considered the position of Kepler and FIT and was satisfied that the advice it received
by both Kepler and FIT was objective ond independent, given that no other services were provided to the Company by
either party.

How many times did the Committee meet?
During the financial year, the Committee met seven times.

Attendance
Number of meetings held in year: 7
David Jenkins 7
Crawford Gillies 7
Larry Hirst 7
Terry Morgan’ 3of4
Graeme Potts? 4of4
Jack Boyer? q0fé

Notes:

1 Terry Morgan retired from the Board on 31 Octeber 2013,
2 Graeme Potts retired from the Board on @ July 2013,

3 lack Boyer was appointed to the Board on 1 Junc 2013,

What were the key activities of the Committee during the year?

The Remuneration Committee:

— Set base salaries for the Executive Directors.

— Assessed performonce of the Executive Directors ond determined annuol bonuses for 2013,

- Set bonus targets for the Executive Directors for 2014,

- Approved share awards for 2013 and the vesting of share awards granted in 2010.

— Reviewed and amended the Long Term Incentive Plan performance conditions in consultation with major shareholders
— Reviewed the revised remuneration reporting regulations and prepared the Directors’ remuneration report.
This report

We have presented this report to reflect the recent changes in reporting requirements on remuneration matters
for companies, particularly the UK's new Large and Medium-sized Companies and Groups {Accounts and Reports)

{Amendment) Regulations 2013. The report also describes how the Board has complied with the provisions set out
in the UK Corporate Governance Code relating to remuneration matters.

At our 20714 AGM we will be holding two votes relating directly to this report: a binding vote on the Directors’ Remuneration
Policy as set out in the policy section of this report, and an advisory vote on the implementation section of this report.

The Independent Auditor has reported on certain parts of this report and stated whether, in their opinion, those parts of
the report have been properly prepared in accordance with the Companies Act 2006. Those sections of the report which
have been subject to audit are clearly indicated.

The Company’s remuneration policy

The key principles of the policy
The remuneration policy of the Company promotes and embeds the Company's remuneration principles. The key
principles of this policy are:

Performance-related At the Executive Director and senior management levels, the majority of reward
opportunity is provided through performance-related incentives linked to the Company's
strategic goals and taking account of the Company's attitude to risk.

Reward under these incentives is linked to both individual and group performance.

Shareholder aligned The performance-related incentive arrangements are designed to align the interests of the
executives with those of shareholders.

Comprehensive and simple  The overall remuneration policy is comprehensive without becoming overcomplicated and
encourages executives to concentrate on profitable growth.
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The policy itself

The Committee currently reflects these key principles in each of the main elements of the reward packages for the
Executive Directors as set out in the table below. This policy, if approved by shareholders, will take effect from the date
of the forthcoming AGM. However, as mentioned above, the Committee intends to conduct a review of the Cormnpany’s
senior executive pay policy in the forthcoming year. Based on the outcome of the review, it is anticipated that Mitie will
be putting forward a revised policy for the binding vote next year.

Purpose end link to strategy

Operation

Opportunity Pesformance metrics

Base Salary

To attract and retain the
required talent needed to set
and drive the vision and
direction for Mitie.

Salaries are generally
reviewed annually and
effective from 1 April. The
review is influenced by:

The individual's role,
experience and performance

Business performance and
the wider market and
economic conditions

The range of increases
across the group

An external comparator
group comprised of sector
compgarators and size
adjusted FTSE 250
comparator organisations,

Base salary increases will N/A
be broadly in line with the
average increase for the

UK non-contract based
workforce whose salaries
Mitie determines, although
on occasion other specific
circumstances such as
changes of responsibilities,
progression in role,
experience, or a significant
increase in the scale of the
role andfor size, value andfor
complexity of the group may
also be taken into
consideration.

Benefits

To aid retention and be
competitive within the
marketploce.

The group provides a range
of benefits which may
include a company car/car
allowance, private fuel,
private health insurance, life
assurance and annual leave.

Benefits are reviewed
periodically against market
and new benefits may be
added andfor amended as
required to support the
attraction and retention

of key talent.

Additional benefits may

be awarded in certain
recruitment circumstances
which may include relocation
expenses, housing allowance
and school fees. Other
benefits may be offered if
considered appropriate and
reasenable by the
Committee.

Benefits are set at a level N/A
which the Remuneration
Committee considers:

Appropriately positioned
against comparable roles

in companies of a similar size
and complexity in

the relevant market.

Provides a sufficient level
of benefit based on the
role and individual
circumstances

(for example, relocation),

The Committee retains
discretion to approve a
higher cost than currently
incurred where factors
outside the Company's
control have changed
materially (eg medical
inflation) or in exceptional
circumstances (eg
relocation).
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Purpase and link to strateau

Operation

Cpportunity

Perfarmance metrics

All-employee share plans

To provide opportunities for
the Directors to voluntarily
invest in the Companu on
the same terms as other
employees.

UK-based Directors are
entitled to participate in UK
tax approved ali-employee
schemes, namely the Mitie
Save as You Earn (SAYE)
scheme and Share Incentive
Plan (SIF).

Under SAYE, employees

make monthiy savings over a

period of three years linked
to the grant of an option
over Mitie shares with an
option price which can be at
a discount of up te 20% of
the market value of shares
on grant.

Under SIP, employees can
use their gross salary to
purchase shares in the
Company as part of @
regular share purchase plan.
Shares are currently
purchased monthly using
employees’ deductions and
are placed in trust. The
Company gives the
employee one free share for
every ten shares purchased.

Participation limits are those

set by the UK tax authorities.

N/A

Pension

Te aid retention and provide
competitive retirement
benefits.

Executive Directors
participate in the group's
defined benefit scheme
which is now closed to new
entrants. The plan has a cap
on pensionable salary. A
cash supplement is payable
in respect of full salary.

The Directors are subject to
the same scheme rules as
other members of the Final
Salary scheme. The rules
detail the pension benefits
which members receive on
retirement, death or leaving
service.

All Directors accrue at o rate
of 1/70th of pensionable
salary. Pension salary
supplement for each of the
Directors is 20% of salary.

The pension salary
supplement for new
Directors will be determined
based on the Committee's
assessment of competitive
levels needed to attract and
retain such individuals.

N/A
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Purpose ond link to strotegu

Operation

Opportunity

Performonce metrics

Annual Bonus Plan

To motivate and incentivise
delivery of key strategic
prinrities for the financiol
year,

Measures and targets are set
annually and pay-out levels
determined by the
Remuneration Committee
after the year end based

on performance against
those targets.

The Committee may, in
exceptional circumstances,
amend the bonus pay-out
should this not, in the

view of the Committee,
reflect overall business
performance or individual
contribution.

Up to 100% of Base Salary
is paid in cash with anything
over 100% being deferred

in shares which vest in two
years (normally subject to
continued employrment).
Dividends are accrued on
deferred shares and paid

in cash.

Maxirmum bonus opportunity
is 160% of salary for the
Chief Executive and 135% of
salary for the other
Executive Directors.

Bonuses are based on
stretching financial and
strategic objectives as set
at the beginning of the
year ond assessed by the
Remuneration Committee
at the end of the year,
with the underlying aim
of encouraging and
rewarding the generation
of sustainable returns

to shareholders.

The Committee has
discretion to determine the
appropriate weightings each
year depending on business
priorities. The financial
measure will represent

the majerity of the bonus,
with the strategic objectives
representing the balance.
These elements are additive.

The award opportunity for
bonus at threshold
performance is zero. At the
start-to-earn performance
level under the financial
element, a bonus of 90%
of salary is payable.

Long Term Incentive
Scheme

To motivate and incentivise
delivery of sustained
performance and alignment
with shareholder interests.

Annual awards {in the form
of nil-cost options) are made
under the Mitie Long Term
Incentive Plan with vesting
dependent upon the
achievement of performance
conditions over three years.

Award levels and the
framework for determining
vasting are reviewed
annually te ensure they
continue to support the
group’s strategy.

The Remuneration
Committee has the
discretion to decide whether,
and to what extent, targets
have been met, and, if an
exceptional event occurs
that causes the Committee
to consider that the targets
are no longer appropriate,
the Committee may

adjust them.

Dividend equivalents are paid
in cash on or after the
vesting date.

The Committee's normal
policy is to make annual
awards of up to 200%
of salary.

Maximum award allowable
under the LTIP is 250% of

salary which willbe used in
exceptional situations only.

Performance over three
financial years is measured
against stretching objectives
set at the beginning of the
performance period which
again have the underlying
aim of encouraging and
rewarding the generation

of sustainable returns

to shareholders.

The targets that will apply
to the LTIP awards that
are te be made in 2015
are referred to in the
notes below.

Vesting under the LTIP
depends on the achievement
of four performance
conditions, for which a
minimurn performance
threshold has been set.
Awards attributable to each
performance condition vest
at 25% on the achievement
of the minimum
performance threshold rising
to 100% for the achievernent
of a defined upper
performance threshold.
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Purpose ond link to stroteay Operation Opportunity Performance metrics
Share Ownership Executive Directors are N/A N/A
To ensure alignment required, over time, to build
between Executive Directors 9nd maintain a target
and shareholders. shareholding in the Company

worth 150% of salary.

They are required to retain

half of the post-tax shares

vesting under the LTIP until

the guideline is met.
Chairman and Non- Fees are normally reviewed  Fees areset atthe levelwhich:  N/A

Executive Director fees

To attract and retain
high-calibre individuals.

Non-Executive Directors
de not participate in any
incentive schemes.

every three years.

The fee structure is as
follows:

The Chairman is paid an
all-inclusive single fee for
all Board responsibilities.

The Non-Executive Directars
are paid a basic fee, plus
additional fees for
Chairmanship of
committees.

Fees are currently paid in
cash but the Company may
choose to provide some of
the fees in shares.

Reflects the commitment
and contribution that is
expected from a Chairman
and the Non-Executive
Directors.

Is appropriately positioned
against comparator roles in
companies of a similar size
and complexity in the
relevant market,

Actual fees are disclosed in
the Directors' remuneration
report for the relevant
financial year.

Aggregate fees are capped
at the amount set out in
the Company's Articles

of Association.

Notes:

2015 salaries for the Executive Directors can be found on page 61.
Private medical coverage was extended from singte cover to family cover at the stort of the year.

There are no specific provisions to lapse or recover amounts poid under the short and leng-term incentive schemes.
2015 bonus targets and measures are discussed on pages 61 and 62.

Perfarmance conditions for the LTIP award for 2014 are provided on pages 62 and 63.

What discretions are retained in operating the incentive plans under our policy?

The Committee will operate the Annual Bonus Plan and LTIP aceording to their respective rufes and the above policy
table. The Committee retains discretion, consistent with market practice, in a number of respects, in relation to the
operation and administration of these plans.

These discretions include, but are not limited to, the following:

the selection of participants;

— the timing of grant of an award/bonus opportunity;

- the size of an award/bonus opportunity subject to the maximum limits set out in the policy table;

- the determination of performance against targets and resultant vestingfbonus pay-outs;

- discretion required when dealing with a change of control or restructuring of the group;

- determination of the treatment of leavers based on the rules of the plan and the appropriate treatment chosen;

- adjustments required in certain circumstances (eg rights issues, corporate restructuring events and special dividends);
and

- the annual review of performance measures, weightings and targets from year to year.

In relation to both the LTIP and Annua! Bonus Plan, the Committee retains the ability to adjust the targets and/or set
different measures If events occur {eg material acquisition and/or divestment of a group business) which cause it to
determine that the conditions are no longer appropriate and the amendment is required so that the conditions achieve
their original purpose and are not materially less difficult to satisfy. Any use of the above discretions would, where
relevant, be explained in the Directors’ remuneration report and may, as appropriate, be the subject of consultation with
the Company's major shareholders.
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In addition. for the avoidance of doubt. in approving this policy report. authority is given to the Company to honour
any commitments entered into with current or former Directors that have been disclosed to shareholders in previous
remuneration reports. Detuails of any payments ta former Directors will be set out in the relevant report going forward
as required by the new Regulations.

How our policy actually influences levels of pay

Under our policy, a significant proportion of remuneration is linked to performance. The charts below show how much
the Executive Directors could earn under Mitie's remuneration poticy {as detailed above) under different performance
scenarios. The following assumptions have been made:

— Minimum (performance below threshold) - Fixed pay only with ne pay-out/vesting under any of Mitie's incentive plans.
— On-target - Fixed pay plus an on-target bonus and vesting of 25% of LTIP awards.

— Maximum {performance above target) ~ Fixed pay plus maximum bonus and maximum LTIP awards.

Fixed pay comprises of:

- Salaries - effective as of 1 April 2014

- Benefits - amount received by each Executive Director in 20714, excluding the value of any matching SIP shares.

- Pension - amount received by each Executive Director in 20714,

The table below does not take account of the decision taken by Bill Robson to step doewn from the Mitie Group plc Board
on 31 July 2014, referred to in the Chairman's Statement.

The scenarios do not include share price growth or dividend assumptions.

Graph removed

Our policy on Executive Directors' service contracts
All Directors are appointed on rolling service contracts but are subject to annual re-election at the AGM in accordance
with the Code.

Under the service contracts, the Company is required to give 12 months’ notice of termination of employment;
Executive Directors are required to give six months' notice.

For Executive Directors, if notice is served by either party, the Executive Director can continue to receive basic salary,
benefits and pension for the duration of their notice peried during which time the Company may require the individual
to continue to fulfil their current duties or may assign a period of garden leave.

With respect to the current Group Finance Director's contract, the Company has the right to make a payment in lieu
of notice equivalent in value of up to 12 months’ salary payable in either monthly instalments or as a lump sum.

The Company will also pay for any benefit which the individual would have been eligible for until the date of cessation
had full notice been given.

The Executive Directors’ service contracts are available for inspection at Mitie's registered office, the head office and
at the AGM. There are no other provisions for compensation on termination of employment set out within the contracts
of the Executive Directors.

As reported in the Chagirman'’s Statement, Bill Robson will be stepping dewn from the Mitie Group plc Board on
31 July 2014 and will be staying within the group as Managing Director of our Property management division.

For future Directors, notice periods will not exceed 12 months.




Mitie Group ple
Annual Report and Accounts 2014

Directors’ remuneration report

The effective dates of the service contracts of the Executive Directors are set out below:

Date of agreement

Ruby McGregor-Smith 01-Apr-03
Suzanne Baxter 10-Apr-06
Bill Robson O1-Apr-03

Our policy on loss of office
The rules of the Annual Bonus Plan and LTIP set out what happens to awards if a participant ceases to be an employee
or Director of Mitie before the end of a vesting period.

Regarding the annual bonus, in the event that the participant ceases to be an eligible employee before the date the bonus
is paid or is subject to notice of termination of their employment on the bonus date, they shall forfeit all entitlement to the
Bonus in respect of that financial year, unless the Committee in its absolute discretion determines otherwise. The deferred
shares will vest in full on the date of cessation for ‘gacd leaver’ reasons; otherwise the shares will lapse on cessation.

Generally, any outstanding LTIP awards will lapse on cessation of employment, except in certain circumstances.
Specifically, if the Executive ceases to be an employee or Director as a result of death, injury, disability or ill-health,
redundancy, retirement, the sale of the business or company that employs the individual or any other reason at the
discretion of the Committee, then they will be treated as a 'good leaver’ under the LTIP rules, in which case awards will
vest either on cessation or the normal vesting dates subject to the performance conditions and, if the Committee
determines, a pro rata reduction. A good leaver has 12 months to exercise their vested awards structured as options
following the cessation of employment.

In addition, and consistent with market practice, in the event of termination of an Executive Director’s employment, the
Company may pay a contribution towards the individual's legal fees and fees for outplacement services as part of a
negotiated settlement. Any such fees would be disclosed as part of the detail of termination arrangements. Should it
become necessary to make additicnal payments in respect of such professional fees that were not ascertained at the
time of reporting, the Company may do so up to a level of a further £10,000. For the avoidance of doubt, the policy does
not inciude an explicit cap on the cost of termination payments.

Our policy on external appointments

The Board recognises that the appointment of Executive Directors to Non-Executive positions at other companies can

be beneficial both for the individual Directer and the group through the broadening of their experience and knowledge.
Ruby McGregor-Smith received fees of £53,575 per annum in respect of her role as a Non-Executive Director of Michael
Page International plc and £15,000 for her role as Non-Executive Director of the Department of Culture, Media and Sport.
Suzanne Baxter received fees of £47,499 for her role as a Non-Executive Director of WH Smith plc. Both individuals are
entitled to retain any fees earned.

Our policy on the recruitment of a new director

In cases of @ new hire, the Cormmittee will typically align the Executive Director's remuneration package to the above
Remuneration policy. However, where appropriate, the Committee retains discretion to make decisions outside of policy
to facilitate hiring key talent as set out below.

Base salaries will be set based on the individual's rote and experience, with consideration given to internal equity.

Benefits will be provided in line with those offered to other employees at the similar level, with relocation expenses/
arrangements provided if necessary. In the case of new Executive Directors, individuals will be given a choice of either
participation in a defined contribution pension or a cash allowance in lieu of pension.

The maximum level of variable pay that may be offered on an ongoing basis and the structure of remuneration will be in
accerdance with the approved policy detailed cbove (ie, at an aggregate meximum of 410% of salary - 160% annual bonus
and up to 250% for LTIP). This limit does not include the value of buy-out arrangements.

The above policy applies to beth internal promotions to the Board or an external hire. For external hires, if it is necessary
to buy-out existing incentive pay or benefit arrangements (which would be forfeited on leaving their previous company),
this would be provided toking into consideration relevant factars such s the commercial value of the amount forfeited
from the previous employer, the performance conditions (eq the likelihood of achieving those) and timing (eg where the
award is in the vesting cycle). Buy-out awards, if used, will be granted using Mitie’s existing share plans, although, if
necessary, buy-out awards may be made on more bespoke terms regarding matters such as vesting and performance
conditions as permitted under the Listing Rules (ie provision 9.4.2.). The Committee has placed o maximum limit on any
such buy-out awards which it may be necessary to make; these will not exceed the commercial value of the amount
forfeited from the previous employer.

In the case of an internal promotion to the Board, any outstanding variable pay awarded in relation to the individual's
previous role will be allowed to pay out according to its terms of grant.

On appointment of a new Chairman or Non-Executive Director, their fees will be set taking into account the existing
fee structure.
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Our policy on Non-Executive Director remuneration and appointment terms

The Chairman and Non-Executive Directors receive an annual fee which is paid in monthly instalments. The Chairman's
fee is set by the Remuneration Committee and the fees for the Non-Executive Directors are approved by the Board, on
the recommendation of the Chairman and the Chief Executive. The Non-Executive Directors are paid a basic fee with
an additional fee for chairing a Committee, together with expenses incurred in carrying out their duties on behalf of

the Company. Non-Executive Directors are not eligible 10 parucipate in any of the Company'’s share schemes or the
Annual Bonus Plan, nor do they receive pension or ancillary benefits.

The terrs of appointrment of the Non-Executive Directors are available for inspection ot Mitie's registered office, the head
office and at the AGM. The Non-Executive Directors are engaged for an initial term of three years which is terminable on
either three or six months' notice and thereafter on a rolling term. They are alse subject to annual re-election.

Non-Executive Directors’ engagement terms

Date of Initial
Additional duties engagemant contract term Notice peried
Roger Matthews Chairman; 04-Dec-06 3 years 6 months
Chairman of Nomination Committee
David Jenkins Senior Independent Director; 31-Jan-06 3 years 6 months
Chairman of Audit Cormmittee
Graeme Potts’ 01-Aug-06 3 years & months
Terry Morgan? Chairman of Remuneration 01-Jul-0% 3 years 3 months
Committee
Larry Hirst O1-Feb-10 3 years 3 months
Craowford Gillies® Chairman of Remuneration 12-Jul-12 3 years 3 months
Committee
Jack Boyer O1-Jun-13 3 years 3 months

Notes:

1 Groeme Potts retired as a Non-Executive Director an 9 July 2013,

2 TerryMorgan retired as o Non-Executive Director on 37 October 2013,

3 Crawferd Gilkes was appainted as Chairman of the Remuneration Committee on 1 Nevemnber 2013,

How does the executive pay policy differ from that of other Mitie employees?

The remuneration policy for the Executive Directors is more heavily weighted towards variable pay than for ather
employees, ensuring that the grecter part of their pay is conditional on the successful delivery of business strategy.

This helps create a clear link between the value created for shareholders and the remuneration received by the Directors.
The LTIP is limited to the most seniar employees {approximately 100 in total). For employees below this level, variable

pay may consist of share options and annual bonus (both of which will be based on role) and the opportunity to participate
in SAYE and SIP.

How we take account of employment conditions elsewhere in the Company when setting our policy

The Remuneration Committeg is responsible for overseeing the remuneration policy for the group as a whole and is
mindful of pay and employment conditions in the wider workforce within the group and externally when determining
Executive remuneration. When considering base salary increases, benefits and pension provision, the Comrmittee reviews
overall levels and increases offered to employees across the group. The Committee also reviews information with regard
to share awards made to other senior management of the group, noting that (i) all employees can participate in the SAYE
and SIP, and (i) participation in the LTIP is limited to a selection of senior executives. However, consistent with general
practice, the Committee does not consult with employees in preparing the policy or its implementation,

How we take account of shareholder views when setting our policy

The Committee is committed to a continuing discussion with major shareholders and obtains their views when any
significant changes to remuneration arrangements are being proposed. A recent example of this was the consultation
with major shareholders undertaken in relation to changing the performance measures for the 2013 LTIP award.

A similar consultation exercise will be undertaken following the culmination of the forthcoming review of the
Company's pay policy.
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Annual report on remuneration

Executive Director remuneration {subject to audit)
The table below reports a single figure for total remuneration for each Executive Director for the financial years ending
31 March 2013 and 31 March 2014,

Year Salary Benefits Annug! bonus LTI® Pension Total

Ruby McGregor-Smith 2014 E526,000 £20,399 £757,966 - £142901 £1,447,266
2013 £526,000 £25,845 £712,000 £M4,433 £126,853 £2/105131

Suzanne Baxter 2014 E335,000 £18,157 £411,548 - £95973 £860,678
2013 £335,000 £20,505 £387,000 £460,734 £95,952 £€1,299191

Bill Robson 2014 £330,000 18,183 £405,405 - £115,198 E£B68,786
2013 E£330,000 £19,919  £381,000 £223,077 £80,573 £1,034569

Total remuneration 2014 £3,176,730
2013 £4,438,891

Notes:
Benefits relate to the cast te the Company of private medical cover, private fuel and the car allowonce. Value of matching shares during the year under the Campany Share
Incentive Plan is also included as is the option gain under the 2012 SAYE grant.

Bonus payable in respect of the finencial year includes any deferred element at face value at the date of oward. Further information cbout how the level of the 2014 award
was determined is provided on poges 67 and 62,

The vatue of the 2014 LTIP is based on the 2011 LTIP award, which will lapse in full. The value cf the 2013 LTIP is based on the value of the shores that vested in respect of
the 2010 LTIP award on the vesting date and includes the value of the dividend equivalent.

The pension benefits of the Directors comprise a pension supplement paid in cash in the year of 20% of salary and a copped
cash contribution to a defined benefit pension scherme of £15,576 (2013: £15,114) made by Mitie for each of the Directors.

The disclosures above in respect of pension benefits comprise the 20% pension supplement along with an actuarially
derived vatue of the annually acerued pension benefits under the defined benefit pension scheme, net of personal
contributions made by each Director. This calculation is knowrt as the net pension input amount and is affected by the
number of years of scheme membership, the value of annual accrued benefits at each year end, inflation and a prescribed
multiplication factor of 20.

The net pension input amount for the Directors included in the pension benefits disclosed above was:

Yeor Years of scherme membership at 31 March £

Ruby McGregor-Smith 2014 i 37,701
2013 10 21,653

Suzanne Baxter 2014 2 28,973
2013 1 28,952

Bill Robsen 2074 22 49,198
2013 il 14,573

Non-Executive Directors fees (subject to audit)
The fees to the Non-Executive Directors for the financial year ending 31 March 2014 and 31 March 2013 are set out below:

Non-Executive Directors' remuneration

Base salaryffees £'000

207 2013
Roger Matthews 140 140
David Jenkins 53 53
Graeme Potts? 27 46
Terry Morgan?-3 37 53
Larry Hirst 46 46
Crawford Gillies* 45 33
Jack Boyer® 38 -
Total 390 3an
Notes:
1 Greeme Potts retired as o Non-Executive Director on @ July 2013,
2 Terry Mergan retired o5 a Non-Executive Director on 371 October 2013
3 The fees in consideravan for the services of Terry Morgan were paid to TKM Monagerment Sarvices Limited
4 Crawford Gillies was appointed as Remuneration Commuttee Chairman on 1 November 2013,
5 50% of the fees in consideration for the services of Crawford Gillies were paid 1o CG Advisory Ltd.
6 Jack Boyer was appointed as a Non-Executive Director on 3 June 2013,
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What happened in 2014 and changes for 2015

Base salary and benefits

For 204, the Remuneration Committee did not award pay increases for the Executive Directors. For the Chief Executive,
the Remuneration Committee considered an increase given her current pay positioning versus the market: however,

the Chief Executive requested that the increase be waived.

For 2015, the Committee awarded average salary increases of 4.5% for two of the Executive Directers, resulting in the
following base sclaries being payable:

- Ruby McGregor-Smith - £550,000

- Suzanne Baxter - £350,000

Bill Robson received nao increase and his salary remains £330,000.

A review of Non-Executive Director fees was undertaken in March 2014, The fees are reviewed every three years with the
exception of the Chairman's fee, which had not been reviewed for the past six years. As a result of that review, the fees
for 2015 are as follows:

Base saloryffees €000
20157 2014
Chairman fees? 185 140
Non-Executive Director core fees? 52 46
Additional fees
Senior Independent Director 7 -
Chairman of a Committee 8 7

Notes:

1 The core fee of £52,000 paid to each Non-Executive Director {including the Chairman) will tetal £260,000 for 2015 {€230,000 in 2014). Totel fees, including additional
duties are expected to smount to £416,000 for 2015 (£338,000Q in 2014).

2 The Cheirman's fee is inclusive of the Non-Executive Directors core fee and no additional fees are paid to the Cheirman where he is a Chairman, er is a member of,
other committees.

3 For Nen-Executive Directors, individual fees comprise the core fee and odding supplemental fees for chairing committees where a greater responsibility ond tirme
commitment is required.

Benefits are as described in the Remuneration policy table. No changes are planned for 2015, aside from a modest
increase made to the car allowance {which was last reviewed in 2004} to retain market competitiveness.

Pension (subject to audit)}
Pension is as described in the Remuneration policy table. The pension entitlerment for each Director is as follows:

Defined benefit pension scheme transfer values

Tronsfer volue

of pension

Contributions Increase in increase (after
Transfer values made by the  accrued peasion inflation, net of ~ Transfer value
Normal retirement 31 March 2013 Director over the year contributisns) 31 March 2014
dote £'000 €000 £000 £'000 £000
Ruby McGregor-Smith 22/02/2028 207 0 3 24 238
Suzanne Baxter 16/04/2033 17 0 4 17 34
Bill Robson 11/08/2075 847 o 2 48 913

The pension benefits of the Executive Directors are based on a pensionable salary capped at £141,600. The Company
made contributions to the group's defined benefit scheme on behalf of the three Directors who are members of the
scheme at a rate of 11% of the velue of the benefit cap. In addition, the Directors received a salary supplement as
described in the policy table. The normal retirement age for the three Directors is 65 and there are no additional benefits
available to the Directors upon early retirement.

No changes are planned for 2015.

Annual Bonus Plan
Awards in respect of 2014 were made under the group Annual Bonus Plan. The outcomes were as follows:

Evaluation of performance

At the beginning of the year the Committee set a range for EBITA performance from threshold, target through to
maximum. Performance was slightly better than the target level of EBITA for bonus purposes, and this equated to
performance 55% between threshold and maximum, thereby resulting in a pay-out of 101.6% of salary for this element.
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At the beginning of the year. the Committee set objectives relating to organic growth. people management ond strategy.
Key deliverables for the year included:

- Upper quartile performance on organic revenue growth versus comparator group.

t

Growth of our Healthcare offering through the completion of a strategic acquisition.

Good progress in our care and custody offering with substantial wins.

Launch of an integrated energy consulting business.
- Key strategic hires made to strengthen the leadership pipeline across the business.
Having evaluated a range of outcomes and indicators of performance, the Committee determined that overall

progress was excellent and warranted a pay-out of 85% of maximum, resulting in @ pay-out of 42.5% of salary for
the Chief Executive and 21.3% of salary for the other Executive Directors.

Therefore, based on the Committee's assessment of achievement for both the financial and strategic objectives,
the bonus was calculated as follows:

Financial Performance Strategic Performance Total Bonus Payckle
X% of salary % of salary % of salery % of salory
poyable ot payable at ¥ of salary puyable at  paycble at X of salary Taual Deferred
threshold  maximum poyable theeshold  maximum payable bonus Cash shares
Ruby McGregor-Smith o] 50 425 7580 5260 2320
Suzanne Baxter S0 70 101.6 0O 25 213 4116 3350 76.6
Bill Robson ) 25 213 4054 3300 754

While the actual financial and strategic target ranges have not been disclosed in this report due to commercial sensitivity,
it is intended that the EBITA targets will be disclosed in next year's Remuneration Report {although not the strategic
targets as they will remain commercially sensitive).

For 2015, no changes are proposed to be made to the bonus scheme. The EBITA and strategic targets used are not
disciosed at this time as they are considered commercially sensitive. However, similar levels of disclosure as set out cbove
will be made in future reports.

Details of LTIP vesting in June 2014 (2011 award)
The Committee assessed the outcome of the 2011 LTIP awards against the performance condition of EPS growth (%)
per annum.

The number of shares capable of vesting was determined based on the following scale:

EPSX growth X of award vesting

13% or more 100%

Between 7% and 13% On a straight-line basis between 25% and 100%
7% 25%

Less than 7% 0%

For the performance period, EPS growth was below the threshold of 7% and the award will therefore lapse in full.
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LTIP awards granted in year

Following consultation with major shareholders, different performance conditions were applied to awards made in 2014
compared to awards made in earlier years, in order to provide improved alignment with the strategic drivers of our
business. Awards granted in 2014 will vest depending on perfermance against four weighted measures, measured over
three years:

Vesting of pertion of the oward

Performance measure Weighting Performarnce range {performance period ending 31 March 2016)
Absolute Earnings Per Share 20% of the 3% - B% pa Zero vesting if EPS growth is less than 3% pa. If performance is
(EPS} growth oward equal to 3X, 25% of the award will vest. If Mitie achieves 8% EPS

growth pa. all the awards will vest. Between these two points,
the propartion of awards vesting will be determined on a finear
sliding scale basis.

Relative Total Shareholder 20% of the Qutperformance against Zero vesting if Mitie Group's TSR performance is less than the
Return (TSR} award FTSE 350 Support median of the index. If Mitie's TSR performance is equaol to the
Services index median of the index, 25% of an award will vest. If the Company's

TSR exceeds the index TSR by 10% pa or more, all the awards
will vest. Between these two points the proportion of awards
vesting will be determined on a linear sliding scale basis.

Organic revenue growth 30% of the 3% - 6% pa with a financial Zero vesting if organic revenue growth is less than 3% pa.
award underpin based on the If performance is equal to 3% pa, 25% of the award will vest.
achievemnent of target If Mitie achieves 6% organic growth pa, all the awards will vest,
margin of 5.5% po. Between these two points, the proportion of awards vesting will

be determined on a linear sliding scale basis. Entire portion of
award is subject to Mitie achieving 5.5% margin,

Cash conversion 30% of the 75% - BS% pa Zero vesting if cash conversion is less than 75% pa. At 75%,
award 25% of the award will vest. Up to 70% of the award will vest
if Mitie achieves 80%. Full vesting for this portion will oceur if
B5% pa is ochieved. Between 75% and 80% and 80% and 85%,
the proportion of awards vesting will be determined on o linear
sliding scale basis.

Details of the awards made to the Executive Directors under the LTIP (granted as nil cost options) are summarised below,
with further details given in the table on outstanding share interests on page 66.

What was granted in 2014
Number of Face % of Performance Perfarmance % vesting at
Award Type shares value® salary condition? period threshold
Ruby McGregor-Smith  Performance 527.3H £1,325,283 250% 20% Absolute

Earnings Per Share
Nil-cost 30% Organic 3 financial years
Suzanne Baxter Performance ) 268,698 £675,235 200% Revenue Growth ending 25%
opter 30% Cash 31 March 2016
Conversion
20% Relative TSR

Bill Robsan Performance 264,688 £665,161 200%

Notes:
1 Face value was calculated based on the grant date share price of 251.30p on 28 June 2013,
2 Performance conditions are set out en pages 62 ond 63.

As set out above, the Chief Executive received an exceptional award over shares worth 250% (albeit granted within the
existing LTIP limits) to ensure her continued incentivisation and further strengthen her alignment with shareholders.

For 2015, no changes are proposed to the LTIP scheme, with award levels set at 200% for all the Executive Directors.
The performance conditions remain as outfined above.

Loss of office payments
No payments for loss of office were made to past directors during the year. No payments have been made that have not
already been included in the single figure of remuneration set out on page 60.

Change in CEQ pay for the year compared to UK salaried employees
The table below sets out the change in rermuneration of the Chief Executive and Mitie's UK salaried population.

% Satary Benefits' Bonus
Chief Executive 0% -7.5% &%
Average pay based on Mitie's UK salaried employees? 4.2% 12.4% 23.8%
Notes:

1 Includes cerfcar allowance, private medical, and private fuel.
2 Reflects the change in average pay for UK sataried employees employed in both the geor ended 31 March 2013 and 31 March 2014,
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Relative spend on pay

The table below shows both the total cost of remuneration in the group, compared with the dividends distributed and

share buybacks.

Y. ded Year ended

3 March 2014 31 Moréh 2013 Change
Aggregate employee remuneration 1,137 1,052 8.0%
Equity dividends and share buybacks 46 35 30.4%

Assessing pay and performance

In the table below we provide a summary of the Chief Executive's single figure remuneration over the past five years,
as well as the pay out and vesting levels of our variable pay plans in relation to the maxirmum opportunity. This is
compared with historic TSR performance over the same period. We have chosen these indices as they are widely
recognised and we have been members of both indices during the period.

Graph removed

2010 20M 2012 2013 2014
Single figure
remuneration £1,703,031 £2,324,443 £2,431,773 £2,105,131 £1,447,266
Annual bonus
element {actual
as a % of max} 100% 100% 100% 85% S0%
LTIP element
(actual vesting
as a % of max) 100% 100% B7.2% 57.2% 0%

The new reporting requirements will require that the time period for the above TSR chart be lengthened to ten years over
time and we have therefore included a ten year chart below.

Graph removed
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Share ownership

Value of target Percentage of

Number of  holding at 1 May base salary

Ordinary shares 2013 based on Valua of ochieved

ownedosat % ofsalaryas ot heiding a5 at as at

31 March 2014 31 Morch 2014 31 March 2014* 31 March 2014

Ruby McGregor-Smith 565,403 £785,000 £1,840,387 350%
Suzanne Baxter 213,673 £502,500 £695,506 208%
Bill Robson 1,623,821 £495,000 £5,285,537 1,602%

Note:
1 Calculated ot a share price of 325.5p being the clesing market price en 31 March 2014,

Directors outstanding share interests (subject to audit)
The following tables provide the outstanding share interests for the Executive Directors.

Directors’ interests in options granted under the Mitie Group plc 2011 Save As You Earn Scheme?

Earliest normal

Thenson e S aear niieer 31 Miorch 2074 iy  dare
Ruby McGregor-Smith 4,035 - - - 4,035 223 Dec-15
Suzanne Baxter 4035 - - - 4,035 223 Dec-15
Bill Robson 4,035 - - - 4,035 223 Dec-15

Note:
1 Executive Directors were invited to participate in the 2011 SAYE scheme and are contributing the maximurm amount of £350f/month over o 36 month peried starting
December 2012,

Directors’ interests in shares purchased under the Mitie Group plc Share Incentive Plan 2011

Total number of shares

Shares outstanding as at Number of partnership shares Number of matching shares outstanding at

31 March 20137 acquired in year? awtrded in year? 31 March 2014

Ruby McGreger-Smith 1,198 e . 55 1,874
Suzanne Boxter 1,198 621 55 1,874
Bill Robson 1,198 821 55 1874

Notes:

1 Figure comprises 1,093 purchased shares plus 105 Matching shares.

2 Sheres were acquired ot a market price of 270.10p on 13 May 2013, Executive Diractors contributed the full annual amount of £1,500 permitted under the Plan,
Shares acquired through dividend reinvestment {8 August 2013 and & February 2014) have olso been included,

3 Matching shores were purchosed in the market at a price of 270.10p on 13 Mey 2013, Awards of Matching shares must innormet circumstances be held for ot least
three years from the date of award ond are subject to forfeiture if corresponding Pertnership shores are withdrawn during that peried.

4 The market price of the Compony's shares as at 31 Mareh 2014 wos 325 5p. The highest and lowest prices during the yeor were 345.6p and 248.0p respectively.

Directors’ interests in options granted under the Mitie Group plc 2001 Executive Share Option Scheme

ESOS ESOS
options options
outstanding outstanding
as at Granted Lapsed Exercised as at Exercise
31March during during during 31 March price
2013 the year the year the year 20147 P Exercisable between
Ruby McGregor-Smith
Unapproved scheme 100,000 - - - 100,000 162 Jun-08 Jun-15
Unapproved scheme 100,000 - - - 100,000 191 Jun-0%9 Jun-16
Suzanne Baxter
Unapproved scheme 35,000 - - - 35,000 191 Jun-09 Jun-16
Approved scheme 15,000 - - - 15,000 191 Jun-09 Jun-16

Note:
1 The market price of the Company's shares as at 31 March 20N4 was 325 5p. The highest and lowest prices during the year were 345.6p and 248.0p respectively.
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Directors' interests in shares granted under the Mitie Group plc 2010 Deferred Bonus Plan

Shares Shares
Vearst atEMarch Gramedduing Lopsedduring durmg et 3 Mereh Eacliest
grant! 2013 the year the year the year’ 20M4%  exarcise date
Ruby McGregor-Smith 2071 54,046 - - 54,046 - May-13
2012 45,883 - - - 45,883 May-14
2013 - 71,616 - - 71,616 May-15
Suzanne Baxter 201 34,854 - - 34,854 - May-13
2012 29,239 - - - 29,239 May-14
2013 19,842 - - 19,842 May-15
8ill Robson 20M 33,751 - - 33,751 - May-13
2012 28,789 - - - 28,789 May-14
2013 - 19,546 - - 19,546 May-15
Nates:

i The 2011 award was granted on 31 May 2071 ot a grant price of 226.66p.
The 2012 award was granted on 28 May 2012 at a grant price of 277.88p.
The 2013 award was granted en 28 May 2013 at o grant price of 260.0p.

W

Directors’ interests in nil-cost options granted under the Mitie Group plc 2007 Long Term Incentive Plan

Awgrds vested on 27 May 2013 ond were transferred to the participont. At the date these awards vested the market price of the Company's shares was 260.0p.
The owards attract dividend equivalents which are accrued from grant date and paid out on vesting.
The rnarket price of the Campany’s shares as at 31 March 2014 was 325 5p. The highest and lowest prices during the year were 345.6p and 248p respectively.

Granted

LS?;;:E:; the g::r:(;gt Lopsed Exercised L:t:a?gr:ti:lc::; Exercise

Year of at 1 April 249.35p/ during during at 31 March price
grant’ 2013 share the year the year* 2014? p Exercisable between
Ruby McGregor-Smith 2010 438,985 - 187,888 251,101 - Nil-cost - -
201 446,663 - - - 446,663 Nil-cost Jun-14 Jun-15
2012 414,336 - - - 414336 Nil-cost Jun-18  Jun-16
2013 - 527371 - - 527,371 Nil-cost  Jun-16  Jun-17
Suzanne Baxter 2010 283,103 - 121,169 161,934 - Nil-cost - -
2011 284638 - - ~ 284638 Nil-cost Jun-14 Jun-15
2012 263,883 - - - 263,883 Nil-cost Jun-15  Jun-186
2013 - 268,698 - - 268,698 Nil-cost  Jun-16  Jun-17
Bill Robson 2010 137,072 - 58,667 78405 - Nil-cost - -
201 280,259 - - - 280,259 Nil-cest Jun-14  Jun-15
2012 259,945 - - - 259945 Nil-cost Jun-15  Jun-186
2013 - 264,688 - - 264688 Nil-cost Jun-16  jun-17

Notes:

1 The performance criteria applicable to the 2010 oward: lower ond upper performance thresholds of RPI+5% pa and RPH10% pa respectively,

The performance criteria applicable to the 2071 oward: lower and upper performance thresholds of 7% pa and 13X pa respectively.
The performance criteria applicable to the 2012 award: lower and upper performance threshelds of 5% pa and 10% pa respectively
The performance criteria applicable to the 2013 award are provided on pages 62 and €3,
The Directors acquired a conditional joint beneficial interest with the Mitie Employee Benefit Trust 2008 in the shares awarded in 2011 and 2012 under the LTIP.
The full beneficial interest will transfer to the Director only if the performance criterio opplicable to the award is met,
2 The Committee assessed the extent to which the performance conditions epplicable to the 2010 awards had been satisfied and approved the vesting of awards on

29 June 2013 at 57.2%. Awards are capable of exercise from 29 June 2012 1o 28 June 2014, At the date these awords vested the market price of the Compeny's shares
was 253.0p. This compares to o market price on the date of award on 29 June 2070 of 212.8p. The aggregate gain on the share awards was £1,243,000 based on the

share price on exercise of 290.5p.

3 The market price of the Company’s shares as ot 31 March 2074 was 325.5p. The highest and lowest prices during the yeor wera 345 6p and 248p respectively.
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Director share ownership

Numbear of Ordinory Mitie

Number of Ordinary Mitle shares beneficially
owed as o 3T MarGh 3010 {or o of appoiniment £ en)
Executive Directors
Ruby McGregor-Smith 565,403 564,782
Suzanne Baxter 213,673 213,052
Bill Robson 1,623,821 1,623,200
Non-Executive Directors
Roger Matthews 100,000 100,000
David Jenkins 50,000 50,000
Graeme Potts’ 15,000 15,000
Terry Morgan? 0 o
Larry Hirst 25,000 25,000
Crawford Gillies 10,000 10,000
Jack Boyer? 2,000 O

Netes:

1 Graeme Potts retired as a Non-Executive Director on 9 July 2013,

2 Terry Morgan retired as a Non-Executive Director on 31 October 2013,

3 Jock Boyer waos appointed as o Non-Executive Director on 1 June 2013,

Share dilution

The Company manages dilution rates within the ABI guidelines of 10% of issued Ordinary share capital in respect of

all employee schemes and 5% in respect of discretionary schemes. In calculating compliance with these guidelines,

the Company allocates avaitable ‘headroom’ on a ten-year flat-line basis, making adjustments for projected lapse rates
and projected increases in issued share capital,

LTIP awards are satisfied through the market purchase of shares held by the Mitie Group ple Employee Benefit Trust
2008. The potential dilution of the Company's issued share capital is set out below in respect of all cutstanding awards
granted under the Company's eguity-based incentive schemes which are to be satisfied through the allotment of new
shares or Treasury shares.

Share dilution at 31 March 2014

Gilution %
All share plan {maximum 10%) 7.7%
Discretionary share plans (maximum 5%) 4.4%

Shareholder voting

Mitie remains committed to ongoing shareholder dialogue and takes an active interest in voting outcomes. Prior to the
2013 Annual General Meeting, the Chairman and Senior Independent Director met with major shareholders to discuss
the proposed changes to the performance measures for the 2013 LTIP award aleng with other remuneration proposals.
Where there are substantial votes against resolutions in relation to Executive Directors’ remuneration, the group seeks
to understand the reasons for any such vote, and will detail here any actions in response to it.

Numbaer of votes Votes in favour Votes agalnst Votes withheld
2013 Directors’ remuneration report 194.7m 50.6m 3.7m
2013 AGM 78.2% 20.3% 1.5%

The Committee understands that votes ageinst the resolution related to the lack of explanation around certain elements
of remuneration. We have sought to address this issue going forward. Further explanation of this year's bonus outturn
has been provided in this report.
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Principal group activities

The Company is the holding company of the group. The principal activity of the Company is to provide management
services to the group. The group's activities are focused on the provision of strategic outsourcing services. The detailed
strategy for the group can be found on pages 8 to 11 of the Strategic report. Further details of the subsidiary
undertakings of the Cormpany principally affecting the profits or net assets of the group in the reporting peried are listed
in Note 37 to the finuncial statements.

The group cperates in the Republic of Ireland, the Iste of Man, Guernsey, Jersey, Germany, France, Finland, Norway,
Sweden, the Netherlands, Spain, Poland, Switzerland and Belgium.

Shares and shareholders

Share capital and powers of shareholders
The group is financed through both equity share capital and debt instruments. Details of the Company'’s share capital are

given in Note 29 to the financial statements and the detail of its debt instruments is set out in Note 24 to the financial
statements.

The Company has a single class of shares being 2.5p ordinary shares {Crdinary shares’). The Ordinary shares have
no right to any fixed income and each share has the right to one vote per share at general meetings of the Company.
Under the Company's Articles of Association, holders of Ordinary shares are entitled to participate in any dividends
pro-rata to their holding.

In accordance with the Articles of Association, the Board may propeose and pay interim dividends and recommend a final
dividend for approval by the shareholders at the AGM. A final dividend may be declared by the shareholders in a general
meeting by ordinary resoclution, but such dividend cannot exceed the amount recommended by the Board.

The Articles of Asscciation can be amended in accordance with its provisions, the Companies Act and related legislation.

Powers of the Company to issue or buy back its own shares
At the 2013 AGM shareholders authorised:

- the Directors to ollot Ordinary shares up to an aggregate nominal amount of £3,417,300 representing one-third of the
issued share capital plus 13,334,618 Ordinary shares representing the outstanding commitment in respect of options
granted under Mitie's share schemes (such total equating to 36.94% of the issued share capital as at 31 March 2013}

- the dis-application of pre-emption rights over allotted shares up to an aggregate nominal value equal to £462,530
or a maximum 18,503,604 Ordinary shares (representing 5% of the issued share capital as at 31 March 2013}; and

- the Company te make market purchases of its own shares up to a total of 37,007,209 Ordinary shares (representing
10% of the issued share capital as at 31 March 2013},

Further details of these authorisations are available in the notes to the 2013 Notice of AGM and shareholders are referred
to the 2074 Notice (both are available at www.mitie.com/investors) which contains similar provisions in respect of the
Company's share capital.

During the reporting period, the Directors utilised the above authorities to allot 7,774,761 Ordinary shares to an aggregate
nominal amount of £194,369 to employees participating in Mitie's share schemes and to minority shareholders in -~ -~
consideration for shares purchased in connection with Mitie Model investments.

The Company market purchased a total of 9,671,303 of its own shares during the reporting period representing 2.6%
of the called-up share capital of the Company as at 31 March 2013. The shares equated te an aggregate nomingl value
of £241,783 and the total aggregate amount paid was £26,963,207. The reasons for the purchases are set out below:

— 1,000,000 shares were purchased into the Company's Employee Benefit Trust to hedge future Long Term Incentive
Plan {LTIP) ebligations.

— 2,871,303 shares were purchased and subsequently cancelled from the register, This purchase was notionally
undertaken to lorgely offset expected issues under the Mitie model and LTIP.

- The remaining 5,800,000 shares purchased are held in treasury so that they can be re-issued at a later date and used
to hedge future share scheme issues.

It is not Mitie's current intention to operate a formal share purchase programme in 2015; however market purchases may
be made to offset share scheme exercise activity, subject to the prior approval of the Board.
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Significant interests in the Company's Mitie's share capital
As ot 16 May 2014, the Company has been notified of the following significant holdings of voting rights in its shares under
the Disclosure and Transparency Rules:

Numbsr of  Percentage of

Ordinary shares  share capital
The Capital Group 35,41,000 975
FMR LLC 18,000,006 5.05
Massachusetts Financial Services Company 18,549,276 5.02
Heronbridge 18,366,728 5.00
Majedie Asset Management Limited 18,493,852 5.00

Details of the Directors' interests in the share capital of the Company are detailed within the Directors’ remuneration
report on pages 65 to 67.

Restrictions on the trading of shares

Ordinary shares that are issued as consideration upon the acquisition by the Company of the shares of minerity
shareholders in subsidiaries of the group that participate in the Mitie Model {as explained in more detail on page 72) have
contractual restrictions placed upon them that both prevent the transfer of such shares and/or attach specific claw-back
provisions for periods of up to two years following allotment. Recipients of Company shares received in this way are
contractually restricted from selling the shares issued as consideration generally for a maximum of two years. The Board
believes that this is a unique business model that has aided Mitie's past performance and continues to ensure a close
alignment of interests between Company shareholders and the management and employees of the group.

There are no specific restrictions on the size of any shareholding or on the transfer of shares, which are both governed
by the provisions of the Articles of Association of the Company {avallable at www.Mitie.com/finvestors/shareholder-
services/corporate-governance) and legislation.

The Directors are not aware of any agreements between Company shareholders that may result in restrictions on the
transfer of securities or on voting rights. No person has any special rights of control over the Company's share capital.

Details of employee share schemes are set out below and in Note 34 to the Accounts.

The group operates ¢ Share Trading and Insider Dealing Policy which provides a framework to identify persons who may
have access to inside information relating to the Cormpany and explains the rules applicable to thern for dealing in
Company shares. Individuals who may have access to such information are informed individually and asked to read,
understand and follow the procedures detailed in the policy.

Significant agreements ~ change of control

There are a number of agreements with provisions that take effect, alter or terminate upon a change of control of the
Company such as bank facility agreements, employee share scheme rules and Articles of Association of certain Mitie
Model companies. None of these are considered to be significant in terms of their likely impact on the normal course of
business of the group. The Directors are not aware of any agreements between the Company and its Directors or
employees that provide for compensation for loss of office or employment that occurs solely because of a takeover bid.

Shareholder engagement

The Board is committed to an ongoing, proactive dialogue with institutional and private investors, to further encourage
engagement between the Company and its shareholders. A full programme, led by the Chief Executive and Group Finance
Director, of formal and informal events, institutional investor meetings and presentations are also held following the half
yearly and full year results announcements.

During the year, the Board appointed a capital markets advisory firm to conduct an Investor Relations strategy survey.
The objective was to provide the Board with a better understanding of the market perception of the group. The survey
involved interviews with existing shareholders, those that have held shares in the recent past and also non-shareholders.
The results of the survey were shared with the Board at its annual strateqy meeting in January.

Significant importance is attached to investor feedback on the group's performance, and as such the Board receives an
investor relations report at each Board meeting detailing corporate news, share price activity, investor relations activity
and major movements in shareholdings. The Board is also regularly updated and is provided with investor feedback,
broker updates and detoiled analyst reports following the half year and full year results presentations. The Chairmanis
responsible for ensuring that the Board is made aware of the issues and concerns of the major shareholders.
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The Chairman and Senior Independent Director are available for additional meetings with shareholders upon request.
The Board encourages an ongoing dialogue between the Directors and investors and as such all Directors were present
at the 2013 AGM and made themselves available for direct discussions with sharehotders. Latest group information,
financicl reports, corporate governance and sustainability matters, half yearly and full year results presentations,
major shareholder information and all anncuncements are made available to shareholders via the Mitie website
(www.mitie.can) which has u specific area dedicated to investor relations.

Electronic communications

The Directors remain committed to improving and extending the electronic metheds by which the Company communicates
with its shareholders, not only allowing the latest information on the group to be provided more efficiently but recognising
the environmental benefits. The Board encourages each shareholder to join the growing number of investors electing to
receive their information electronically and further details on how to register are provided at the end of this report.

Directors

Board of Directors

The membership of the Board as at 31 March 2074 and biographical details of the Directors (including details of
committee chairmanships and cther positions held) are given on pages 36 and 37. To comply with relevant provision of
the Code, all Directors will submit themselves for re-election at the forthcoming AGM and details are provided in the
Notice of AGM which is available at www.mitie.com/finvestors.

During the year, Non-Executive Director independence was considered by the Board. The Board determined that all
Non-Executive Directors as at 31 March 20714 were independent in mind and judgerment, and free from any material
relaticnship that could interfere with their ability to discharge their duties effectively.

Director development and succession planning

The Chairman regularly meets with both the Executive and Non-Executive Directors to discuss specific director
development and training needs. The annual Board evaluation also addresses these requirements and ensures that
the appropriate level of knowledge, understanding and expertise of the Board is sufficiently maintained.

Succession planning is discussed in more detoil on page 47 and 48.

Director appointments
With regards to the appointment and replacement of Directors, the Company is governed by its Articles of Association,
the Code, the Companies Acts and related legislation.

Director conflicts

The Board has a formal policy on the declaration and management of Director conflicts of interests in accordance with
the Articles of Association of the Company which has operated effectively during the reporting period. Any potential
situation or transactional conflict must be reported as soon as possible to the Chairman, the Chief Executive and the
Cormpany Secretary. Where a potential conflict is authorised {under the statutory powers and powers granted under
the Articles of Association to the Board), such conflict is kept under ongoing review.

Director indemnities

The group maintains Directors’ and officers’ liability insurance, providing appropriate cover for any legal action brought
against its Directors and/or officers. The Articles of Association of the Company extend the protection provided to
Directors in respect of any litigation against Directors relating 16 their position as a Director of the Company, and
specifically provide that the Company may indemnify Directors against any liability incurred in connection with any
negligence, default, breach of duty or breach of trust in relation to the Company and that the Company may fund defence
costs. Individual Directors would still be liable to pay damages awarded to the Company in any action against them by the
Company and to repay their defence costs {to the extent funded by the Company) if their defence was unsuccessful.

Director commitments

Executive Directors are permitted to accept appointments outside the group provided permission is sought from the
Chairman and the Chief Executive and that the additional appointments do not interfere with the Directors’ ability to
discharge their duties effectively. The commitments outside the group of each Executive Director are detailed in the
Directors’ remuneration report on page 58. Executive Directors are entitled to retain any fees earned from these
external appeintments,
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Statement of the Directors in respect of the Annual Report and financial statements

As required by the Code, the Directors confirm that they consider the Annual Report and Accounts, taken as a whole,
to be fair, balanced and understandable and that it provides the information necessary for sharehotders to assess the
Company's performance, business model and strategy. When arriving at this position the Board was assisted by a
nurmber of processes including the following:

~ the Annual Report and Accounts is drafted by senicr management with overall co-ordination by the Head of Group
Finance to ensure consistency across the relevant sections;

- aninternal verification process is undertaken to ensure factual accuracy;

— an independent review is undertaken by the Assurance team to assess whether the Annual Report and Accounts is fair,
balanced and understandable using a set of pre-defined indicators (such as consistency with internally reported
information, investor communications and relative performance in the industry);

-~ comprehensive reviews of drafts of the Annual Report and Accounts are undertaken by the Executive Directors and
other senior management;

- an advanced draft is reviewed by the Company's Group Counsel and external legal advisers; and
- the final draft is reviewed by the Audit Committee prior to consideration by the Board.

Employees

Employee involvement

The Board remains committed to fostering and developing a culture of ermployee involvement in the business through
communication with employees and equity involvement whereby employees are enabled ta build a stake in the Company
through the Company's various equity-based incentive schemes.

The Board believes that the group's culture of employee equity involvement is a significant driver in the group’s growth
performance and that this assists in attracting and retaining skilled and committed employees.

During the year, the group has continued to operate the Mitie Long Term Incentive Plan to incentivise and reward senior
members of the Mitie management team, the Executive Share Option Scheme for certain other employees and the
Savings Related Share Option Scheme and Share Incentive Plan which are open to all eligible employees of the group.

The group has historically grown by giving entrepreneurial managers the opportunity to create wealth by participating in
the investment risk of starting a new business, taking equity stakes at fair value in those new businesses in conjunction
with Mitie and then, dependent on & pre-agreed pricing structure, offering to sell (but cannot require Mitie to buy) that
stake to Mitie predominantly in exchange for Company shares.

Under the terms of certain shareholder's agreements and Articles of Association relating to Mitie Model companies,
minarity shareholders in such companies may provide an option for the purchase by the Company of their minority
shares. The mechanism for calculating the price to be paid in respect of such transfer is transparent, on an arms-length
basis, and in accordance with the pricing structure generally applicable for other transfers under the Mitie Model.

In consideration for these purchases, the Company generally has the option 1o settle payment in cash or in

Company shares.

In 2011, the group launched a £10m Entrepreneuriat Fund to back management teams with innovative ideas for starting
mutually owned businesses. The Boord remains committed to supporting growing businesses through the Entrepreneurial
Fund which builds on a long history of partnering with management teams to start up new business ventures.

Fal
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On 5 July 2013, the Company approved investment into two new Mitie Model companies: Mitie Waste & Environmental
Services Limited, Mitie's existing waste management business; and Mitie Local Services Limited, a new start-up business
providing cleaning services to small to medium size clients in the London area. In total during the year, the Company has
invested over £0.8m from the Entrepreneurial Fund, in the form of Mitie Model start-ups, second generation equity
schemes and other equity incentive based businesses.

On 27 August 2013, the Company announced the purchase of certain minority shareholdings in four of its subsidiary
companies: Mitie Client Services Limited, Mitie Pest Control (Londen} Limited, Mitie Security Holdings Limited and Mitie
Landscapes Limited in accordance with the respective Articles of Association and shareholders’ agreements of those
companies. The total maximum consideration for all four transactions amounted to £6.9m, being satisfied as to £0.8m
in cash and as to the remaining £6.1m by the issue of 2,279,533 new Ordinary shares valued at 267.04p per share, being
the average of the closing middle market price for the five banking days immediately preceding 23 July 2013 .The selling
shareholders gave certain warranties and representations relating to past and future performance of the relevant
subsidiary companies. The shares issued in consideration are held in safe custody for a maximum period of one year
and may be sold to meet any claims that the Company may have in the future in relation to those warranties and
representations. Details of these structures are generally available (to the extent incorporated into the Articles of
Association for individual Mitie Model cormpanies) from Companies House at www.companieshouse.gov.uk.

Communication with employees

Communication with Mitie's employees remains a high priority, and has been the focus of a comprehensive review of
employee engagement undertaken in the past year. The group communicates with employees via multiple channels,
including group-wide mailings, employee magazines and updates, employee-focused initiatives and events (including
group business roadshows), media networks and the provision of access to broodcasts of periodic financial presentations.

We are also committed to developing our use of social rmedia tools as an effective way of communicating with our people
because we recognise that these methods can provide great ways of allowing our people to give us feedback, share ideos
and engage with the wider Mitie community.

Our social media tools are supported by a group-wide intranet system which has improved communication and information
sharing across the business and includes blog updates from Executive Board members and functional teams. Through this
system employees are able to access key Information {such as online payslips), platforms {such as elearning), and key
strategic messages as well as group news,

Each of the group’s businesses is encouraged to ensure that employees are kept informed of group and individual business
developments through the use of their own communication processes, and social networking sites continue to play an
important part in engaging and cemmunicating with employees.

Our group-wide Mitie Stars programme continues to grow year on year, and recognises and rewards exceptional
performance displayed by Mitie pecple. Mitie's Got Talent, the group-wide talent contest, continues to be supported and
encourages employee engagement and recognition. The group Sustainability report contains further details of these
initiatives and is available from www.mitie.com.

Mitie's employees remain actively involved in the group’s activities via an employee forum. This year the forum held
two meetings and included presentations by senior management or functional heads as requested by the employee
representatives. The Executive Board will continue to seek increasing involvement and activity of the employee
representatives.

Our Speak Up service (the whistleblowing programme) continued to operate during the year, providing every employee
with the ability to confidentially report any concerns or wrong-doings that they were aware of, if they felt unable to
report these via our existing line management or human resources channels. All Speak Up contacts are independently
investigated. The Audit Committee and Board receive regular reports on the status of material Speak Up investigations.

Employee diversity and inclusion

The Board remains committed to developing a culture that encourages the inclusion and diversity of all of the group's
employees through respecting and appreciating their differences and promoting the continuous development of
ernployees through skills enhancement and training programmes.

The group’s employment policies are designed to recruit, motivate, retain, train and develop the very best people,
recognising that this can be achieved only through offering equal opportunities regardless of gender, race, religion,

age, disability, sexual orientation or any other aspect of diversity. Applications from disabled persons are always fully
cansidered, bearing in mind the aptitudes of the applicant concerned. It is the policy of the group that the training, career
development and promotion of disabled people (including those who become disabled whilst employees of the group)
should, as far as reasonably possible, be identical to that of other employees.




Strategic Report Governance Financial

Finance

Financial results and dividends

A detailed commentary on the operational and financial results of the group for the year is contained within the Strategic
report and Financial review on pages 1to 35 of this report. The profit before taxation for the financial year is £68.4m
(?013: £5€.2m).

- The Directors declared an interim dividend of 4.9p per Ordinary share with a total value of £17.6m (2013: £16.6m)
which was paid to shareholders on 3 February 2074,

~ The Directors recommend a final dividend of 6.1p per Ordinary share with a total value of £21.9m based upon the
number of shares issued as at 19 May 2014 (2013: £20.6m). The final dividend for the year will be paid on 6 August
2014, subject to shareholder approval at the AGM, te ordinary shareholders on the register on 27 June 2014,

- The total dividend per Ordinary share for the year ended 31 March 2014 is 11.0p (2013: 1C.3p).

The Company operates a Dividend Re-investment Plan {DRIP?} which allows shareholders to build their holding by using
the cash dividend to purchase additional shares in Mitie. Further details on the operation of the DRIP are included at the
back of this report and are available from Mitie's Registrar.

During the reporting period, the trustees of the Company’s Employee Benefit Trusts waived dividends on shares held.

Financial instruments

The group's financial instruments include bank loans, finance leases, overdrafts, US private placement loan notes and
performance guarantees. Various derivatives are used to manage interest, currency and other risks when necessary
or material.

The principal objective of these instruments is to raise funds for general corporate purposes and to manage financial risk.
Further details of these instruments are given in Note 24 to the financial statements.

Events after the balance sheet date
There have not been any significant events post the balance sheet date.

Payment of creditors

The group manages its procurement and supply chain with increasing consideration of its impact on the Company's
profitability, reputation and sustainability objectives and is committed to proactively developing mutually beneficial
and sustainable trading relationships with all of our stakeholders, based on a foundation of trust and co-operation.
The group's Ethical Business Practices Policy provides a framework and demonstrates our values and commitment
to developing and implementing ethical business practices throughout the organisation.

The group's policy is to comply with the terms of payment agreed with suppliers on the group’s standard purchasing
terms as notified to suppliers. Notification of these terms is issued with each generated purchase order and a copy
of the group's standard purchasing terms can be found at www.mitie.com/suppliers. At 31 March 2014, the group had
46 days' purchases outstanding (2013: 32 days).

Future developments
The Strategic report sets out the Board's view on the future developments of the group.

Research and development
Given the nature of the group’s activities, it does not carry out any material research and development work.

Donations
Donations to charity and community projects made during the year amounted to £441,322 (2013: £153,573). The total
value of community investrment was £834,240 (2013: £728,773).

The Company included a resolution in its 2013 AGM notice to shareholders in relation to the ability to make political
donations. Although, Mitie's long-standing policy of not making any political donations will continue, it is possible that
certain routine activities (including charitable donations) undertaken by Mitie might unintentionally fall within the wide
definition of payments constituting political donations and expenditure as set out in the Companies Act 2006. The
resolution, which was duly passed, granted the Directors the relevant statutory authority until the 2014 AGM subject
to a total aggregate cap for Mitie and its subsidiary companies of £50,000.

Carbon reporting and the environment

The Company is required to state the annual quantity of emissions in tonnes of carbon dioxide equivalent from activities
for which the group is responsible, including combustion of fuel and the operation of facilities. Details of our emissions
during the year ended 3% March 2074, are set out in the Strategic report on page 35 and form part of the Directors’
report disclosures.

Going concern

The Directors acknowledge the Financial Reporting Council's ‘Going Concern and Liquidity Risk: Guidance for Directors
of UK Companies’ issued in October 2009 and "An update for Directors of Listed Companies: Respending to increased
country and currency risk in financial reports’.
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The group’s business activities. together with factors likely to affect its future development. performance and position are
set out in the Strategic report as referred to on pages 2 to 35. The financial position of the group, its cash flows, liquidity
position and borrowing facilities are described in the financial review, as part of the Strategic report, on pages 28 to 31,

In addition, Note 25 to the consolidated financial statements includes details of the group's objectives. policies and
processes for managing its capital, its financial risk management objectives, details of its financial instruments and
hedging activities, and its exposw e 1o ¢ edit rish and liquidity risk.

The group benefits from a large number of long-term contracts with a broad range of public and private customers which
provide a strong forward order book of £8.7bn and high visibility of secured work (84% of budgeted revenue) for the
financial year ending 31 March 2015. These support the Directors’ befief that the group is well-placed te manage its
business risks successfully.

In assessing the group's ability to continue as a going concern, the Board reviews and approves the annual budget
including forecasts of cash flows and borrowing requirements. The Board reviews the group's sources of available funds
and the level of headroom available against its committed borrowing facilities, The group’s financial forecasts, taking into
account possible sensitivities in trading performance, indicate that the group will be cble to operate within the level of its
committed borrowing facilities. The group’s committed borrowing facilities comprise £251.7m of US Private Placement
Loan Notes expiring in December 2017, December 2019, December 2022 and December 2024 and its committed banking
facility of £250m which is available for use until September 2015.

The Directors have a reasonable expectation that the group has adequate resources to continue its operational existence
for the foresesable future. Thus they continue to adopt the going concern basis of accounting in preparing the Annual
Report and Accounts.

Disclosure of information to the auditors
Each of the Directors in office as of the date of approval of this Annual Report and Accounts confirms that:

- so far as he/she is aware, there is no relevant audit infermation {being information required by the auditors in the
preparation of their report) of which the Company's auditors are unaware; and

- he/she has each taken dll the steps that he/she ought to have taken as a Director to make himself/herself aware
of any relevant audit infformation and to establish that the Company's auditers are aware of such information.

This confirmation is given, and should be interpreted, in accordance with Section 418 of the Companies Act 2006.

AGM

Mitie's AGM will be held on 9 July 2014 at 2.30pm at the offices of UBS, 1 Finsbury Avenue, London, EC2M 2PP.
By order of the Board

Suzanne Baxter

Company Secretary
19 May 2014

>
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Directors’ report: statement of Directors’ responsibilities

Statement of Directors’ responsibilities in respect of the Annual Report,

the remuneration report and the financial statements

The Directors are responsible for preparing the Annual Report, the Directors' remuneration report and the financial
statements in accordance with applicable law and regulations. The Directors are required to prepare the financial
statements for the group in accordance with International Financial Reporting Standards as adopted by the EU {IFRS)
and Article 4 of the JAS Regulation and have chosen to prepare Company financial statements in accordance with
United Kingdom Generally Accepted Accounting Practice (UK GAAP).

In the case of Internaticnal Financial Reporting Standards (IFRS) accounts, International Accounting Standard 1 requires
that financial statements present fairly for each financial year the Company's financial position, financial performance
and cash flows. This requires the faithful representation of the effects of transactions, other events and conditions

in accordance with the definitions and recogniticn criteria for assets, liabilities, income and expenses set out in the
international Accounting Standards Board's ‘Framework for the Preparation and Presentation of Financial Statements’,
In virtually all circumstances, a fair presentation will be achieved by comptiance with IFRS where applicable. The Directors
are also required to:

— propetly select and apply accounting policies;

— present information, including accounting policies, in a manner that provides relevant, reliable, comparable and
understandable information;

- provide additional disclosures when compliance with the specific IFRS requirements is insufficient to enable users to
understand the impact of particular transactions, other events and conditions on the entity’s financial position and
financial performance; and,

— make an assessment of the Company's ability 1o continue as a geing concern.

In the parent company accounts, the Directors have elected to prepare the financial statements in accordance with UK
GAAP. The Directors are required to prepare financial statements for each financial year which give a true and fair view of
the state of affairs of the Company and of the profit or loss of the Company for that period. In preparing these financial
statements, the Directors are required to:

- select suitable accounting policies and then apply them consistently;

— make judgements ond estimates that are reasonable and prudent;

- state whether applicable accounting standards have been followed, subject to any material departures disclosed and
explained in the financial statements; and

prepare financial statements on the going concern basis unless it is inappropriate to presume that the Company will
continue in business.

The Directors are responsible for keeping adequate accounting records which disclose with reasonable accuracy at any
time the financial position of the Company, safequarding the assets, taking reasonable steps for the prevention and
detection of fraud and other irregularities, and the preparation of a Directors' remuneration report which complies with
the relevant requirements of the Companies Acts, Listing Rules and Disclosure and Tronsparency Rules {DTRs).

The Directors are clso responsible for the maintenance and integrity of the Company website. Financial statements
published by the Company on this website are prepared in accordance with UK legislation which may differ from
legislation in other jurisdictions.

To the best of each Director’s knowledge:

— the financial statements, prepared in accordance with the applicable set of accounting standards and contained within
this Annual Report and Accounts, give a true and fair view of the assets, liabilities, financial position and profit or loss
of the group and the undertakings included in the consclidation taken as a whole;

- the Strategic report includes ¢ fair review of the development and performance of the business and the position of the
Company and the undertakings included in the consolidation taken as a whole, together with a description of the
principal risks and uncertainties that they face; and

- the Annual Report and financial statements, taken as a whole, are fair, balanced and understandable and provide the
information necessary for shareholders to assess the Company’s performance, business model and strategy.
By order of the Board

Ruby McGregor-Smith cae Suzanne Baxter
Chief Executive Group Finance Director
19 May 2074 19 May 2014
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Independent auditor’s report to the members of Mitie Group plc

For the year ended 31 March 2014

Opinion on financial
statements of
Mitie Group plc

{n our opinion:

- the financial staterments give a true and fair view of the state of the group’s and of
the parent company's affairs as at 31 March 2074 and of the group’s profit for the year
then ended;

— the group financial statements have been properly prepared in accordence with
International Financial Reporting Standards (IFRSs) as adopted by the European Union;

— the parent company financial statements have been properly prepared in accerdance
with United Kingdom Generally Accepted Accounting Practice; and
- the financial statements have been prepared in accordance with the requirements of

the Companies Act 2006 and, as regards the group financial statements, Article 4 of the
IAS Regulation.

The financial statements comprise the Consolidated Income Statement, the Consolidated
Statement of Comprehensive Income, the Consolidated Balance Sheet, the Consolidated
Statement of Changes in Equity, the Consolidated Statement of Cash Flows, the Company
Balance Sheet and the related notes 1 to 571. The financial reporting framework that has been
applied in the preparation of the group financial statements is applicable law and IFRSs as
adopted by the European Union. The financial reporting framework that has been applied

in the preparation of the parent company financial statements is applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

Going concern

As required by the Listing Rules we have reviewed the directors’ statement contained within

the Directors’ Report that the group is a geing concern. We confirm that:

— we have concluded that the directors’ use of the going concern basis of accounting in the
preparation of the financial statements is appropriate; and

— we have not identified any material uncertainties that may cast significant doubt on the
group's ability to continue as a going concern,

However, because not all future events or conditions can be predicted, this statement is not a
guarantee as to the group’s ability te continue as a going concern.
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Qur assessment
of risks of material
misstatement

The assessed risks of matericl misstatement described below are those that had the greatest
effect on our audit strategy, the allocation of resources in the audit and directing the efforts
of the engagement team:

Risk

How the scope of our audit responded to the risk

Revenue recognition
and accounting for
complex contracts

Debtor recoverability

Goodwill and
intangible assets

There are significant accounting judgements in applying the group's revenue recognition
policies to the larger, longer-term contracts entered into by the group. In particular this
relates to determining the stage of completion and forecasting total contract profitability.
The group's policy on revenue recognition is set out in Note 1 to the group financial statements.

We challenged the revenue and profit recognition policies applied to the contracts across
the group, with particular focus on the more complex, long-term contracts, the largest
contracts and new contracts won during the year that were significant either due to size
or specific characteristics.

In addition to understanding the design and implementation of the key controls over
revenue recognition, we performed substantive tests and analytical procedures, including
agreeing significant contract terms and analysing margin trends.

The group has exposures on the balance sheet in relation to both the recognition and
recoverability of contract costs capitalised, other contract assets and receivables.

We have challenged the judgements made with respect to the recoverability of significant
contract receivables with reference to contract documentation and lega! correspondence
where appropriate,

Woe performed cash after date testing over the trade debtor population to

assess recoverability.

The assessment of the carrying value of geodwill and intangibles inveolves significant
judgement by management in undertaking its annual impairment review which incorporates
judgements based on assumptions of future profitability, revenue growth, margins and
forecast cash flows, and the selection of appropriate discount rates.

We critically assessed the appropriateness of Management's assumptions used in the
impairment model for goodwill, including the determination of the cash generating units,
the underlying assumptions supporting the cash flow projections, discount rates, the
sensitivity analysis perfermed by Management and the appropriateness of the disclosures
included in the financial statements, In making this critical assessment of the cash flow
projections we assessed historical forecasting accuracy and compared forecast profit
marging to historical margins and benchmarked the discount and growth rates employed
to available market data.

The Audit Committee's consideration of these risks is set out on page 45.

Our audit procedures relating to these matters were designed in the context of our audit

of the financial statements as a whole, and not to express an opinion on individual accounts or
disclosures. Our opinion on the financial statements is not modified with respect to any

of the risks described above, and we do not express an opinion on these individual matters.

Our application
of materiatity

We define materiality as the magnitude of misstatement in the financial statements that
rmakes it probable that the economic decisions of a reasonably knowledgeable person would
be chonged or influenced. We use materiality both in planning the scope of our audit work and
in evaluating the results of our work.

We determined planning materiality for the group to be £6.0 million, which is Q.3% of revenue,
5.3% of headline profit before tax, 8.8% of profit before tax and 1.5% of equity.

We agreed with the Audit Committee that we would report to the Committee all audit
differences in excess of £150,000, as well as differences below that threshold that, in our
view, warranted reporting an qualitative grounds. We also report to the Audit Committee

on disclosure matters that we identified when assessing the overall presentation of the
financial statements.
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Independent auditor’s report to the members of Mitie Group plc
Fer the year ended 31 March 2014

An averview of the
scope of our audit

Our group audit was scoped by obtaining an understanding of the group and its environment,
including group-wide controls, and assessing the risks of material misstatement at the group
level. Based on that assessment, our group audit scope focused primarily on the audit work at
the four divisions and at head office. All of these were subject to a full audit, led by the Senior
Statutory Auditor. These four divisions represent the principal business units within the
group's four reportable segments and, together with head office, account for 100% of the
group’s net assets, 98.4% of the grolp's revenue and 100%

of the group's profit before tax. Qur statutory audits were executed at levels of materiality
applicable to each individual entity which were much lower than group materiality.

Opinion on other
matters prescribed
by the Companies
Act 2006

In our opinion:

— the part of the Directors’ Remuneration Report to be audited has been properly
prepored in accordance with the Companies Act 2006; and

~ the inforrmation given in the Strategic Report and the Directors’ Report for the financial year
for which the financial statements are prepared is consistent with the financial statements.

Matters on which
we are required to
report by exception

Adequacy of
explanations received
and accounting records

Directors' remuneration

Corporate Governance
Statement

Cur duty to read
other information
in the Annual Report

Under the Companies Act 2006 we are required to repart to you if, in cur opinion:
— we have not received all the information and explanations we require for our audit; or

— adequate accounting records have not been kept by the parent company, or returns
adequate for our audit have not been received from branches not visited by us; or

— the parent company financial statements are not in agreement with the accounting records
and returns.

We have nothing to report in respect of these matters.

Under the Companies Act 2006 we are also required to report if in our opinion certain
disclosures of directors' remuneration have not been made or the part of the Directors'
Remuneration Report to be cudited is not in agreement with the accounting records and
returns. We have nothing to report arising from these matters.

Under the Listing Rules we are also required to review the part of the Corporate Governance
Statement relating to the company's compliance with nine provisions of the UK Corporate
Governance Code. We have nothing te report arising from our review.

Under International Standards en Auditing (UK and Ireland), we are required to repart to you
if, in our opinion, information in the annual report is:

- materially inconsistent with the infermation in the audited financlal statements; or

- apparently materially incorrect based on, or materially inconsistent with, our knowledge
of the group acquired in the course of performing our audit; or

— otherwise misleading.

In particular, we are required to consider whether we have identified any inconsistencies
between our knowledge acquired during the audit and the directors’ statement that they
consider the annual report is fair, balanced and understandable and whether the annual report
appropriately discloses those matters that we communicated to the audit committee which
we consider should have been disclosed. We confirm that we have not identified any such
inconsistencies or misleading statements.




80

Mitie Group plc
Annual Report and Accounts 2014

Consolidated income statement

For the year ended 31 March 2014

207 2013
Other Other
Notes HuudliEr:: ltag:* Toé:: Heodine? hems! T?r:w
Continuing operaticns
Revenue 34 2,142.6 78.5 2,221 1,980.6 139.9 21205
Cost of sales (1,819.3) (76.5} {1,895.8)} {1,670.6) (132.3) (1,802.9)
Gross profit 3233 20 325.3 3100 76 317.6|
Administrative expenses (196.3) (46.9) (243.2) {189.7) (52.9) (249.6)
Share of profit of joint ventures
and associates 1% 0.5 - 0.5 - - -
Operating profit 56 127.5 (44.9) 82.6 120.3 (52.3) 68.0]
Investment revenue 8 1.2 - 12 a5 - 05
Finance costs 5 (15.4) - (15.4} (12.2) - {12.2)
|Net finance costs (14.2) - {14.2) {11.7) - (‘11.71
[Profit before tax 13.3 (44.9) 68.4 1086 (52.3) 56.3|
Tax 1 {25.6) 5.7 {(19.9) (257} 1.8 (13.9)
IProfit for the year 87.7 {39.2) 48.5 829 (4C.5) 42:'
Attributable to:
Equity holders of the parent 87.5 (39.2) 48.3 827 (40.5) 422
Non-controlling interests 0.2 - 0.2 0.2 - 0.2
87.7 {39.2) 48.5 829 {40.5) 424
Earnings per share (EPS)
- basic 2 24.3p {10.9)p 13.4p 23p (11.3)p 11.8p
- diluted 2 23.6p (10.6)p 13.0p 225p (11.0)p 11.5p
Notes:

1 Other items are as desceribed in Note 5.

2 Restated following amendments to IAS 19, os described in Note 1.
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Respective responsibilities As explained more fully in the Directors’ Responsibilities Statement, the directors are

of directors and auditor  responsible for the preparation of the financial statements and for being satisfied thot they
give a true and fair view. Qur responsibility is to audit and express an opinion on the financial
statements in accordance with applicable law and International Standards on Auditing
(UK and Ireland). Those standards require us to comply with the Auditing Practices Board's
Ethical Standards for Auditors. We also comply with International Standard on Quality
Contro! (UK and reland). Qur audit methodology and tools aim to ensure that our quality
control pracedures are effective, understood and applied. Our quality controls and systems
include our dedicated professional standards review team, strategically focused second
partner reviews and independent partner reviews.

This report is made solely to the company’s members, as a body, in accordance with Chapter
3 of Part 16 of the Companies Act 2006. Qur audit work has been undertaken so that we
rmight state to the company’s members those matters we are required to state to them in an
auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not
accept or assurme 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.

Scope of the audit of An audit involves obtaining evidence about the amounts and disclosures in the financial

the financial statements statements sufficient to give reasonable assurance that the financial statements are free
from material misstatement, whether coused by fraud or error. This includes an assessment
of: whether the accounting policies are appropriote to the group’s and the parent company's
circumstances and have been consistently applied and adequately disclosed; the
reasonableness of significant accounting estimates made by the directors; and the overall
presentation of the financial statements. In addition, we read all the financial and non-financial
information in the annual report to identify material inconsistencies with the audited financial
statements and to identify any information that is apparently materially incorrect based on,
or materially inconsistent with, the knowledge acquired by us in the course of performing the
audit. If we become oware of any apparent material misstatements or inconsistencies we
consider the implications for our report.

Colin Hudson FCA {Senlor Statutory Auditor) /

for and on behalf of Deloitte LLP \ W
Chertered Accountants and Statutory Auditor él/',\' 1
London, UK

19 May 2014
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Consolidated statement of comprehensive income
For the year ended 31 March 2014
20M a3
Notes €m £m
Profit for the year 48.5 424
Items that will not be reclassified subsequently to profit or loss
Remeasurement of net defined benefit pension liability 35 . 2.4 ("M.2)
Income tax relating to iterns not reclassified (1.0} 27
1.4 (8.5)
Iltems that may be reclassified subsequently to profit or loss
Exchange differences on translation of foreign operations {0.6) 01
Gains/{losses) on hedge of a net investment taken to equity 0.2 (G}
Cash flow hedges:
{Losses)/gains arising during the year (10.1) 2B
Reclassification adjustment for gains/{losses) included in profit and loss 121 (8.1}
Income tax {charge}/credit relating to items that may be reclassified (0.8) 0.9
0.8 (4.4)
|Other comprehensive incomef{expense) for the financial year 2.2 (12.9)]
lTotul comprehensive income for the financial year 50.7 295 I
Attributable to:
Equity holders of the parent 50.5 293
Non-controlling interests 0.2 Q.2

Notes:
1 Re-presented following amendments to IAS 1, as described in Note 4.
2 Restated following crmendments te 1AS 19, as described in Note 1.
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Consolidated balance sheet

At 31 March 2014

2014 2013
Notes &m Em

Neon-current assets
Goodwill 13 459.6 447.2
Giher intangible assets 1 79.3 38.0
Property, plant and equipment 15 56.7 56.2
Interest in joint ventures and associates 16 0.9 Q4
Financing assets 7 20.4 253
Trade and other receivables 18 41.2 208
Deferred tax assets 20 8.4 14.0
Total non-current assets €66.5 651.9
Current assets
Inventories 2 1.4 67
Trade and other receivables 18 491.6 5074
Cash and cash equivalents 2 891 S0.8
|Totol current assets 588.1 604.9 |
[Total assets 12546  1256.8|
Current liabilities
Trade and other payables 23 (525.6) (500.7)
Current tax liabilities (1.0) (10.5)
Financing liabilities 24 {2.7) (27}
Provisions 2% (1.2} (1.4}
[Total current liabilities (540.5) (5753}
lNet current assets 47.6 89.6 |
Non-current liabilities
Financing liabilities 24 (273.0) (284.3)
Provisions % (8.8} (8.8)
Retirement benefit obligation 35 {19.1) (29.8
Deferred tax liabilities 20 {2.3) (13.2
Il"otcl non-current liabilities {310.2) {336.2

| Total liabilities (850.7) (8515

Iiet assets 403.9 405.3 l
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Consolidated balance sheet
At 31 March 2014
2014 2013

Notes £m £m
Equity
Share capital 29 9.3 93
Share premium account 30 118.9 108.C
Merger reserve 30 101.2 976
Share-based payments reserve Ao 2.6 19
Own shares reserve 30 {37.2) (20.3)
Other reserves 30 0.4 03
Hedging and transiation reserve 30 (4.3) (5.9)
Retained earnings 210.0 210.6
IEquitg attributable to equity holders of the parent 400.9 4015 |
Non-controlling interests 3.0 38
|Total equity 403.9 405.3 I

The financial statements were approved by the Board of Directors and authorised for issue on 19 May 2014, They were

signed on its behalf by:

Ruby McGregor-Smith CBE ~ Suzanne Baxter
Chief Executive Group Finance Director

B2 s
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Consolidated statement of changes in equity

For the year ended 31 March 2014

Share- Hedging Attributable
Share bascd Own and 1o equlity Non-
Share  premium Merger payments shares  Other translation  Retoined holders of contralling
capital occount reserve reserve reserve reserves reserve earnings  the parent interests Total
£m m m Em £m £m £m €m £Em Em €m

At 1 April 2012 9.0 925 93.6 52 (83) 03 (0.6) 2304 4121 42 416.3
Total comprehensive
income - - - - - - (5.3) 346 293 02 295
Shares issued 03 15.5 4.0 - - - - - 19.8 - 198
Dividends paid - - - - - - - (34.9) (34.9) (0.1} (35.0)
Purchase of own shares - - - - (6.6) - - - (6.6) - (6.6)
Share-based payments - - - (3.3) 46 - - 0.8 2.1 - 2.1
Acquisitions and other
movements in non-
controlling interests - - - - - - - (203) (20.3) (05 (20.8)
At 31 March 2013 9.3 1080 976 19  (203) 03 (59) 2106 4015 3.8 405.3
Total comprehensive
income - - - - - - 1.6 48.9 50.5 02 50.7
Shares issued 01 10.9 3.6 - - - - - 146 - 1486
Dividends paid - - - - - - - {381 {(38.) (0.1) (38.2)
Purchase of own shares - - - - [19.8) - - - {19.8}) - (19.8)
Share-based payments - - - o7 29 - - 1.3 4.7 - 4.7
Tax on share-based .
payment transactions - - - - - - - 1.0 1.0 - 1.0
Share buybacks {0 - - - - 01 - (7.4) (7.4} - (7.4)
Acquisitions and other
movements in Non-
controlling interests - - - - - - - {6.9) (6.1) (09 (7.0}
At 31 March 2014 9.3 M8.9 1012 26 (37.2) 04 (4.3) 210.0 4009 3.0 h03.9|
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Consolidated statement of cash flows
For the year ended 31 March 2014
2014 20021

Notes Em Em
Operating profit 82.6 68.0
Adjustments for:
Share-based payment expense 34 5.0 2.5
Defined benefit pension charge as (6.1} 4.6
Defined benefit pension contributions 35 {3.6) (4.1}
Acquisition related items 5 0.7 3.2
Depreciation of property, plant and equipment 45 16.1 204
Amaortisation of intangible assets % 17.0 141
Share of profit of joint ventures and associates % (0-5) -
Gain on disposal of property, plant and equipment (0.7) {2.6)
Operating cash flows before movements in working capital 110.5 106.1
Increase in inventories {0.8) (1.0}
(Increase)f{decrease in receivables (2.4) 16.7
Increase in payables 16.8 1.4
Decrease in provisions - (2.2}
Cash generated by operations 124.1 131.0
Income taxes paid (18.2} (21.6)
interest paid {14.3) (9.6}
Acquisition costs 5 (0.7} (3.2
Net cash from operating activities 90.9 96.6 I
Investing activities
Interest received 1.2 03
Purchase of property, plant and equipment {20.6}) {30.0)
Purchase of subsidiary undertakings, net of cash acquired k3! {10.7) {117.0}
lnvestment in financing assets 0.8 (13.0}
Purchase of other intangible assets 14 {6.2) {5.8)
Disposals of property, plant and equipment 6.0 234
Net cash outflow from investing actlivities (29.5) (‘Mﬂ

Naote:
1 Restated following amendments to I1AS 19, as deseribed in Note 1.
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Consolidated staterment of cash flows
For the year ended 31 March 2014

2014 203
Netes Em Em
Financing activities
Repayments of obligations under finance leases (3.6) (8.
Proceeds on issue of share capital 8.9 85
Settlement of loan notes on purchase of subsidiary undertakings - {0.6)
Bank loans repaid {2.8) {38.4)
Private placement notes raised - 151.5
Purchase of own shares 30 {19.8) (6.6)
Share buybacks 29 {7.4) -
Equity dividends paid n (38.1) (34.9)
Non-controlling interests dividends paid (0.1} (0.1
lNet cash (outflow}finflow from financing (62.9} 72,
lNet (decrease)fincrease in cash and cash equivalents {1.5) 2@
Iﬁet cash and cash equivalents at beginning of the year 90.8 6@
Effect of foreign exchange rate changes (0.2) 0.2
Net cash and cash equivalents at end of the year 89.1 B%J
Net cash and cash equivalents comprise:
Cash at bank 89.1 208
[ 89.1 9038
2014 2013
Reconciliation of net cash flow to movements in net debt Notes €m £m
Net (decrease)/increase in cash and cash equivalenzs (1.5) 258
Effect of foreign exchange rate changes {0.2) 0.2
Decrease in bank loans 3.5 377
Private placement notes raised - {151.5)
Non-cash movement in private placement notes and associated hedges 2.2 (5.3}
Settlement of loan notes on purchase of subsidiary undertakings - 1.6
Decrease in finance leases 1.6 22
|Decreose/(lncreose) in net debt during the year 5.6 (Sﬂ
Cpening net debt (192.2} (106.9)
[Closing net debt m  (186.6)  (1922)
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Notes to the consolidated financial statements
For the year ended 31 March 2014

Basis of preparation and significant accounting policies

Basis of preparation

The group's financicl statements for the year ended 31 March 2014 have been prepared in accordance with International
Financial Reporting Standards {IFRSs) adopted for use in the European Union and therefore the group financial
staterments comply with Article 4 of the EU IAS Regulation.

As more fully detailed in the Directors’ report, the group’s financial statements have been prepared on a going
concern basis.

The group’s financial statements have been prepared on the historical cost basis, except for certain financial instruments
which are required to be measured at fair value.

The accounting policies adopted in the preparation of the consolidated financial statements are consistent with those
followed in the preparation of the group’s annual financial statements for the year ended 31 March 2013, except for the
adoption of the following new standards and amendments for the first time in the current period:

— Amendments to IAS 19 'Employee Benefits' impact the measurement of various camponents representing movements
in the defined benefit pension obligation and asscciated disclosures, but not the group's total obligation. The amendment
has no cash impact. Prior year comparatives have been restated. The headline operating profit for the year to 31 March
2014 was reduced by £1.3m, finance costs were increased by £1.4m and the tax charge decreased by £0.6m under the
revised standard, with other comprehensive income increased by £2 1m for the same pericd. The headline operating
profit for the year to 31 March 2013 was reduced by £1.7m, finance costs were increased by £0.8m and the tax charge
decreased by £0.6m under the revised standard, with other comprehensive income increased by £1.9m for the
same period;

- IFRS 13 'Fair Value Measurement’ has resulted in increased disclosure during the year of financial assets and liabilities
measured at fair value (see Note 25);

— Amendments to IAS 1 'Presentation of Financial Stotements’ have increased the disclosure within the statement of
comprehensive income by separating items that will not be reclassified subsequently te profit and loss from those that
could be reclassified. Comparative information has been re-presented. The emendments affect presentation only
and there is no impact on profit or loss and total comprehensive income;

- Amendments resulting from May 2012 Improvements to IFRSs; and

- Amendments to IFRS 7 'Financial Instruments: Disclosures’ - offsetting financial assets and financial liabilities.
The following standards and interpretations have been issued but are not yet mandatorily effective (and in some cases
have not yet been adopted by the EU}.

— IFRS 9 'Financial Instruments’;

- 1AS 27 {Revised) ‘Separate Financial Statements'’;

- IAS 28 (Revised) Investments in Associates and Joint Ventures';

- IFRS 10 'Consolidated Financial Statements’;

- IFRS 11 Joint Arrangements’;

- IFRS 12 ‘Disclosures of Interests in Other Entities’;

- Amendments to IFRS 110, IFRS 111 and IFRS 12 - Transition Guidance;

— Amendments to IAS 32 ‘Financial Instruments: Presentation’ - offsetting financial assets and financia! liabilities;
~ Amendments to IFRS 10, IFRS 112 and IAS 27 'Investment Entities’;

- Amendments to IAS 39: Novation of Derivatives and Continuation of Hedge Accounting;

— Amendments to |AS 36: Recoverable Amount Disclosures for Non-Financial Assets;

- IFRIC Interpretation 21 ‘Levies’;

- Amendments to IAS 19 'Employee Benefits' - Employee Contributions;

—- Amendments to IFRS 11 Joint Arrangerments’ - accounting for acquisitions of interests in joint operations;

- Amendments to IAS 16 'Property, Plant and Equipment’ and IAS 38 ‘Intangible Assets' - clarification of acceptable
methods of depreciation and amortisation; and

~ Amendments resulting from Annual Improvements to IFRSs 2010-2012 Cycle and 2011-2013 Cycle.
The Directors do not anticipate that the adoption of standards and interpretations that have been issued but are not yet

effective (and in some cases have not yet been adopted by the EU} will have a material financial impact on the group’s
financlal statements in the period of initial application.
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4 Basis of preparation and significant accounting policies

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 consolidated financial statements comprise the financial statements of Mitie Group plc and all its subsidiaries.

The financial statements of the parent company and subsidiaries are prepared in accardance with UK Generally Accepted
Accounting Practice (UK GAAP) with the exception of a small number of entities. Adjustments are made in the
consclidated accounts to bring into line any dissimilar accounting policies that may exist between UK GAAP and IFRS.

Allinter-company balances and transactions, including unrealised profits arising from inter-group transactions, have been
eliminated in full.

Subsidiaries are consolidated from the date on which control is transferred to the group and cease to be consolidated
from the date on which control is transferred out of the group. The results, assets and liabilities of joint ventures and
assoclates are accounted for under the equity method of accounting. Where necessary, adjustments are made to the
financial statements of subsidiaries, joint ventures and associates to bring the accounting policies used into line with those
used by the group.

Interests of non-controlling interest shareholders are measured at the non-controlling interest's proportion of the net fair
value of the assets and liabilities recognised. Changes in a parent's ownership interest in a subsidiary that do not result in
a loss of control are accounted for within shareholders’ equity. No gain or loss is recognised on such transactions and
goodwill is not re-measured. Any difference between the change in the non-controlling interest and the fair value of the
consideration paid or received is recognised directly in equity and attributed to the owners of the parent,

Foreign currency

The financial statements of each of the group's businesses are prepared in the functional currency applicable to that
business. Transactions in currencies other than the functional currency are recorded at the rate of exchange at the date
of transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are reported
at the rates of exchange prevailing at that date.

Non-monetary iterns carried at fair value that are denominated in foreign currencies are translated at the rates prevailing
at the date when the fair value was determined. Non-monetary items that are measured in terms of historical costina
foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the retranslation of monetary items, are
included in profit or loss for the period. Exchange differences arising on the retranslation of non-monetary items carried
at fair value are included in profit or loss for the period except for differences arising on the retranslation of non-monetary
items in respect of which gains and losses are recognised directly in equity. For such non-monetary items, any exchange
component of that gain or loss is also recognised directly in equity.

On consclidation, the assets and liabilities of the group’s overseas operations, including goodwill and fair value adjustments
arising on their acquisition, are translated into sterling at exchange rates prevailing ot the balonce sheet date. Income
and expenses are translated into sterling at average exchange rates for the period. Exchange differences arising are
recognised directly in equity in the group’s hedging and translation reserve. On disposal of a foreign operation, the
deferred cumulative amount recognised in equity relating to that particular foreign operation shall be recognised in the
income statement.

Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the group and the revenue
can be reliably measured. Revenue represents income recognised in respect of services provided during the period
{stated net of sales taxes) and is earned predominantly within the United Kingdom.

Revenue from a contract to provide services is recognised by reference to the stage of completion of the contract at
the balance sheet date. Revenue from time and material contracts is recognised at the contractual rates s labour hours
and tasks are delivered and direct expenses incurred. In other cases, where services provided reflect a contractual
arrangement to deliver an indeterminate number of acts over the contract term, revenue is recognised on a straight-fine
basis unless this is not an accurate reflection of the wark performed. Where a straight-line basis is not appropriate,

for example if specific works on contracts represent a significant element of the whole, revenue is recognised based

on the percentage of completion method, based on the proportion of costs incurred at the balance sheet date relative
to the total estimated cost of completing the contracted work,
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1 Basis of preparation and significant accounting policies

Revenue from long-term contracts represents the sales value of work dene in the year, including fees invoiced and
estimates in respect of amounts to be invoiced after the year end. Profits are recognised on tong-term contracts where
the final outcome con be assessed with reasonable certainty. In calculating this, the percentage of completion methed is
used based on the proportion of costs incurred to the total estimated cost. Cost includes direct staff costs and cutlays.
Full provision is made for all known or anticipated losses on each contract immediately such losses are forecast.

Gross amounts due from customers are stated at the proportion of the anticipated net sales value earned 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 customers.

Interest incorme is acerued on a time basis, by reference to the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts estimated future cash receipts through the expected life of the financial
asset to that asset’s net carrying amount.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets
thot necessarily toke a substantial period of time to get ready for their intended use or sale, are added to the cost of
those assets, until such time as the assets are substantially ready for their intended use or sale. All other borrowing costs
are recognised in profit or loss in the period in which they are incurred.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in the
income statement because it excludes items of income or expense that are toxable or deductible in other years and it
further excludes items that are never taxable or deductible. The group's liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets

and liabilities in the financial statements and the corresponding tax bases used in the computation of taxable profit, and is
accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognised for all taxable
temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilised. Such assets and liabilities are not recognised if
the temporary difference arises from goodwil or from the initial recognition {other than in a business combination) of
other assets and liabilities in a transaction thot affects neither the taxable profit nor the accounting profit.

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

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset
is realised, based upon tax rates and legislotion that have been enacted or substantively enacted at the balance sheet
date. Deferred tax is charged or credited in the income statement, except when it relates to items charged or credited
directly to equity, in which case the deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when: there is a legally enforceable right to set off current tax assets against
current tax liabilities; when they relate to income toxes levied by the same taxation outhority, and the group intends to
settle its current tax assets and liabilities on a net basis.

Goodwill
Goodwill arising on consolidation represents the excess of the cost of acquisition over the group’s interest in the fair value
of the identifiable assets and liabilities of a subsidiary at the date of acquisition.

Goodwill is initially recognised as an asset at cost and is subsequently measured at cost less accumulated impairment
losses. It is reviewed for impairment at least annually. Any impairment is recognised immediately in profit or loss and is
not subsequently reversed.

For the purpose of impairment testing, goodwill is cllocated to each of the group's cash-generating units {CGUs)
expected to benefit from the synergies of the combination. CGUs to which goodwill has been allocated are tested for
impairment annually, or more frequently when there is an indication that the unit may be impaired. if the recoverable
amount of the CGU is less than the carrying amount of the unit, the impairment loss is allocated first to reduce the
carrying amount of any goodwill allocated to the unit and then to the other assets of the unit pro-rata on the basis
of the carrying amount of each asset in the unit. An impairment loss recognised for goodwill is not reversed in a
subsequent period.

On disposal of a subsidiary the attributable amount of goodwill is included in the determination of the profit or loss
on disposal.
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1 Basis of preparation and significant accounting policies

Goodwill arising on acquisitions before the date of transition to IFRS has been retained at the previous UK GAAP amounts
subject to being tested for impairment at that date. Goodwill written off to reserves under UK GAAPR prior to 1998 has not
been reinstoted and is not included in determining any subsequent profit or loss en disposel.

Property, plant and equipment

Property, plant and equipment is stated at cost less accumuloted depreciation and any impairment in value. Depreciation
is charged so as to write off the cost less expected residual value of the assets over their estimated useful lives and is
calculated on a straight-line basis as follows:

Freehold buildings and long leasehold property - 50 years
Leasehold improvements - period of the lease
Plant and vehicles - 3-10 years

Annually the group reviews the carrying amounts of its tangible assets to determine whether there is any indication that
those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the csset is
estimated in order to determine the extent of the impairment loss (if any}. Where the asset does not generate cash flows

that are independent from other assets, the group estimates the recoverable amount of the CGU to which the asset
belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time volue of money and the risks specific to the asset for which the estimates of future cash flows
have not been adjusted.

If the recoverable amount of an asset (or CGU) is estimated to be less than its carrying amount, the carrying armount of
the asset {or CGU) is reduced to its recoverable amount. An impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset {for CGU) is increased to the revised
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been recognised for the asset {or CGU) in prior years.

A reversal of an impairment loss is recognised as income immediately.

Intangible assets
Intangible assets identified in a business acquisition are capitalised at fair value as at the date of acquisition.

Software and development expenditure is capitalised as an intangible asset if the asset created can be identified, if it is
probable that the asset created will generate future economic benefits and if the developrment cost of the asset can be
measured reliably.

Following initial recognition, the carrying amount of anintengible asset is its cost less any accumulated amortisation and
any cccurnuloted impaoirment losses. intangible assets are reviewed for impoirment annuatly, or more frequently when
there is anindication that they may be impaired. Amortisation expense is charged to administrative expenses in the
income statement on a straight-line basis over its useful life.

Joint ventures and associates
The group has an interest in joint ventures which are entities in which the group has joint contral of financial and operating
policies. The group also has an interest in associates which are entities in which the group has significant influence.

The group accounts for its interest in joint ventures and associates using the equity method. Under the equity method the
group's share of the post-tax result of joint ventures and associates is reported as a single line itern in the consolidated
income statement, The group's interest in joint ventures and associates is carried in the consolidated balance sheet at
cost plus post-acquisition changes in the group’s share of net assets.

Inventories
Inventories are stated at the lower of cost and net realisable value.

Costs represent materials, direct labour and overheads incurred in bringing the inventories to their present condition and
location. Net realisable value is based on estimated selling price less further costs expected to be incurred to completion
and estimated selling costs. Provision is made for obsolete, slow moving or defective items where appropriate.

Bid, mobilisation and pre-contract costs
Rendering of services

All bid costs are expensed through the income statement up to the point where contract award or full recovery of the
costs is virtually certain.
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The confirmation of the preferred bidder for a contract by a client is the point at which the award of a contract is
considered to be virtually certain. Costs incurred after that point, but before the commencement of services under the
contract, cre defined as mobilisation costs. These costs are capitaliced and included within trade and ether receivatles on
the balance sheet provided that the costs relate directly to the contract, are separately identifiable, can be measured
reliably and that the future net cash inflows from the contract are estimated to be ne less than the amounts capitalised.
The capitalised mobilisation costs are amortised over the life of the contract, generally on a straight-line basis, or ona
basis to reflect the profile of work to be performed over the life of the contract if the straight-line basis is not considered
to be appropriate for the specific contract to which the costs relate. If the contract becomes loss making, any
unamortised costs are written off immediately.

Construction contracts

In the case of construction contracts, pre-contract costs that are direct costs associated with securing a contract and
which can be separately identified and measured reliably are included in the cost of the contract when the realisation
of income from the contract is virtually certain. Their treatment is as for mobilisation costs above.

Financial instruments

Financial assets and financia! liabilities are recognised on the group’s balance sheet when the group becomes a party
to the contractual provisions of the instrument. The group derecognises financial assets and liabilities only when the
contractual rights and obligations are transferred, discharged or expire.

Assets that are assessed not to be individually impaired are subsequently assessed for impairment on a collective basis.
Objective evidence of impairment for a portfolio of receivables includes the group’s past experience of collecting
payments, the number of delayed payments in the portfolio past the average credit peried as well as observable changes
in national or local economic conditions that correlate with default on receivables,

The carrying amount of the financial asset is reduced by the impairment loss directly with the exception of trade
receivables where the carrying amount is reduced through the use of an allowance account. When a trade receivable is
considered uncollectable, it is written off against the allowance account. Subsequent recoveries of amounts previously
written off are credited against the allowance account. Changes in the carrying amount of the cllowance account are
recognised in the income statement.

Financial assets comprise loans and receivables and are measured at initial recognition at fair value and subsequently at
amortised cost. Appropriate allowances for estimated irrecoverable amounts are recognised where there is abjective
evidence that the asset is impaired. Cash and cash equivalents comprise cash in hand, demand deposits and other short-
term highly liquid investments that are readily convertible to a known amount of cash and are subject to an insignificant
risk of changes in value.

Financial liabilities comprise trade payables, financing liabilities, including bank and other borrowings, and deferred
contingent consideration. These are measured at initial recognition at fair value and subsequently at amertised cost with
the exception of derivative financial instruments which are measured at fair value, and deferred contingent consideration
which is measured at the Directors’ best estimate of the likely future obligation, Bank and other borrowings are stated at
the amount of the net proceeds after deduction of transaction costs. Finance charges, including premiums payable on
settlement or redemption and direct issue costs, are accounted for on an accruals

basis in the income statement.

Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.

Derivative financial instruments and hedge accounting

The group uses derivative financial instruments including cross currency interest rate swaps and forward foreign
exchange contracts to manage the group’s exposure to financial risks associated with interest rates and foreign
exchange. Derivative financial instruments are initially recognised at fair value at the date the derivative contract is
entered into and are subsequently remeasured to their fair value, determined by reference to market rates, at each
balance sheet date and included as financial assets or liabilities as appropriate. The resulting gain or loss is recognised
in profit or loss immediately unless the derivative is designated and effective as a hedging instrument, in which event
the timing of the recognition in profit or loss depends on the nature of the hedge relationship.

The group may designate certain hedging instruments including derivatives as either fair value hedges, cash flow hedges,
or hedges of net investments in foreign operations. Hedges of foreign exchange risk on firm commitments are accounted
for as cash flow hedges. At the inception of the hedge relationship, the group documents the relationship between the
hedging instrument and the hedged item, along with its risk management objectives and its strategy for undertaking
various hedge transactions. Furthermore, at the inception of the hedge and on an ongoing basis, the group dacuments
whether the hedging instrument that is used in a hedging relationship is highly effective in offsetting changes in fair velues
or cash flows of the hedged item.
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Fair value hedges

Hedges are classified as fair value hedges when they hedge the exposure to changes in the fair value of a recognised
asset or liability. Thanges in the fair value of derivatives that are designated and qualify as fair value hedges are recorded
in profit or loss immediately, together with any changes in the fair value of the hedged item that are attributable to the
hedged risk. The change in the fair value of the hedging instrument and the change in the hedged item attributable to

the hedged risk are recognised in the line of the income statement relating to the hedged item. Hedge accounting is
discontinued when the group revokes the hedging relationship, the hedging instrument expires or is sold, terminated,
exercised, or no longer qualifies for hedge accounting. The fair value adjustment to the carrying amount of the hedged
itern arising from the hedged risk is amortised to profit or loss from that date.

Cash flow hedges

Hedges are classified as cash flow hedges when they hedge the exposure ta changes in cash flows that are attributable
to a particular risk associated with either a recognised asset or liability or a forecast transaction. The effective portion
of changes in the fair value of derivatives that are designated and qualify as cash flow hedges are recognised in other
comprehensive income and accumulated in equity within the group's translation and hedging reserve. The gain or loss
relating to any ineffective portion is recognised immediately in profit or loss.

Amounts previously recognised in other comprehensive income and accumulated in equity are reclassified to profit

or loss in the periods when the hedged item is recognised in profit or loss, in the same line of the income statement

as the recognised hedged item, However, when the forecast transaction that is hedged results in the recognition of

a non-financial asset or a non-financial liability, the gains and losses previously accumulated in equity are transferred
from equity and included in the initial measurement of the cost of the non-financial asset or non-financial liability.

Hedge accounting is discontinued when the group revokes the hedging relationship, the hedging instrument expires

or is sold, terminated, exercised, or no longer qualifies for hedge accounting. Any gain or loss recognised in other
cornprehensive income at that time is accumuloted in equity and is recognised when the forecast transaction is ultimately
recognised in profit or loss. When a forecast transaction is no longer expected to occur, the gain or loss accumulated in
equity is recognised immediately in profit or loss.

Hedges of net investments in foreign operations

Hedges are classified as net investment hedges when they hedge the foreign currency exposure to changes in the
group's share in the net assets of a foreign operation. Hedges of net investments in foreign operations are accounted

for similarly to cash flow hedges. Any gain or less on the hedging instrument relating to the effective portion of the hedge
is recognised in other comprehensive income and accumulated in the group's translatien and hedging reserve. The gain
or loss relating to any ineffective portion is recognised immediately in profit or loss. Gains or losses on the hedging
instrument relating to the effective portion of the hedge accumulated in equity are reclassified to profit or loss in the
same way as exchange differences relating to the foreign operation as described above.

Leasing

Finance leases, which transfer to the group substantially all the risks and benefits incidental to ownership of the leased
itern, are capitalised at the inception of the lease at the fair value of the lecsed item or, if lower, at the present value of the
minimum lease payments. Lease payments are apportioned between the finance charges and reduction of the tease
liability so as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged
directly against income.

Capitalised leased assets are depreciated over the shorter of the estimated life of the asset or the lease term.

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are clossified as
operating leases. Operating lease payments are recognised as an expense in the income statement on a straight-line
basis over the lease term. Any lease incentives are amortised on a straight-line basis over the non-canceliable pericd

for which the group has contracted to lease the asset, together with any further terms for which the group has the option
to continue to lease the asset if, ot the inception of the lease, it is judged to be reasonably certain that the group will
exercise the option.

Provisions

Provisions are recognised when the group has a present obligation {legal or constructive) as a result of a past event and

it is probable that an outflow of resources embodying economic benefits will be required to settle 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 insurance contract, the reimbursement is recognised as a separate asset but only when
the reimbursement is virtually certain. The expense relating to any provision is presented in the income statement net of
any reimbursement. If the effect of the time value of money is material, provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of money and,
where appropriate, the risks specific to the liability. Where discounting is used, the increase in the provision due to the
passage of time is recognised as a borrowing cost.




Strategic Report Governance Financial 93

1 Basis of preparation and significant accounting policies

Business combinations

The acquisition of subsidiaries is accounted for using the acquisition method. The cost of the acquisition is measured

at the aggregate of the fair values, ot the date of exchange, of assets given, liabilities incurred or assumed, and equity
instruments issued by the group in exchange for control of the acquiree. Acquisition costs incurred are expensed.

The acquiree’s identifiable assets, liabilities and contingent liabilities that meet the conditions for recognition are
recagnised at their fair value at the acquisition date, except for non-current assets (or disposal groups) that are classified
as held for resale in accordance with IFRS 5 ‘Non-Current Assets Held for Sale and Discontinued Operations’, which are
recognised and measured at fair value less costs to sell.

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

Where applicable, the consideration for an acquisition includes any assets or liabilities resulting from a contingent
censideration arrangement, measured at fair value at the acquisition date. Subsequent changes in such fair values are
adjusted against the cost of acquisition where they result from additional information, obtained within one year from
the acquisition date, about facts and circumstances that existed at the acquisition date. All other subsequent changes
in the fair value of contingent consideration classified as an asset or liability are recognised in accordance with IAS 39,
either in profit or loss or as a change to other comprehensive income. Changes in the fair value of contingent
consideration classified as equity are not recognised.

Any business combinations prior to 1 April 2010 were accounted for using the standards in place prior to the adoption
of IFRS 3 (revised 2008) which differ in the following respects: transaction costs directly attributable to the acquisition
formed part of the acquisition costs; contingent consideration was recognised if, and only if, the group had a present
obligation, the economic outflow was more likely than not and a reliable estimate was determinable; and subsequent
adjustments to the contingent consideration were recognised as part of goodwill.

Share-based payments

The group operates a number of executive and employee share option schemes. Equity-settled share-based payments
te employees are measured at the fair value of the equity instruments at the grant date. The fair value excludes the
effect of non-market based vesting conditions. For all grants of share options and awards, the fair value as at the date
of grant is calculated using the Black-Scholes or Monte Carlo medels and the corresponding expense is recognised on
a straight-line basis over the vesting period based on the group’s estimate of shares thet will eventually vest, At each
balance sheet date, the group revises its estimate of the number of equity instruments expected to vest as a result

of the effect of non-market based vesting conditions. Save As You Earn (SAYE) options are treated as cancelled when
employees cease to contribute to the scheme, resulting in an acceleration of the remainder of the related expense.

Retirement benefit costs

The group operates and participates in a number of defined benefit schemes. In respect of the schemes in which the
group participates, the group accounts for its legal and constructive obligations over the period of its participation which
is for a fixed period only.

tn addition, the group operates a number of defined contribution retirerment benefit schemes for all qualifying employees.
Payments to the defined contribution and stakeholder pension schemes are charged as an expense as they fall due.

For the defined benefit pension schemes, the cost of providing benefits is determined using the Projected Unit Credit
Method, with actuarial valuations being carried cut at each balance sheet date. Actuarial gains and losses, the return

on plan assets (excluding interest) and the effect of the asset ceiling (if applicable) are recognised in full in the period in
which they occur. They are recognised outside profit and loss and presented in the statement of comprehensive income.

Current service cost and past service cost are recognised in profit and loss, in administrative expenses, whilst the net
interest cost is recognised in net finance costs.

The retirement benefit obligation recognised in the balance sheet represents the present value of the defined benefit
obligation, as reduced by the fair value of scheme assets. Any asset resulting from this calculation is lirited to the present
value of available refunds and reductions in future contributions to the plan.
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Critical accounting judgements and key sources of estimation uncertainty

Critical judgements in applying the group’s accounting policies
In the process of applying the group's accounting policies, which are described in Note 1 above, management has made
the following judgements that have the most significant effect on the amounts recognised in the financial statements.

Revenue recognition
Revenue is recognised for certain project based contracts based on the stage of completion of the contract activity.
This is measured by comparing the proportion of costs incurred against the estimated whole-life contract costs.

Accounting for joint ventures and associates

The group has interests in entities in which it considers that it does not have control and which are accounted for using
the equity method.

In the group accounts, consideration is given to the treatment that should be adopted for the results of those entities

in which the group has a participation, taking into account the ownership of the entity and the group's influence over

its control. These considerations determine whether the entity should be consolidated in the accounts as a subsidiary

or equity accounted as a joint venture or associate. A change in the judgement around Mitie's influence on the control

of an entity in which the group participates may determine that the entity should be consclidated. It is not currently
expected that entities currently accounted for under the equity method would be treated differently in the year ended
31 March 2015 following the adoptian of 1AS 27 (Revised) ‘Separate Financial Statements', IAS 28 (Revised) ‘Investments
in Associates and Joint Ventures', IFRS 10 'Consolidated Financial Statements’, IFRS 11 'Joint Arrangements’, and

IFRS 12 ‘Disclosures of Interests in Other Entities’.

Key sources of estimation uncertainty

The key assumptions cencerning the future, and other key sources of estimation uncertainty ot the balance sheet date,
that have a significant risk of causing o material adjustment to the carrying amounts of assets and liabilities within the
next financial year, are discussed below.

Measurement and impairment of intangible assets

The measurement of intangible assets other than geodwill on a business combination involves estimation of future
cash flows and the selection of suitable discount rates. Determining whether goodwill and other intangible assets are
impaired requires an estimation of the value in use of the CGUs to which the goodwill has been allocated. The value in
use calculation involves an estimation of the future cash flows of CGUs and also the selection of appropriate discount
rates to use in order to calculate present values. The carrying value of goodwill and other intangible assets is £538.9m
(2013: £535.2m} at the balance sheet date; see Notes 13 and 14. Management do not consider that any reasonably
foreseeable change in the key assumptions would result in an impairment.

Measurerment of provisions and defined benefit pension obligations

The group's provisions (per Note 26) comprise deferred contingent consideration and insurance reserves. The
measurement of provisions and defined benefit obligations requires judgement. In particular, the calculation of defined
benefit obligations is dependent on material key assumptions including discount rates, life expectancy rates, future
returns on assets and future contribution rates. The present value of defined benefit obligations at the balance sheet date
is £179.1m (2013: £171.8m); see Note 35.

The sensitivity of defined benefit pension obligations to changes in principal actuarial assumptions is shown below:

Increase/

(decrease}

Chaonge in in liability

assumption Em
Discount rate +0.5% (15.3)
-0.5% 15.3

Retail Price Inflation +0.5% 121
-0.5% {12.7)

Consumer Price Inflation +0.5% 3.2
-0.5% (3.2}

Sdlary increases +0.5% 32
-0.5% (32)

Life expectancy +1 year 48
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2014 2013

£€m £m

Rendering of services 2M3.2 1,818.¢
Construction contracts 107.9 2016
Total revenue as disclosed in the consolidoted income statement 2,211 21205
Investment revenue (Note 8} 1.2 0.5
Total revenue as defined in 1AS 18 2,222.3 2121.0

4 Business and geographical segments

The group manages its business on a service division basis. These divisions are the basis on which the group reports its
primary segmental information. The Healthcare division is the acquired Enara and Complete Group businesses.

Business segments - structure during the year

2014 2003
Heodline? Headlinet Headline? Headline?
Headline? operating operating profit Profit Headline?  operating operating profit Profit
Revenue  revenue profit margin  before tax Revenue revenue profit margin  before tax
€m em &m X €m £m £m Em % £m
Facilities
Management 1,685.7 1,685.7 101.1 6.0 99.7 1,542.8 1,542.8 95.4 6.2 829
Property
Management 427.8 3493 18.1 5.2 6.3 488.8 3489 206 59 (6.6)
Healthcare 91.7 91.7 12.7 13.8 8.8 43.0 43.0 57 13.3 39
Energy Solutions 159 159  (4.4) (27.7) (30.3) 459 459 (1.4) 31 9
Acquisition-related
costs? - - - - {16.1) - - - - {16.9)
[Total 22211 2,426 127.5 6.0 684 2120519806 1203 61  56.3|
Nates:

1 Restated following amendments 1o IAS 19, as described in Note 4.

2 Headline revenue and operating prafit exclude ather items which are anclysed in Note 5.

3 This includes costs relating to the integration of Enara, UK CRBs and Complete Group of E4.4m {2013: £3.7m), ocquisition costs of £0.7m (2013: £€3.2m), and the
amertisation of acquisition related intangitles of £11.0m (2012: £10.0m), see Note 5.

With effect from 1 April 2014 our operating divisions are as follows; Facilities Management has been split into Soft FM and
Hard FM. Hard FM also includes some of the niche services previously reported within the Property Management division.
The Energy Solutions and Healthcare divisions remain unchanged. A proforma analysis of the financial results of the
business for the year ended 31 March 2014 is set out below.
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4 Business and geographical segments

Business segments - structure from 1 April 2014

2014 2013
Headline” Headline? Hecdline?
Headline? O';:::gl,:‘: operutln.gupr:ﬂt Profit Headline? op:r(:ning r.aperc:ninge |:vroﬁ::a Profit
Revenue  rovenue profit margln before tax Revenue  revenue prafit margin  before tax
£m £m €m X £m £m €m E€m % Em
Soft FM 1,190.8 1,190.8 74.8 6.3 T4 11222 19222 73.4 6.5 67.0
Hard FM 579.4 579.4 30.0 52 258 5267 5267 29.0 5.5 224
Property
Management 3433 2648 144 5.4 2.8 3827 2428 136 56 (131
Healthcare 91.7 917 12.7 13.8 8.8 430 430 57 13.3 39
Energy Sclutions 15.9 159 {&.4) (272.7) {30.3) 459 459 {1.4) (3.1 7.o
Acquisition-related
costs? - - - - {16.1) - - - - (6.8}
|Totc| 2,2211 2,142.6 127.5 6.0 68.4 2120519806 120.3 6.1 56,3|
Notes:

1 Restated following omendments to (AS 13, as described in Naote 1.
2 Headline revenue and operating profit exclude ather items which are analysed in Note 5.
3 This includes costs relating to the integration of Enara, UK CRBs and Complete Group of £4 4m {2013: £3.7m), acquisition costs of £€0.7m (2013: £3.2m), and the

amortisation of acquisition related intangibles of £11.0m (2013: £10.0m), see Note S,

The tables below show the movements of headline revenue and operating profit between the old and the new siructure:

Headline revenue’

2014

Technical Facillties
Management

Property Managemant

2014 - structure

sections from 1 April 2014

Em Em Em Em €m
Soft FM 1,685.7 (494.9) - 1,190.8
Hard FM - 494.9 84.5 579.4
Property Management 349.3 - {84.5) 264.8
Healthcare 9.7 - - 91.7
Energy Solutions 15.9 - - 15.9
[Total 2142.6 - - 2,142.6]
Headline oparating profit 200 T ancgement O o from Apri 207
Em Em €m Em £m
Soft FM 1011 (26.3) - 74.8
Hard FM - 26.3 3.7 30.0
Property Management 181 - (3.7} 14.4
Healthcare 12.7 - - 12.7
Energy Solutions (5.4} - - (4.4)
[ Total 1275 - - 127.5|

Note:

1 Headtine revenue and aperating profit exclude other items which are analysed in Note 5.

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

No single customer accounted for more thon 10% of external revenue in 2014 or 2013.

The Improvement to IFRS 8 issued in April 2009 clarified that a measure of segment assets should be disclosed
only if that amount is regutarly provided to the chief operating decision maker and consequently no segment assets

are disclosed.
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4 Business and geographical segments

Geographical segments

204 20137
HeadlIine?
Headline®  operating Headline” Headline?

Headline* aperating profit Profit Heodling®  operating operating Prefit

Revenue revenue profit margin  before tax Revenue revenue profit profit margin  before tax

£m €m £m X €m £Em £m £m % £m

United Kingdom  2,149.5 2,071.0 125.7 6.1 66.9 20638 19239 1M9.0 6.2 556

Other countries 7.6 e 1.8 2.5 1.5 567 56.7 1.3 23 o7
ITotal 22211 2426 127.5 €.0 68.4 27205 19806 1203 6.1 56.3 |

Notes:
1 Restated following amendments to IAS 19, as described in Note 1.
2 Headline revenue and operating profit exclude other items which are analysed in Note 5 and are all incurred in the United Kingdom.

The group separately identifies and discloses restructuring ond acquisition related items (termed ‘other items'}. The results
of the cyclical mechanical and electrical engineering contracting businesses which are being exited are alsc presented in
other items. During the year those businesses generated revenue of £78.5m {2013: £139.9m), and incurred a trading loss
of £13.6m (2013: £3.1m}) and business closure costs of £nil {2013: £22.1m).

The businesses being exited do not meet the definition of discontinued operations as stipulated by IFRS 5 'Non-current
Assets Held for Sale and Discontinued Operations’ because the businesses have not been disposed of and there are no
assets classified as held for sale, Accordingly the disclosures within non-headline items differ from those applicable for
discontinued operations.

The exceptional charges in relation to design and build contracts in Energy Solutions of £25.4m (2013: £nil) have also been
presented in other items. Following the group’s decision to reduce its exposure to the design and build element of its
Energy Solutions business, it has reassessed the recoverability of certain of its contract-related debtors, the carrying
value of certain of its assets and the requirement to provide for the settlement of certain of its contract obligations.

During the year, following a strategic review of the Mitie Group defined benefit pension scheme, a cap on increases

in pensionable pay was introduced. This led to a reduction in the defined benefit pension deficit of £10.5m at the date
when the plan amendment occurred and was accounted for as a negative past service cost in accordance with IAS 19
(see Note 35). The net reported credit after costs incurred of £0.3m was £10.2m.

Restructuring costs in the prior year principally reflect the reorganisation of the cverhead cost base in two divisions.

2014 2013
Restructuring Restructuring
and acquisition Businesses and acquigition Buginesses
related costs being exited Other ltems related costs being exited OCther items
Em £m £m £m £m £m
Trading losses - (13.6) (13.6) - (39 (3.7)
Business closure costs - - - - (22.1) (22.1)
Exceptional charges in refation
to design and build contracts in
Energy Solutions {25.4) - (25.4} - - -
Restructuring costs - - - (10.2) - (10.2)
Integration costs (6.4) - {6.4) (3.7) - 3.7
Acquisition costs (0.7) - (0.7} (32 - (3.2)
Armortisation of acquisition
related intangibles (M.0) - (M.0) (10.0) - {10.0)
Restructuring of Mitie Group defined
benefit pension scheme 10.2 - 10.2 - - -
|Other items before tax (31.3) (13.6) (6.9} (271} {25.2) (52.31
Tax on other items 3.7 2.0 5.7 6.6 5.2 7.8

|Other items net of tox (27.6) (1.6) (39.2) (20.5) (20.0) (40.5)
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6  Operating profit

Operating profit has been arrived at after charging/{crediting):

2014 3
£m T
Depreciation of property, plant and equipment {Note 15) 161 204
Amortisation of intangible assets {Note 14} 17.0 14.1
Gain on disposal of property, plant and equipment (0.7} (2.5}
Staff costs (Note 7) 1,136.7 1,052.2
Note:
1 Restated fallowing amendments to IAS 19, as described in Note 1,
A detailed analysis of auditor’s remuneration is provided below:
204 2013
£'000 £'000
Fees payable to the Company's auditor for the audit of the Company's annual accounts 33 33
Fees payable to the Company's auditor and its associates for the audit of the Company's 481 485
subsidiaries pursuant to legislation
Total audit fees 514 518
Other audit related services to the group 50 50
Tax services - Relating to the acquisition of Enara - 75
Tax services -~ Other 140 170
Corporate finance services — Relating to the acquisition of Enara - 275
Corporate finance services ~ Other 99 -
Other services - Relating to the acquisition of Enara - 33
Other Services — Other 10 15
Non-audit fees 299 618
Total 813 '1,‘135]

In addition to the amounts shown above the auditor received fees of £19,000 (2013: £17,000) for the audit of the group

pension scheme and trusts.
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7 Staff costs

Number of pecple 204 2013

The average number of people employed during the financial year was:

Facilities Management 62,251 62,086
Property Management 3,297 3,532
Healthcare 6,587 3,096
Energy Solutions 13 176
lTotct group 72,248 €8,890 I

The number of people employed at 31 March was:

ITotul group 72,768 72,401 ’
2016 2013
Thelr aggregate remuneration comprised: £Em Em
Wages and salaries 1,035.8 958.9
Sotial security costs BO.5 713
Other pension costs 15.4 13.5
Share-based payments {Nate 34) 5.0 25

1,136.7 1,052.2

Note:
1 Restoted following amendments ta |5 19, as described in Note 1,

Details of Directors’ remuneration and interests are provided in the agudited section of the Directors' remuneration report
and should be regarded as an integral part of this Note.

8 Investment revenue

2014 2013

&m €m

Interest on bank deposits 0.2 032
Other interest receivable 1.0 0.2

1.2 05
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S Finance costs

2014 2013

£m £m

Interest on bank facilities 21 3.8
Interest on private placement 9.5 5.4
Bank fees 2.3 1.7
Interest on obligations under finance leases 0.3 03
Lossf(gain) arising on derivatives in a designated fair value hedge 3.8 (2.4)
{Gain)/loss arising on adjustment for the hedged item in a designated fair value hedge (4.0) 26
Net interest on defined benefit pension scheme assets and liabilities 14 0.8
| 15.6 12.2|

Note:
1 Restated following amendments to AS 49, as described in Nate 1.

2014 2013
Em £m
Current tax 19.1 17.3
Deferred tax (Note 20} 0.8 (3.4)
19.9 13.9|
Corporation tax is calculated at 23.0% (2013: 24.0%) of the estimated assessable profit for the year.
The charge for the year can be reconciled to the profit per the consolidated income statement as follows:
2074 2013
£m £m
Profit before tax 68.4 56.3
Tax at the UK corporation tax rate of 23.0% (2013: 24,0%) 15.7 135
Non-taxable items 4.1 1.6
Impact of changes in statutory tax rates (1.0} (0.7)
Overseas tax rates 0.2 (0.1
Prior year adjustments 0.9 (1.0)
lTax charge for the year 19.9 13;]

In addition to the amount charged to the consclidated income statement, tax relating to retirement benefit costs and

hedged items amounting to £1.8m has been charged directly to the statement of comprehensive income (2013: £3.6m

credit’) and £1.0m {2013: £0.1m) relating to share-based payments has been credited directly to equity.

Note:
1 Restored following omendments 1o 1AS 19, os described n Noe .
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1 Dividends

2014 2013
£m Em

Amounts recognised as distributions to equity holders in the year:
Final dividend for the year ended 31 March 2013 of 5.7p (2012: 5.2p} per share 205 183
Interim dividend for the year ended 31 March 2014 of 4.9p (2013: 4.6p) per share 17.6 16.6
aan 349
Proposed final dividend for the year ended 31 March 2014 of 6.1p {2013: 5.7p) per share 21.9 206

The proposed final dividend is subject to approval by shareholders at the Annual General Meeting and has not been

included as a liability in these financial statements.

12 Earnings per share

Basic and diluted earnings per share have been calculated in accordance with 1AS 33 ‘Earnings Per Share'.

The calculation of the basic and diluted EPS is based on the following data:

=W

Net headline profit attributable to equity holders of the parent? 875 827
Other items net of tax® (39.2) {40.5)
Net profit attributable to equity holders of the parent 48.3 422
2014 2013

Numbar of shares riltion million
Weighted average number of Ordinary shares for the purpese of basic EPS 359.9 3577
Effect of dilutive potential Ordinary shares: share options "I 9.5
Weighted average number of Ordinary shares for the purpose of diluted EPS 371.0 367.2
2014 2073

P P

Headline basic earnings per share™ 24.3 231
Basic earnings per share 13.4 1.8
Headline diluted earnings per share'? 23.6 225
Diluted earnings per share 13.0 15

Notes:
1 Restoted following amendments 1o I1AS 19, as described in Note 1,
2 Headline revenue and operating profit exclude other itemns which are analysed in Note 5.

The weighted average number of Ordinary shares in issue during the year excludes those accounted for in the

Own shares reserve (see Note 30}
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13 Goodwill

Cost Em
At 1 April 2012 3477
Acquisition of subsidiaries 100.3
Impact of foreign exchange 01
Change in deferred contingent consideration for subsidiaries acquired prior to 31 March 2010 (0.9}
[At 1 April 2013 44732
Acquisition of subsidiaries 12.7
impact of foreign exchange {0.3)
[t 31 March 2014 459.6

Accumulated impairment losses

At 1 April 2012 -
At 1 April 2013 -
[A¢ 31 March 2014 -|

Carrying amount
{At 31 March 2014 459.6|
At 31 March 2013 4472

Goodwill acquired in a business combination is allocated, at acquisition, to the cash-generating units (CGUs) that are
expected to benefit from that business combination. Additions during the year relate to goodwill recognised on two
acquisitions and finalisation of the acquisition accounting for acquisitions made in the prior year. More details are
presented in the Acquisitions note (Note 31).

Goodwill has been allocated to CGUs, which align with the business segments, as this is how goodwill is monitered by the
group internally. Goodwill has arisen principally on the acquisitions of Initial Security in 2006, Dalkia Technical Facilities
Management in 2009 and Enara in 2012.

Discount rate Discount rate Goodwill Goodwill

2014 2013 2014 2013

X % £€m £m

Facilities Management 2.8 a2 251.9 2509
Property Management 1.0 95 85.2 85.2
Healthcare 0 8.5 105.0 936
Energy Solutions 12.0 10.7 17.5 175
459.6 4472

The group tests goodwill at least annually for impairment or more frequently if there are indicators that goodwill may
be impaired.

Key assumptions

The recoverable amounts of the CGUs are determined from value in use calculations. The key assumptions for the value
in use calculations are thase regarding the discount rates, growth rates and expected changes to selling prices and direct
costs during the period. Management estimates discount rates using pre-tax rates that reflect current market
ussessments of the time value of money and the risks specific to the CGUs. The growth rates are based on industry
growth forecasts. Changes in selling prices and direct costs are based on past practices and expectations of future
c¢hanges in the market.

Growth rates and terminal values

The group prepares cash flow forecasts derived from the most recent one year financiol budgets approved by the Board,
extrapolated for four future years by a growth rate applicable to each unit with a terminal value using a 2% inflationary
growth rate assumption.
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13 Goodwill

Discount rates

The pre-tox rates used to discount the forecast cash flows from CGUs are derived from the Company's post-tax
Weighted Average Cost of Capital, which was 8.2 (2013: 6.8%) at 31 March 2014, and adjusted for the risks specific te
the market in which the CGU operates. All CGUs have the same access to the group’s Treasury functions and borrowing
lines to fund their operations.

Sensitivity analysis
A sensitivity analysis has been performed and Management has concluded that no reasonably foreseeabte change in the

key assumptions would result in an impairment of the goodwill of any of the CGUs. In particular, a 1% increase in the
discount rate or a 1% decrease in the terminal value growth rate would not result in an impairment in any of the CGUs,

14 Other intangible assets

Acquisition related

Tatal Software and

cetadionahpe Oher  elated  expoinore Totat
£m £m £m £m Em

Cost
At 1 April 2072 542 105 64.7 346 99.3
Additions 305 - 30.5 58 36.3
[t 1 April 2013 84.7 105 95.2 404 135.6 |
Additions 21 - 2.1 6.2 83
At 31 March 2014 86.8 10.5 97.3 46.6 u3.9|
Amortisation
At 1 April 2012 232 57 28.9 46 33.5
Charge for the year 8.3 17 10.0 4.1 14.1
At 1 April 2013 315 7.4 38.9 8.7 47.6|
Charge for the year 10.2 0.8 1.0 60 17.0
At 31 March 2014 7 82 49.9 %7 64.6|
Carrying amount
|At 31 March 2014 451 23 474 319 79.3|
At 31 March 2013 532 31 56.3 317 88.0

Customer relationships are amortised over their useful lives based on the period of time over which they are anticipated
to generate benefits. These currently range from six to eight years. Other acquisition related intangibles include acquired
software, trade names and non-compete agreements and are amortised over their usefut lives which currently range from
three to ten years. Software and development costs are amortised over their useful lives of between five and ten years,
once they have been brought into use.
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15  Property, plant and equipment

Freehold Lessehold Plant and

P e e " T
Cost
At 1 April 2012 4.8 16.0 1055 126.3
Additions - 02 37 31.9
Transfers - 0.1 (0.7} -
Acquired with subsidiaries - - 1.4 1.4
Disposals - (0.7} (40.7) (61.4}
At April 2013 48 156 978 ns.2|
Additions - 24 20.2 226
Disposals (1.5) (2.3) (16.2) {20.0)
|At 31 March 2014 33 8.7 101.8 120.8
Accumulated depreciation and impairment
At 1 April 2012 0.9 6.8 54.5 62.2|
Charge for the year 01 15 18.8 20.4
Disposals - (0.7 (19.9) (20.6)
|At 1 Aprit 2013 10 76 534 62.0|
Charge for the year 0.4 1.6 14.4 16.1
Disposals (04) 1.7) (11.9) {16.0)
At 31 March 2014 07 7.5 55.9 641
Carrying amount
|At 31 March 2014 26 8.2 459 56.7
At 31 March 2013 3.8 8.0 444 56.2

The net book value of plant and vehicles held under finance leases included above was £4.9m (2013: £6.5m).

Additions to fixtures and equipment during the year amounting to £2.0m (2013: £1.9m) were finonced by new

finance leases.

In the prior year, Management took the decision to perform a ‘sale and operating leaseback’ on its commercial vans.
Approximately 1,830 vehicles were sold and teased back. These vehicles had a carrying value of £15.6m and were sold

for a fair market value of E17.8m.
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16 Interestinjoint ventures and associates

The group's interests in joint ventures and associates are accounted for in the consolidated financial staterments using

the equity method.

The group's share of result of joint ventures and associates included in the consclidated income statement was as foliows:

2014 2013

£m £m

Revenue 3.3 -
Cperating profit 0.6 -
Net finance costs {0.1) -
Taxation - -
Share of result of joint ventures and associates 0.5 -

The group’s share of net assets of joint ventures and associates as at 31 March 20714 was as follows:

20 2013

£m £m

Non-current assets 13.1 1.0

Current gssets 1.2 0.5
Current liabilities (2.4) {C.5)
Non-current liabilities (11.0) (10.6)
|Interest in joint ventures and associates 0.9 0.4 I

17 Financing assets

2014 2013

£m £m

Derivative financial instruments (Note 25) - 4.0
Loans to joint ventures and associates 14.8 1227

Infrastructure assets 5.6 86

| 20.4 25.3

Included in current assets - -

Included in non-current assets 20.4 253

20.4 253

105




106

Mitie Group plc
Annual Report and Accounts 2014

Notes to the consolidated financial statements
For the year ended 31 March 20114

18  Trade and other receivables

2014 2013
£m £m
Amounts receivable fer the sale of services 259.0 2823
Allowance for doubtful debt (6.2) (6.0)
Trode receivables 252.8 2743
Amounts recoverable on contracts (Note 19) 85.5 891
Other debtors 24.4 18.2
Prepayments and accrued income 1701 145.6
532.8 5282
Included in current assets 491.6 5074
Included in non-current assets 41.2 208
5328 528.2
Ageing of trade receivables:
20%4 2013
£m £m
Neither impaired nor past due 198.6 216.0
Not impaired and less thon three months overdue 365 433
Not impaired and more than three months overdue 2.3 18.0
Impaired receivables 2.6 30
Allowance for doubtful debt (6.2} (6.0)
252.8 274.3 |
Movement in the allowance for doubtful debt:
2074 2013
€m £m
Balance at the beginning of the year 6.0 5.3
Impairment losses recognised 25 35
Amounts written off as uncollectable (1.1) (2.2)
Amounts recovered during the year (1.2) (0.6)
6.2 6.0]

The average credit period taken on sales of services was 37 days (2013: 38 doys).

The Directors consider that the carrying amount of trade and other receivables approximates their fair value.
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19  Amounts recoverable on contracts

2014 2013

Contracts in progross at the balanca shoet date £m £m

Centrace costs incurred plus recognised profits less recognised losses to date 620.2 795.0
Less progress billings (534.7) (705.9)
Iimounts due from contract customers included in trade and other receivables 85.5 891 I
Included in current assets 68.4 €683

Included in non-current assets 171 208

85.5 89S

At 31 March 2014, retentions held by customers for contract work amounted to £8.9m (2013: £11.7m).

Amounts recoverable on contracts include applications for payment from customers which have no fixed payment terms
until invoiced.

Included within Amounts recoverable on contracts are Mobilisation costs as detailed below:

2014 2013
Mobilisation costs £€m £m
At 1 April 23.2 210
Additions 15.7 9.6
Amounts recognised in the income statement (8-6) (7.4)
At 31 March 30.3 23.2]
Included in current assets 13.7 9.0
Included in non-current assets 16.6 14.2
| 30.3 232

20 Deferred tax

The following are the major deferred tax liabilities and assets recognised by the group and movements thereon during the
current and prior reporting period:

Retirement Intangible Short-term
Accelerated tax benefit assets timing
depreciation abligations acquired  Share options diffarences Tax losses Total
£m £€m £m £m £m £€m Em
|at 1 April 2012 (2.0) 42 (8.5) 20 1.2 20 (1.1)
Credit/(charge) to income 1.6 0.3} 27 {0.8) (0.3) (0.7 28
Credit to equity and the ~ 30 - {©.3) 13 - 4.0
statement of comprehensive
incorne i
Acquisition of subsidiaries - - (7.0) - 21 - o (49)
At 1 April 2013 (0.4) 6.9 (12.8) 09 4.3 1.9 0.8
Creditf{charge) to income 05 (2.0 4.0 {©.3) (1.2) (1.8} (0.8}
(Charge)fcredit to equity - {11 - 05 {0.8) - {1.2)

and the statement of
comprehensive income

Acquisition of subsidiaries - - {0.5) - Q.8 - 0.3
|At 31 March 2014 0.1 38 (9.3) 11 33 0.1 (0.9)
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20 Deferred tax

Certain deferred tax assets and liabilities have been offset. The following is the anclysis of the deferred tax balances
(ofter offset) for financial reporting purposes:

204 2013

£m £m

Deferred tax assets 8.4 14.0
Deferred tax liabilities (9.3) (132)
‘iet deferred tax (liability)/asset (0.9) O.BJ

The group has unutilised income tax losses of £8.5m (2013: £8.7m) that are available for offset against future profits.
In addition the group has £0.8m (2013: £0.7m) of capital losses.

The UK Gevernment announced a reduction in the UK corporation tax rate from 23% to 2% from 11 April 2074, with

a further reduction to 20% from 1 April 2015, which were substantively enacted on 2 July 2013. The reduction in the
balance sheet carrying value of deferred tax assets and liabilities to reflect the rate of tax at which those assets are
expected to reverse has resulted in a deferred tax credit of £1.0m to the income staterment.

21  Inventories

2014 2012

Em £m

Work-in-progress 2.9 27
Materials 4.5 4.0
[ 7.4 67

22 Cash and cash equivalents

2014 2013

Em £m

Cash and cash equivalents ‘ 891 a0.8
[ 89.1 9038 |

Cash and cash equivalents comprise cash held by the group and short-term bank depesits with an original maturity of
three months or less. The carrying amount of the assets approximates their fair votue.

Included in cash and cash equivalents are deposits totalling £2.1m (2013: £4.8m) held by the group's insurance subsidiary,
which are not readily available for the generol purposes of the group.

23 Trade and other payables

2014 2013

€m £m

Payments received on account 1.4 37
Trode creditors 186.9 2107
Other taxes and social security 96.8 86.2
Other creditors 17.9 250
Accruals and deferred income 222.6 T75.%
525.6 500.7

Trade creditors and accruals and deferred income principally comprise amounts cutstanding for trade purchases
and ongoing costs. The average credit period taken for trade purchases is 46 days (2013: 32 days).

The Directors consider that the carrying amount of trade and other payables approximates their fair value.
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24 Financing liobilities

2014 2013

€m £m

Bank loans 15.2 12.8

Private placement notes 245.2 2613

Derivative financial instruments 10.3 C.4

Obligations under finance leases (Note 27} 4.9 65
275.7 287.0]

Included in current liabilities 27 27

Included in non-current liabilities 273.0 284.3

275.7 287.0

The banking facilities and private placement notes are unsecured but have financial and nen-financial covenants and
obligatiocns commonly associated with these arrangements.

Included in current liabilities are £2.7m (2013: £2.7m) of obligations under finance leases (see Note 27).

With the exception of derivative financial instruments and the private placement notes, cll financing labilities are held at
omortised cost. The Directors estimate that their carrying value approximates their fair value. Derivative financial
instruments are initially recognised at fair value at the date the contract is entered into and are subsequently remeasured
to their fair value through profit or loss unless they are designated as hedges for which hedge accounting can be applied
{see Note 25). The carrying value of the private placerment notes at 31 March 2014 includes a fair value adjustment for
interest rate and currency risk of £5.6m (2013: £1.7m}). The fair value of the private placement notes is not significantly
different from their carrying value.

Private placernent notes

On 13 December 2012, the group issued U$$153.0m and £55.0m of private placement {PP') notes in the United States
Private Placement market. This followed the issue on 16 December 2010 of US$96.0m and £40.0m of PP nates in the
United States Private Placement market. The PP notes are unsecured and rank pari passu with other senior unsecured
indebtedress of the group. In order to manage the risk of foreign currency fluctuations and to manage the group’s finance
costs through a mix of fixed and variable rate debt, the group has entered into cross currency interest rate swaps.

The swap contracts have the same duration and other critical terms as the borrowings and are considered to be highly
effective. The amount, maturity and interest terms of the PP notes are as shown below:

Tranche Maturity date Amount Interest terms Swap interest
7 year 16 December 2017 US548.0m USS fixed at 3.39% £ fixed ot 3.88%
7 year 16 December 2017 LSS48.0m USS fixed at 2.39% £ LIBOR +1.26%
9 year 16 December 2019 £40.0m £ fixed at 4.38% nja
10 year 16 December 2022 USS76.0m USS fixed at 3.85% £ fixed at 4.05%
10 year 16 December 2022 US$77.0m USS fixed at 3.85% £ fixed at 4.02%
10 year 16 December 2022 £25.0m £ fixed at 3.87% nja
12 year 16 December 2024 £30.0m £ fixed at 4.04% n/a

The weighted average interest rates paid during the gyear on the overdrafts and loans outstanding were as follows:

201; 201;
Overdrafts 2.5 19
Bank loans 1.9 1.9
Private placement notes 3.8 38

At 31 March 2014, the group had available £234.7m {2013: £231.2m) of undrawn committed borrowing facilities in respect
of which all conditions precedent had been met. The facilities have an expiry date of September 2015. The loans carry
interest rates which are currently determined at 1.5% over LIBOR. Details of the group’s contingent liabilities are provided
in Note 32.
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25  Financial instruments

Classification
The group's principal financial assets are cash and cash equivalents, trade receivables and financing assets. With the
exception of derivative financial instruments, all financial assets are classified as loans and receivables.

The group's principal financial liabilities are trade payables, financing liabilities and deferred contingent consideration.
With the exception of derivative financial instruments, private placement notes and deferred contingent consideration,
all financial liabilities are held at amortised cost.

Derivative financial instruments, and private placement loan notes are measured initially at fair value at the date the
contract is entered into and are subsequently remeasured to their fair value through profit or loss unless they are
designated as hedges for which hedge accounting can be applied. Deferred contingent consideration is measured
at the Directors’ best estimate of the likely future obligation.

Details of the significant accounting policies and methods adopted (including the criteria for recognition, the basis of
measurement and the bases for recognition of income and expense) for each class of financial asset, financial liability
and equity instrument are disclosed in Note 1.

Risk management obfectives

The group's treasury function menitors and manages the financial risks relating to the operations of the group. These
risks include those arising from interest rates, foreign currencies, liquidity, credit and capital management. The group
seeks to minimise the effects of these risks by using effective controt measures and, where appropriate, derivative
financial instruments to hedge certain risk exposures. The use of financial derivatives is governed by group policies and
reviewed regularly. Group policy is not to trade in financial instruments. The risk management policies remain unchanged
from the previous year.

Interest rate risk

The group's activities expose it to the financial risks of interest rates. The group's Treasury function reviews its risk
management strategy on a regular basis and will appropriately enter into derivative financial instruments in order to
manage interest rate risk. Having issued US$249.0m and £95.0m of notes in the US PP fixed rate market, the group has
swapped US$48.0m into floating rate debt. Details of derivative financial Instruments are given in Derivative financial
instrurments below.

Interest rate sensitivity

The interest rate sensitivity has been determined based on the exposure to interest rates for both derivative and
non-derivative instruments at the balance sheet date. For floating rate liabilities, the analysis is prepared assuming
the amount of liability outstanding at the balance sheet date was outstanding for the whole year. All financial liabilities,
other than financing liabilities, are interest free.

If interest rates had been 0.5% higher/lower and all other variables were held constant, the group’s profit after tax for
the year ended 31 March 2074 and reserves would decrease/increase by £0.2m (2013: £0.5m).

Foreign currency risk

The group has limited exposure to transactional foreign currency risk from trading transactions in currencies other than
the functional currency of individual group entities and some exposure to translational foreign currency risk frorm the
translation of its operations in Europe. The group considers the need to hedge its exposures appropriately and will enter
into forward foreign exchange contracts te mitigate any significant risks.

In addition, the group has fully hedged the US dollar exposure on its PP notes into sterling using cross currency interest
rate swaps (see Hedging activities below).

At 31 March 2074 £3.9m (2013: £6.0m) of cash and cash equivalents were held in foreign currencies. Included in bank
loans were £15.3m (20173: £18.8m) of loans denominated in foreign currency.

Liquidity risk

The group monitors its liquidity risk using a cash flow projection model which considers the maturity of the group’s assets
and liabilities and the projected cash flows from operations. Bank facilities, which allow for appropriate headroom in the
group’s daily cash movements, are then arranged. Details of our bank facilities can be found in Note 24.
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25 Financialinstruments

The tables below summarise the maturity profile (including both undiscounted interest and principal cash flows}) of the
group's financial assets and liabilities:

Within In the second Aftar
one year to fifth years five years Total
Fingncial assets at 31 March 2074 Em €m Em £m
Trade receivables 252.8 - - 252.8
Financing assets 0.9 21.0 - 21.9
Cash and cosh equivalents 89.1 - - 891
|Financial assets 3428 21.0 - 3638
Within  In the second After
one year  tofifth years five years Total
Finoncial assets at 31 March 2013 £€m £m £€m £m
Trade receivables 2743 - - 274.3
Financing assets Q.8 262 - 27.0
Cash and cash equivalents 20.8 - - 20.8
Financial assets 3659 26.2 - 3921
Within  In the second After
one year to fifth years five years Total
Financial liabilities at 31 March 2014 £m €m €m £m
Trade creditors 186.9 - - 186.9
Financing liabilities 12.8 1M5.3 216.7 344.8
Deferred contingent consideration 13 6.5 - 7.8
Financial liabilities 201.0 121.8 216.7 539.5
Within  in the second After
one year  to fifth years five years Total
Financial iabilities at 31 March 2013 £m Em Em £m
Trade creditors 2107 - - 270.7
Financing liabilities 12.5 1226 2261 361.2
Deferred contingent consideration - 8.0 - 80
Financial liabilities 2232 130.6 2261 579.9

Credit risk
The group's credit risk is monitored on an ongoing basis and formally reported quarterly. The value of business placed
with financial institutions is reviewed on a dally basis.

The group's credit risk on liquid funds and derivative financial instruments is limited because the counterparties are banks
with high credit ratings assigned by international credit rating agencies and are managed threugh regular review.

The amounts presented in the balance sheet in relation to the group’s trade receivables are net of allowances for doubtful
receivables.

Before accepting a new customer, the group uses external credit scoring systems to assess the potential customer’s
credit quality and define an appropriate credit limit which is reviewed regularly.

In determining the recoverability of a trade receivable, the group considers the credit quality of the counterparty.

An allowance for impairment is made where there is an identified loss event which, based on previous experience, is
evidence of a reduction in the recoverability of the cash flows. The Directors believe that there is no further provision
reguired in excess of the allowance for doubtful debts at the balance sheet date.

The maximum exposure to credit risk in relation to trade receivables at the balance sheet date is the fair value of trade
receivables. The group’s customer base is large and unrelated and, accordingly, the group does not have a significant
concentration of credit risk with any one counterparty or group of counterparties.
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25 Financial instruments

Capital managernent risk

The group manages its capital to ensure that entities in the group will be able to continue as going concerns while
maximising the return to stakehelders through the optimisotion of debt and equity. The capital structure of the group
consists of net debt per Note 28 and equity per the consolidated statement of changes in equity.

The group's capital structure is reviewed regularly. The group is not subject 1o externally imposed regulatory capital
requirements with the exception of those applicable to the group's captive insurance subsidiary, which is monitored on
a reqular basis.

Hedging activities

Cash flow hedges

The group holds a number of cross currency interest rate swaps designated as cash flow hedges. Bi-annual fixed interest
cash flows arising over the periods to December 2022 and denominated in US$ from the US Private Placement market
are exchanged for fixed interest cash flows denominated in sterling. The group also holds a number of forward exchange
currency contracts designated as hedges of highly probable forecast transactions. All cash flow hedges were assessed as
being highly effective as at 31 March 2014,

Fair value hedges

The group holds a number of cross currency interest rate swaps designated as fair value hedges. Fixed interest cash flows
denominated in US$ from the US Private Placement market are exchanged for floating interest cash flows denominated
in sterling. All fair value hedges were assessed as being highly effective as at 31 March 2074,

Hedge of net investment in foreign operations

Included in bank loans at 31 March 2074 was a borrowing of £9.5m {2013: £9.5m) which has been designated as a hedge
of the net investment in the Republic of Ireland business of Dalkia FM in Ireland and is being used to hedge the group’s
exposure to foreign exchange risk on this investment. Gains or losses on the translation of the borrowing are transferred
to equity to offset gains or losses on the translation of the net investment.

Derivative financial instrurnents
The carrying values of derivative financial instruments at the balance sheet date were as follows:

Assets Assets Uabllities Ligbilities

2014 2013 2014 2012

Em £m £€m £m

Cross currency interest rate swaps designated as cash flow hedges - 0.8 (9.7} {O.4)
Cross currency interest rate swaps designated as fair value hedges - 32 (0.6) -
LDerivctive financial instruments hedging private placement notes - 4.0 {10.3) (O.4i

Derivative finoncial instruments are measured ot fair volue. Fair values of derivative finonciol instruments are caolculoted
based on a discounted cash flow analysis using appropriate market information for the duration of the instruments.

Financial instruments fair value disclosure
Fair value measurements are classified into three levels, depending on the degree to which the fair value is observable:

- Level 1 fair value measurements are those derived from quoted prices in active markets for identical assets or liabilities;
- Level 2 fair value measurements are those derived from other observable inputs for the asset or liability; and
- Level 3 fair value measurements are those derived from valuation techniques using Inputs that are not based

on observable market data.

We consider thot the derivative financial instruments foll into Level 2 and deferred contingent consideration falls into
Level 3.

Deferred contingent consideration is measured at the Directors’ best estimate of the likely future obligation based on the
attainment of certain profit targets. In assessing the likely future obligation, the directors have used their experience and
knowledge of market conditions, alongside internal business plans and growth forecasts. Actual amounts payable may
vary up to a maximum of £7.8m (2013: £8.0m) dependent upon the results of the acquired businesses. Movements in the
carrying value of deferred contingent consideration are shown in Note 26.

There were no transfers between levels during the year. All contracts are gross settled.
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Deferred
contingent Insurance

consideration reserve Total

Em £ £m

At 1 April 2013 8.0 22 10.2

Amounts recognised in the income statement - 18 1.8
Utilised within the captive insurance subsidiary - (1.8) (1.8)

Amounts recognised through equity

{arising from transactions with non-controlling interests) (0.2) - (0.2)
At 31 March 2014 7.8 22 10.0|

Included in current liabilities 1.2

Included in non-current liabilities 8.8

10.0

Deferred
contingent Insurance

tonsidaration reserve Total

£m £m £€m

At 1 April 2012 1.2 4.4 56
Amounts recognised in the income statement - O.4 Q.4
Deferred contingent consideration settled during the pericd (1.4) - (1.4)
Utilised within the captive insurance subsidiary - (2.6} (2.6}

Amounts recognised through goodwill 03 - 03

Amounts recognised through equity

{arising from transactions with non-controlling interests) 79 - 7.9
|At 31 March 2013 8.0 22 10.2]

Included in current liabilities 1.4

Included in non-current liabilities 8.8
10.2 |

I

The provision for insurance claims represents amounts payable by Mitie Reinsurance Company Limited in respect

of outstanding claims incurred at the balance sheet dates.

27  Obligations under finance leases

Minimum lease payments

Present value of lease payments

2074 2013 2014 2013
€m £m £m £m
Amounts payable under finance leases:
Within one year 2.9 30 27 27
In the second to fifth years inclusive 25 4.1 2.2 3.8
| 5.4 7 4.9 65|
Less: future finance charges {0.5) {06) - -
|Present value of lease obligations 4.9 6.5 4.9 6.5 |
Less: Amount due for settlement within 12 months (2.7) 27 (2.7) (2.7)
lAmount due for settlement after 12 months 22 38 22 38 I

The average remaining lease term is 52 months (2013: 43 months}. For the year ended 31 March 2014, the average
effective borrowing rate was 2.5% (2013: 2.6%). Interest rates are fixed at the contract date. All leases are on a fixed
repayment basis and no arrangements have been entered into for contingent rental payments. All lease obligations

are denominated in sterling.

"3
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The fair value of the group’s lease obligations approximates their carrying amount. The group's ebligations under finance
leases are protected by the lessors’ rights over the leased assets.

28 Analysis of net debt

2014 2013

€m £m
Cash and cash equivalents (Note 22) 89.1 90.8
Bank loans (Note 24) (15.3) (18.8)
Private placement notes (Note 24} {245.2) {261.3)
Derivative financial instruments hedging private placement notes {Note 25} {10.3) 36
lNet debt before loan notes and obligations under finance leases {181.7} (185.7j
Obligatiens under finance leases (Note 27) {(6.9) (6.5)
[Net debt (186.6)  (1922)

Number

Ordinary shares of 2.5p million £m
Allotted and fully paid
At 1 April 2013 3701 9.3
Issued for acquisitions 2.3 -
Share buybacks (2.9) {0.7)
Issued under share option schemes 4.0 0.1
[At 31 March 2014 3735 9.3]
At 1 April 2012 3619 9.0
Issued for acquisitions 4.5 0.2
Issued under share option schemes 37 01
|At 31 March 2013 3701 9.3

During the year 2.3m (2013: 4.5m} Ordinary shares of 2.5p were allotted in respect of the acquisition of non-controling
interests at a mid-market price of 267.0p {2013: 267 6p) giving rise to share premium of £2.4m (2013: £7.8m} and
a merger reserve of £3.6m (2013: £4.0m).

During the year 2.9m (2013: nil) Ordinary shares of 2.5p were purchased at a cost of £7.4m {2013 €nil} and subsequentiy
concelled,

During the year 4.0m {2013: 3.7m} Ordinary shares of 2.5p were allotted in respect of share option schemes at a price
between 127p and 254p (2013: 117p and 254p) giving rise to share premium of £8.5m (2013: £7.7m).

Share premium account
The share premium account reprasents the premium arising on the issue of equity shares (see Note 29).

Merger reserve
The merger reserve represents amounts relating to premiums arising on shares issued subject to the provisions
of Section 612 of the Companies Act 2006 (see Note 29).

Share-based payment reserve
The share-based payment reserve represents credits relating to equity-settled share-based payment transactions that
have not yet fully vested {see Note 34).

Own shares reserve

The group uses shares held in the Employee Benefit Trust to satisfy options under the group’s LTIP and SIP share option
schemes. During the year 1.0m shares (2013: 2.3m) were purchased at ¢ cost of £2.8m (2013: £6.6m). In addition, 5.8m
(2013: nil) Treasury shares were purchased at a cost of £17.0m (2013: £nil). The own shares reserve at 31 March 204
represents the cost of 13.9m (2013: 8.4m) shares in Mitie Group plc, with o weighted average of 11.1m (2013: 8.6m) shares
during the year.
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30 Reserves

Other reserves
Orther reserves are comprised of the revaluation reserve of £{0.2)m {2013: £(0.2)m), the capital redemption reserve of
£0.5m {2012: £0.4m) and other reserves of £0.1m (2013: £0.1m).

Hedging and translation reserve

The hedging and translation reserve of £4.3m (2013: £5.9m) predominantly represents movements relating to cash flow
hedges. it also includes foreign exchange differences arising on transiation of the group’s overseas operations and
movements on net investment hedges.

31 Acquisitions

During the year a net cash outflow of £10.7m arose on the acquisitions set out below:

£m
UK CRBs Limited 0.9
Complete Care Holdings Limited 8.8
Non-controlling interests 0.8
Other 0.2
Net cash outflow on acquisitions 10.7

Current year acquisitions

Entities acquired during the year contributed £5.8m to revenue and £0.4m to the group's headline operating profit for the
period. If the acquisitions had taken place at the start of the pericd, the graup’s headline revenue and operating profit
would have been approximately £2,158m and £128m respectively.

The goodwill arising on the acquisitions is attributable to the underlying profitability of the companies in the acquired
group, expected profitability arising from new business and the anticipated future operating synergies arising from
assimilation into Mitie. None of the goodwill recegnised is expected to be deductible for income tax purposes.

IAS 27 'Consolidated and Separate Financial Statements’ (revised 2008) requires transactions with non-controlling
interests to be accounted for within equity. As a resutt, the difference of £5.8m between the consideration paid for the
purchase of non-controlling interests during the year and the change in non-controlling interests is recognised in retained
earnings. Prior to adoption of the revised standard in the year ended 31 March 2011 these amounts would have been
recognised in goodwill.

Purchase of Complete Care Holdings Limited

Cn 15 January 2074, Mitie acquired the high acuity care provider Complete Care Holdings Limited {Complete Group’)
for a total consideration of £5.0m. The transaction has been accounted for by the acquisition method of accounting
in accordance with IFRS 3 (2008). The provisional information on the acquisition is provided below:

Fair value

£m
Net assets acquired

Intangible assets 21

Trade and other receivables 28

Cash and cash equivalents 0.2

Trade and other paycbles {2.3)
Deferred tax licbility . (©.3)
Net assets acquired 2.5

Goodwill 65

Total consideration 9.0

Satisfied by

Cash 9.0

Total consideration 9.0 J
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31  Acquisitions

Purchase of UK CRBs Limited
On 14 August 2013, Mitie acquired the criminal records checking service UK CRBs Limited { UKCRBs') for a total
consideration of £1.0m.

Prior year acquisitions

The provisional acquisition accounting for prior year acquisitions as disclosed in the 2013 Annual Report and Accounts
was reviewed during the period resulting in a reducticn of the fair value of net assets acquired of £5.5m, an increase in
non-controlling interests of £0.4m and an increase of goodwill of £5.1m. These adjustments comprise an adjustrment to
estimates made at the end of the prior year and within a year from the date of acquisition in line with the requirements of
IFRS 3 ‘Business Combinations’. The adjustments have not materially changed the net assets of the group and therefore
the 2013 comparative information has not been restated. The final information on prior year acquisitions is shawn below.

Purchase of Enara Group Limjted

On 8 Octeber 2012, Mitie acquired Enara Group Limited (Enara’), from August Equity LLP and Enara’s senior management
team, for a total consideration of £110.8m on a cash and debt free basis. The transaction has been accounted for by the
acquisition method of accounting in accordance with IFRS 3 (2008). The provisional acquisition accounting in the 2013
Annual Report and Accounts was reviewed during the period resulting in o reduction of the fair volue of net assets ocquired
of £4.8m and an increase of goodwill of £4.8m to £98.4m. The final information on the acquisition is provided below:

Fair value
Em
Net assets acquired
Intangible assets 285
Property, plant and equipment 04
Trade and other receivables ) 1.6
Cash and cash equivalents 49
Trade and other payables (23.9)
Deferred tax liability (4.2)
Net assets acquired 17.3
Goodwill 984
Total consideration 157
Satisfied by
Cash 157
Total consideration 157

Purchase of Creativevents Limited

On 31 July 2012, Mitie acquired a 51% stake in one of the UK's leading independent events and leisure catering companies,
Creativevents Limited (Creativevents'). The initial consideration payabte was £5.2m paid in cash on completion and £0.3m
of deferred contingent consideration which was settled in cash in the year ended 31 March 2013. The earn out of the
remaining 49% stake will bring total consideration payable to a maximum of £12.0m, which is dependent on long-term
performance. Earn out deferred consideration of £6.5m is provided at the Directors’ best estimate of the likely future
obligation, which in all likelihood will become payable up to 2017 subject to certain profit targets being attained. This is
recognised via equity and is included in Provisions in Note 26.
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31 Acquisitions

The transaction has been accounted for by the acquisition method of accounting in accordance with IFRS 3 (2008).

The provisional acquisition accounting in the 20713 Annual Report and Accounts was reviewed during the period resulting
in a reduction of the fair value of net assets acquired of £0.7m. an increase in non-controlling interests of £0.4m and an
increase of goodwill of £0.3m to £5.6m. The final information on the acquisition is provided below:

For volue
Net assets acquired
intangible assets 1.5
Property, plant and equipment 0.3
Trade and other receivables 36
Cash and cash equivalents 26
Trade and other payables (8.7)
Net assets acquired {0.3)
Non-controlling interest 0.2
Goodwill 56
Total consideration 55 ’
Satisfied by
Initial cash consideration 5.2
Deferred contingent consideration cash settled in cash in the year ended 31 March 2013 03
Total cash consideration 5.5
Purchase of non-controlling interests
Mitie Pest
Servces (nd Landscapes Ltg  (Londomy1id  Hokings L Total
£m £m £m £m Em

Shares issued - Mitie Group plc 0.9 37 05 1.0 6.1
Cash consideration 01 01 0.1 0.5 0.8
Total purchase consideration 10 38 0.6 1.5 6.9
Non-controlling interests 02 Q7 01 01 11
Retained earnings 08 31 05 1.4 58
‘Total recognised in equity 1.0 38 0.6 1.5 6.9]

32 Contingent liabilities

The Company is party with other group companies to cross guarantees of each other’s bank and other borrowings,
commitrents ond overdrafts of £589.3m (2013: £551.3m).

The Company and various of its subsidiaries are, from time to time, party to legal proceedings and claims that are in the
ordinary course of business. The Directors do not anticipate that the cutcome of these proceedings and claims, either
individually or in aggregate, will have a material adverse effect on the group’s financial position, other than as provided
for in the accounts.

Deferred contingent consideration relating to acquisitions has been accrued at the Directors' best estimate of the likely
future obligation of £7.8m (2013: £8.0m) per Note 26, The actual amounts payable may vary up to a maximum of £7.8m
{2013: £8.0m) dependent upon the results of the acquired businesses.

In addition, the group and its subsidiaries have provided guarantees and indemnities in respect of performance, issued by
financial institutions on its behalf, amounting to £27.2m (2013: £30.6m) in the ordinary course of business and guarantees
with a maximum value of £20.6m in respect of the activities of an entity in which the group has a non-controlling interest.
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33 Operating lease arrangements

The group as lessee

20% 2013
Em £m
Minimum lease payments under operating leases recognised in income for the year 27.7 ‘15.8]

At the balance sheet date, the group had total outstanding aggregate commitments for future minimum lease peyments
under non-cancellable operating leases, which fall due as follows:

2004 2013

£m £m

Within one year 22.4 220
in the second to fifth years inclusive 35.0 32.2
After five years 4.8 35
62.2 577

Operating lease payments represent rentals payable by the group for certain of its office properties and hire of vehicles
and other equipment. These leases have average durations ranging from three to ten years. No arrangements have been
entered into for contingent rental payments.

34  Share-based payments

The Company has six equity-settied share option schemes:

Discretionary share plans:

The Mitie Group plc Long Term incentive Plan {LTiP)

The LTIP was introduced in 2007. The awards of shares or rights to acquire shares (the awards) are offered to a small
number of key senior management. Where offered as options the exercise price is nil. The vesting period is three years.
If the awards remain unexercised after a period 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, performance conditions must be
sctisfied which are based on movements in a range of market and non-market measures over a three year period.

The group also awards performance-related benuses for Executive Directors which are deferred in shares and are
accounted for as a share-based payrment charge,

The Mitie Group plc 2001 Executive share option scherne

The Executive share option scheme exercise price is equal to the average market value of the shares over the five day
period immediately preceding the date of grant. The vesting period is three years. If the options remain unexercised after
a period of ten years from the date of grant the options expire. Options may be forfeited if the employee leaves the group.
Before options can be exercised, a performance condition must be satisfied; the performance condition is linked to the
percentage growth in earnings per share over a three year period,

The Mitie Group plc 2071 Executive share option scherme

The Executive share option scheme exercise price is equal to the average market value of the shares on the business day
preceding grant or, if the Committee decides, the average market value of shares over a number of preceding business
days (not to exceed 20). The vesting period is three years. If the options remain unexercised after a period of ten years
from the date of grant the options expire. Options may be forfeited if the employee leaves the group. Before options can
be exercised, a performance condition must be satisfied; the performance cendition is linked to the percentage growth in
earnings per share over a three year period.

Non-discretionary share plans:

The Mitie Group plc 2007 SAYE scheme

The SAYE scheme is open to all employees. The exercise price is not less than 80.0% of the market value of the shares
on the day preceding the date on which invitations to participate in the scheme are issued. For options granted prior to
September 2008, the vesting period is five years. For options granted in September 2008 and thereafter, the vesting
period is three years. If the options remain unexercised after a period of six months from the date of vesting, the options
expire, Options may be forfeited if the employee leaves the group.

The Mitie Group pic 2077 SAYE scheme

The SAYE scheme is open to all employees. The exercise price is not less than 80.0% of the market value of the shares
determined using either: the share price preceding the dote on which invitations to participate in the scheme are issued, or
an average share price over five days preceding the invitation date. The vesting period is three years. If the options remain
unexercised after a period of six months from the date of vesting, the options expire. Options may be forfeited if the
employee leaves the group.
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34 Share-based payments

The Share Incentive Plan (S/P)

The SIP was introduced in 20711 and is a non-discretionary scheme open to ail eligible UK resident employees. Under the
scheme, eligible employees are invited to invest in Partnership Shares which are purchased in the market on their behalf
and held in a UK employee berefit trust. One Matching Share is awarded for every ten Partnership Shares purchased and
has a holding period of three years. Matching Shares are funded by way of market purchases.

Detaits of the share options outstending during the year are as follows:

2014 2013

Number of W::gl:;;: Number of Wue‘:gt\ot;cei

share optlons  exercisa price share options exercise price

{million) {in p} {million) inp)

Outstanding at beginning of the year 21.1 1452 212 1395

Granted during the year 7.9 137 8.0 148

Forfeited during the year {3.2) k4 (2.9) 14

Exercised during the year {5.5) 158 (5.2) 47

Outstanding at the end of the year 20.3 138 211 142

Exercisable at the end of the year 2.0 204 28 196
The group recognised the following expenses related to share-based payments:

2014 2013

£m £m

Discretionary share plans 4.5 1.7

Non-discretionary share plans 0.5 0.8

| 5.0 25

The weighted average share price at the date of exercise for share options exercised during the year was 290p

{2013: 267p). The options outstanding at 31 March 2074 had exercise prices (other than nilin the case of the LTIF and

the SIP) ranging from 120p - 254p {2013: 127p - 254p} and a weighted average remaining contractual life of 4.3 years
{2013: 4.5 years). In the year ended 31 March 2014, options were granted in June, July and November 2013 in respect of
the SAYE, LTIP and Executive Share Option schemes. The aggregate of the estimated fair values of the options granted
on those dates was £4.0m. In the year ended 31 March 2013, options were granted in May, July and August in respect

of the SAYE, LTIP and Executive share option schemes. The aggregate of the estimated fair values of the options granted
on those dates was £6.5m.

The fair value of options is measured by use of the Black-Scholes and Monte Carlo models.

The inputs into the Black-Scholes model are as follows:

2014 2013
Share price (p) 219-274  198-274
Exercise price {p) 0-254 0-254
Expected volatility (%) 30-32 32-35
Expected life {years) 3-5 3-5
Risk-free rate (%) 0.55-1.48 0.55-2.42

Expected dividends (%) 3.5-41 330-410

1o
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34 Share-based payments

The inputs into the Monte Carlo model are as follows:

2014 2013
Share price (p) 251 -
Average correlation with TSR benchmark {%) 32 -
Expected volatility (%) 24 -
Expected life (years) 3 -
Risk-free rate (%) 0.64 -
Expected dividends (%} 4.1 -

Expected volatility was based upon the historical volatility over the expected life of the schemes. The expected life
is based upon histerical data and has been adjusted based on management's best estimates for the effects of
non-transferability, exercise restrictions and behavioural considerations.

35 Retirement benefit schemes

Defined contribution schemes

The group operates a number of defined centribution retirement benefit schemes for qualifying employees. The assets
of the schemes are held separately from those of the group in funds controlled by the scheme providers. The group
paid employer contributions of £10.4m (2013: £8.8m) during the year. As at 31 March 2014, contributions of £1.2m
{2013: £0.7m) due in respect of the current reporting period had not been paid over to the schemes.

Defined benefit schemes

Group defined benefit scherme

The group operates a defined benefit pension scheme called the Mitie Group plc Pension Scheme where Mitie Group plc
is the principal employer.

The assets of the scheme are held separately from the group. Contributions to the scheme are charged to the income
statement so as to spread the cost of pensions over the employees' working lives with the group.

Under the scheme, the employees are entitled to retirement benefits varying between 0% and 66% of final salary on
attainment of a retirement age of 65. No other post-retirement benefits are provided. The scheme is a funded scheme.

The most recent actuarial valuation of the group scheme’s assets and the present velue of their defined benefit
obligations was carried out as at 1 April 2071 by Chris Vaughan-Williams, Fellow of the Institute of Actuaries, from
Aon Hewitt Limited. The next triennial valuation is due as at 1 April 2014,

During the year, following a strategic review of the Mitie Group defined benefit pension scheme, a cap on increases in
pensionable pay was introduced. This led to a reduction in the defined benefit pension deficit of £10.5m at the date when
the plan amendment occurred and was accounted for as a negative past service cost in accordance with IAS 19,

Other defined benefit schemes

Grouped together under ‘Other schemes’ are a number of schemes to which the group makes contributions under
Admitted Body status to our customers’ defined benefit schemes in respect of certain TUPE employees. These valuations
are updated by the actuaries at each balance 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, which are all part of the Local Government Pension Scheme, the group will only
participate for a finite period up to the end of the contracts. The group is required to pay regular contributions as decided
by the relevant Scheme Actuaries and detailed in the schemes’ Schedule of Contributions. In a number of cases
contributions payaeble by the employer are capped and any excess is recovered from the body that the employees
transferred from. In addition, in certain cases, at the end of the contract the group will be required to pay any deficit

(as determined by the Scheme Actuary} that is remaining for its notional section of the scheme.
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Assumptions
Group schemae Other schames
2014 2013 2014 2013
3 % % %
Key assumptions used for |AS 19 valuation:
Discount rate 4.50 450 4.50 4.50
Expected rate of salary increases 2.00 3.90 2.00 3.90
Retail Price Inflation 3.40 3.40 3.40 3.40
Consumer Price Inflation 2.50 2.40 240 2.40
Future pension increases 3.40 3.40 3.40 3.40
Group scheme
2014 2013
Yedrs Years
Post retirement life expectancy:
Current pensioners at 65 - male 88.0 88.0
Current pensioners at 65 - female 89.0 89.0
Future pensioners at 65 - male 89.0 89.0
Future pensioners at 65 - female 91.0 91.0
Life expectancy for the other schemes is that used by the relevant scheme actuary.
The overall expected return on assets is calculaoted as the weighted average of the expected return of each asset class.
The expected return on equities is the sum of dividend growth and capital growth net of investment expenses.
The return on gilts and bonds is the current market yield on long-term bonds. The expected return on property has
been set equal to that expected on equities less a margin. The expected return on other assets is the rate earned by
the scheme on cash and alternate assets.
The sensitivity of defined benefit obligations to changes in principal actuarial assumptions is shown in Note 2.
Amounts recognised in the income statement in respect of these defined benefit schemes are as follows:
2014 2013
Group scheme Other schemes Total Group scheme  Other schemes Taozal
£€m £m £m Em £m £m
Current service cost {3.6) (0.4) (4.0) (3.8) (0.3) (4.7)
Total administration expense (C.4) - (0.4) {0.5) - (C.5)
Past service cost 10.5 - 10.5 - - -
|Amounts recognised in operating profit 6.5 (0.4) 6.1 (4.3) (0.3) (4.6*
Net interest cost {1.3) (0.1) (1.4) (0.8) - (0.8}
[Amounts recognised in profit before tax 5.2 (0.5) 4.7 (5.1 (0.3) [5‘4*

Note:
%1 Restated following amendments to IAS 19, s described in Note 1.

h "1
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35 Retirement benefit schemes

Amounts recognised in the consclidated statement of comprehensive income are as follows:

2074 203"
Group scheme Other schemes Tetal Group scheme  Other schemes Totai
£€m £€m Em £m £m £m
Actuarial gains/{losses) due to changes
in financial agsumptions - 0.2 0.2 (17.4) (0.8) (18.2)
Actuarial gains/(losses) due to changes
in demographic assumptions 0.9 - 0.9 - - -
Actuarial gains/(losses} due to liability
experience {0.7) 0.3 0.2 01 - 01
Return on scheme assets, excluding
interest income 35 (0.3} 3.2 6.3 0.6 6.9
Contract transfers - (2.1} (2.1) - - -
4.3 (1.9} 2.4 (11.0) (0.2) (1.2

Note:
1 Restated following omendments ta 1AS 19, as described in Note 1.

The cumulative amount of actuarial loss recognised since 1 April 2004 in the consclidated statement of comprehensive

income is £52.3m {2013: £54.7m).

The amounts included in the balance sheet arising from the group’s obligations in respect of its defined benefit retirement

benefit schemes are as follows:

2014 2013
Group scheame Other schemes Total Group scheme  Other schemes Total
£€m Em £€m €m £m £m
Fair value of scheme assets 143.8 16.2 160.0 134.0 79 141.9
Present value of defined
benefit obligations {160.8} (18.3) (179.9) (1637) 8.1 (171.8)
{Deficit)/surplus in scherme {17.0} (2.1) (19.7) (29.7) (0.2} (29.9)
Contract adjustment - - - - - -
[Net pension liability (17.0) (21 (19.1) (29.7) (0.2) (29.9)
Movements in the present value of defined benefit obligutions were as follows:
2014 2013
Group scheme Other schemes Total Group scheme  Other schemes Total
£m £m £m Em £&m £€m
At 1 April 163.7 8.1 171.8 137.9 10.6 148.5
Current service cost 3.6 0.4 4.0 38 0.3 4.1
Interest cost T.h 0.5 7.9 6.8 0.3 7.1
Contributions from scheme members 0.2 0.1 0.3 1.0 (ON] 1.1
Actuarial {gains)/losses on liabilities arising
from demographic assumptions (0.9) - {0.9) - - -
Actuarial {gains)/losses on liabilities arising
from changes in financial assumptions - (0.2) {C.2) 7.4 0.8 18.2
Actuariat {gains)/losses liabilities arising from
experience 0.1 {0.3) (0.2) (01 - o
Benefits paid (2.8) (0.2) (3.0) (31 {0.1) (3.2)
Past service cost (10.5) - (10.5)
Contract transfers - 9.9 9.9 - (3.9} (3.9
|at 31 March 160.8 18.3 1791 1637 81 8|
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35 Retirement benefit schemes

The defined benefit obligation of the group scheme is analysed by participant status below:

2004 2013
Em o
Active €91 778
Deferred 49.9 48.6
Pensioners 41.8 37.3
At 31 March 160.8 163.7
Movements in the fair value of scheme assets were as follows:
2014 2073
Group schetEnr: Other scheng: ToEt:.: Group schegn: Cther scherrée:l T;E::
At 1 April 134.0 7.9 141.9 1207 10.7 131.4
Interest income 6.0 0.5 6.5 6.0 0.3 6.3
Actuarial gains ond losses 3.5 (0.3) 3.2 6.3 .5 6.8
Contributions from the
sponsoring companies 3.2 0.4 3.6 36 0.5 41
Contributions from scheme members 0.2 01 0.3 1.0 01 1.1
Expenses paid {0.4) - (0.4) {0.5) - (0.5)
Benefits paid (2.7) {0.2) (2.9) (3.1 ©1 {(3.2)
Contract transfers - 7.8 7.8 - (&}, (&1
At 31 March 143.8 16.2 160.0 1340 75 1419 |
The analysis of the scheme assets at the balance sheet date was as follows:
2014 2013
Group scheglr: Other scherréer: 'roé:: Group scheme Other schen-gi Triztrur:
Equity instruments 55.7 9.9 65.6 591 52 64.3
Debt instruments 31.8 4.8 36.6 3.3 1.9 332
Property 16.2 0.7 16.9 16.1 05 16.6
Other assets 3.2 0.8 4.0 0.8 03 1.1
Alternative assets 36.9 - 369 267 - 26.7
|at 31 March 143.8 16.2 160.0 134.0 7.9 141.9

The pension schemes have invested in property occupied by the group with a fair value of £2.5m (2013 £2.5m)
generating rental of £0.3m (2013: £0.3m). At 31 March 2014 the pension schemes held no Mitie Group plc shares
(2013: nil}, The pension schemes have not Invested in any other assets used by the group. Transactions between
the group and the pension schemes are conducted at arm’s length. N
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35 Retirement benefit schemes

The history of experience adjustments is as follows:

Group scheme

2014 20713 2012 20M 2010

£m £m £m £m £m

Fair value of scheme assets 143.8 134.0 1207 114.5 101.4
Present value of defined benefit obligations (160.8) {163.7) {137.9) (117.5) (108.2)
Deficit in the scheme (17.0) (29.7) (17.2) (3.0} (6.8)
Experience adjustments on scheme liabilities 01 0%y (5.3) (0.5) (01
Percentage of scheme liabilities (0.1)% ()% 3.9% 0.4% 0%
Experience adjustments cn scheme assets 3.6 39 (4.3) (0.7 14.5
Peréentage of scheme assets 2.5% 2.9% (3.6)% (C.6)% 14.3%

Other schemes

2014 2013 2012 20M 2010

&€m Em £m £m £m

Fair value of scheme assets 16.2 7.9 10.7 9.8 615
Present value of defined benefit obligations {18.3) (8.1} (10.8} (9.8) {65.2}
Deficit in the scheme (2.) (0.2} (C.1} - (37
Experience adjustments on scheme liabilities c.3 0.2 0.2 09 (0.7)
Percentage of scheme liabilities {1.8)% (2.8)% {2.0)% (9.2)% 1.0%
Experience adjustments on scheme assets (0.3) 0.5 0.2 (1.3) .7
Percentage of scheme assets {1.9)% 6.1% 1.6% (13.3)% 19.0%

The estimated contributions expected to be paid to the group scheme during the current financial year are £2.8m
(2013: £3.4m) and to other schemes £0.4m {2013: £0.4m).

As at 31 March 2014, contributions of £0.3m {2013: £0.3m} due in respect of the current reporting period had not been
paid over to the schemes.

36 Related party transactions

Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on consolidation
and are not disclosed in this Note.

During the year, the group derived £10.5m (2013: £16.1m} of revenue from contracts with joint ventures and associated
undertakings. At 31 March 201 £7.5m (2013: £2.1m) was outstanding (excluding the loans to joint ventures and
associates included in Note 17).

No material contract or arrangement has been entered into during the year, nor existed at the end of the year, in which
a Director had a material interest.

The group's key management personnel are the Directors and Non-Executive Directors whose remuneration is disclosed
in the audited section of the Directors' remuneration report. The share-based payment charge for key management
personnel was £1.5m {2013: £1.1m}.
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37 Principal subsidiaries

The companies set out below are those which were part of the group at 31 March 2014 and in the opinion of the Directors
significantly affected the group's results and net assets during the year. Principal subsidiaries are incorporated in the
United Kingdom and are held directly o1 indir ectly by Mitie Group ple.

At 31 March At 31March At 31 March
2014 2014 2014
X Voting % COwnership % Nominat
Division Actlvities Principal subsidiaries rights owned interest  value owned
Facilities Qur Facilities Manogement division  Mitie Facilities Services Ltd 100% 100% 100%
Management delivers facilities consultancy, » .
management and service delivery to M't'f:" Cleaning & . 100% 100% 100%
our clients. Services include: Environmental Services Ltd
security, business services, Mitie Security Holdings Ltd 100% 100% 100%
managed services, catering, client  Mitie Technical Facilities
services, PF|, cleaning, londscu_girlg, Management Ltd 90.3% 90.3% 99.85%
pest contrel, as well as the facilities
management led by technology,
engineering and energy
requirements.
Property Our Property Management division  Mitie Property Services 100% 100% 100%
Management offers an integrated property (UK) Led
management service, _|ncludang Mitie Built Environment Ltd 100% 100% 100%
rmechanical and electrical
engineering, energy and more
general facilities management
services in addition to the traditional
services such as maintenance,
refurbishment, painting, roofing,
interior fit-out, fire protection,
plumbing and heating.
Energy Solutions  Our Energy Solutions division Utilyx Ltd 100% 100% 100%
provides the integration, Utilyx Asset Management
management and maintenance Ltd (formerly Mitie Asset 100% 100% 100%
of technical assets to meet the Management Ltd)
2:g:'\i’;ﬁ:smfl:(;ﬁ;°:n‘::;;°§e cign,  Mitie Infrostructure Ltd 100%  100%  100%
generation and certification,
infrastructure projects, building
services and mechanical and
electrical engineering,
Healthcare Our Healthcare division provides MiHomecare Ltd {formerly 100% 100% 100%

high quality homecare in the UK,
delivering a wide range of services
to people who require help and
suppert due to iliness, disability or
infirmity. The business cares for
people via local authority, NHS
and private pay agreements.

Enara Ltd)

The companies listed above represent the principal subsidiary companies of the group. A full list of subsidiary companies
will be annexed to the next Annual Return.
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Company balance sheet

At 31 March 2014

2014 2013
Notes €m £m

Fixed assets
Tangible assets 41 - 0.1
Investments in subsidiary undertakings ui 739.5 714.8
Total fixed assets 7395 7149
Current assets
Debtors 4«3 14.7 286
Total current assets 14.7 28.6]
[Total assets 754.2 7435]
Creditors: amounts falling due within one year 45 (276.9) (255.0)
Provisions 46 (1.2} (1.4)
[Totai current liabilities (2781) (2564
{Net current liabilities (263.4) (2278
[Total assets less current liabilities 476.1 487.1|
Creditors: amounts falling due after more than one year - -
Provisions 4“6 - -
|Toto| non-current liabilities - hl
[Total liabilities (278.9)  (256.4)
INet assets 4761 4871 I
Capital and reserves
Share capital a7 9.3 9.3
Share premium account 48 1mM8.9 108.0
Merger resaerve a8 101.2 976
Share-based payments reserve a8 12.6 10.0
Own shares reserve 48 (37.2) (20.3)
Other reserves 48 0.5 0.4
Profit and loss account 48 2708 2821
|Equitg shareholders’ funds 476.1 4871 |

The financial statements of Mitie Group plc, company registration number SC 19230, were approved by the Board
of Directors and authorised for issue on 19 May 2014. They were signed on its behalf by:

Ruby McGregor-Smith CBE  Suzanne Baxter
ief Executive Group Finance Director
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38 Significant accounting policies

Basis of accounting
The separate financial statements of the Company are presented as required by company law. They have been prepared
under the historical cost convention and in cccordance with applicable United Kingd2m Accounting Standards and law,

As more fully detailed in the Directors’ report, the Company's financial statements have been prepared on a going
concern basis.

The principal accounting policies are summarised below. They have been applied consistently throughout the year
and the preceding year.

Investments
Fixed asset investments in subsidiaries are shown at cost less any provision for impairment.

Tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation and any impairment in value. Depreciation is
charged so as to write off the cost of the assets over their estimated usefut lives and is calculated on a straight-line basis
as follows:

Software and development costs ~ 5-10 years

The carrying values of tangible fixed assets are reviewed for impairment when events or changes in circumstances
indicate the carrying value may net be recoverable. If any such indication exists and where the carrying values exceed
the estimated recoverable amount, the assets or cash-generating units are written down to their recoverable amount.
The recoverable amount of tangible fixed assets is the greater of net selling price and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tox discount rate that reflects
current market assessments of the time value of meney and the risks specific to the asset.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets
that necessarily take a substantial peried of tirme to get ready for their intended use or sale, are added to the cost of
those assets, until such time as the assets are substantially ready for their intended use or sale. All other borrowing costs
are recognised in profit or loss in the period in which they are incurred.

Provisions

Provisions are recognised when the Company has a present obligation as a result of a past event and it is probable that
an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate can
be made of the amount of the obligation. Where the Company expects some or all of a provision to be reimbursed,

for example under an insurance contract, the reimbursement is recognised as a separate asset but only when the
reimbursement is virtually certain. The expense relating to any provision is charged to the profit and loss account, net of
any reimbursement. If the effect of the time value of money is material, provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of money and,
where appropriate, the risks specific to the liability. Where discounting is used, the increase in the provision due to the
passage of time is recognised as a borrowing cost.

Taxation
Current tax is provided at amounts expected to be paid (or recovered) using the tax rates and laws that have been
enacted or substantively enacted ut the balance sheet date.

Deferred tax is provided in full on timing differences that result in an obligation at the balance sheet date to pay maore

tax, or a right to pay less tax, at a future date, at rates expected to apply when they crystallise based upon tax rates

and legislation that have been enacted or substantively enacted at the balance sheet date. Timing differences arise from
the inclusion of items of income and expenditure in tax computations in periods different from those in which they are
included in the financial statements. Deferred tax is not provided on timing differences arising from the revaluation of fixed
assets where there is no cormmitment to sell the asset, or on unremitted earnings of subsidiaries and associates where
there is no commitment to remit these earnings. Deferred tax assets are recognised to the extent that it is regarded as
more likely than not that they will be recovered. Deferred tax assets and liabilities are not discounted.
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38  Significant accounting policies

Financial instruments
Trade receivables are measured at initial recognition at fair value. Appropriate allowances for estimated irrecoverable
amounts are recognised in the profit and loss account where there is objective evidence thet the asset is impaired.

Cash and cash equivalents comprise cash in hand and demand deposits, and other short-term highly liquid investments
that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value.

Interest bearing bank loans and overdrafts are recorded at the proceeds received, net of direct issue costs. Finance
charges, including premiums payable on settlement or redemption and direct issue cests, are accounted for on an
accruals basis in the profit and loss account and are added 1o the carrying amount of the instrument to the extent that
they are not settied in the period in which they arise.

Trade payables are measured at amortised cost,
Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.

Financial assets and financial liabilities are recagnised on the Company's balance sheet when the Company becomes
a party to the contractual provisions of the instrument.

Share-based payments

The group operates a number of executive and employee share option schemes. Equity-settled share-based payments
to employees are measured at the fair value of the equity instruments at the grant date. The fair value excludes the effect
of non-market based vesting conditions. For all grants of share options and awards, the fair value as at the date of grant
is calculated using the Black-Scholes or Monte Carlo models and the corresponding expense is recognised on a straight-
line basis over the vesting period based on the group’s estimate of shares that will eventually vest. At each balance sheet
date, the group revises its estimate of the number of equity instruments expected to vest as a result of the effect of
non-market based vesting conditions. Save As You Earn {SAYE} options are treated as cancelled when employees cease
to contribute to the scheme, resulting in an acceleration of the remainder of the related expense.

Options over the Company’s shares awarded to employees of the Company's subsidiaries are accounted for as a capital
contribution within the carrying value of investments in subsidiary undertakings.

Pensions

Pension costs represent amounts paid to one of the group's pension schemes. For the purposes of FRS 17 ‘Retirement
Benefits’ the Company has been unable to identify its share of the underlying assets and liabilities of the group defined
benefit pension scheme on a consistent and reasonable basis. Therefore the Company is accounting for contributions to
the scheme as if it were a defined contribution scheme. Note 35 to the consolidated financial statements sets out the
details of the IAS 18 'Employee Benefits' net pension liability of £17.0m {2013: £29.7m).

39  Profit for the year

As permitted by Section 408 of the Companies Act 2006 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 2014 of £34.9m
(2013: £44.7m).

The auditor's remuneration for audit services to the Company was £33,000 {2013: £33,000}).

Detailed disclosures of Directors’ remuneration and share opticns are given in the audited section of the Directors’
remuneration repart contained in the consolidated financial staterments.

40 Dividends

2014 2013
Em Em

Armounts recognised as distributions to equity holders in the year:
Final dividend for the year ended 31 March 2013 of 5.7p (2012: 5.2p} per share 20.5 18.3
Interim dividend for the year ended 31 March 2014 of 4.9p {2013: 4.6p) per share 17.6 16.6
381 349
Proposed final dividend for the year ended 31 March 2014 of 6.1p (2013: 5.7p) per share 219 206

The proposed final dividend is subject to approval by shareholders at the Annual General Meeting and has not been
included as a liability in these financial statements,




Strategic Report Governance

Financial

41 Tangible fixed assets

Software and
development

costs Tatal
.. Em
Cost
At 1 April 2013 [oN 01
Additions - -
Disposals (0.1} (01}
At 31 March 2014 - -
Accumulated depreciation
At 1 April 2013 - -
Charge for the year - -
Disposals - -
At 31 March 2014 - -|
Net book value
|At 31 March 2014 - -
At 31 March 2013 0.1 0.1
42 Investments in subsidiary undertakings
Em
Shares at cost
At 1 April 2013 726.5
Additions 225
Capital contribution re share-based payments 26
Disposals (7.8}
At 31 March 2014 743.8 |
Provision for Impairment
At T April 2013 1.7
Impairment -
Disposuals (7.4)
|At 31 March 2014 43|
Net book value
[At 31 March 2014 739.5 |
At 31 March 2013 714.8

Details of the acquisitions in the year are provided in Note 31 of the consolidated financial staternents and a listing of

principal subsidiaries in Note 37. The cumulative cost of non-compete agreements included in investments is £4.6m

(2013: E4.6m).

Disposals in the period relate to the voluntary strike-off of dormant subsidiaries within the group.
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43  Debtors
2014 2013
£m €m
Amounts cvred by subsidiary undertakings 7.3 12
Other debtors - Q.4
Prepayments and accrued income 31 38
Deferred tax asset (Note 44) 03 0.2
I 6.7 28.6]
The Directors consider that the carrying amount of debtors approximates their fair value,
44 Deferred tax
£€m
Deferred tax asset at 1 April 2013 {Note 43} 0.2
Charge to the profit and loss account 01
Deferred tax asset at 31 March 2014 03
The closing balance is analysed as follows:
£m
Depreciation in excess of capital allowances -
Short-term timing differences -
Share-based payment timing differences 0.3
Deferred tax asset 0.3 1
45  Creditors: amounts falling due within one year
2014 2013
£m €m
Overdraft 98.1 80.2
Trade creditors 1.2 1.2
Amounts owed to subsidiary undertakings 148.0 157.5
Other taxes and social security 151 Q.4
Accruals and deferred income "9 95
Corporation tax 26 6.2
276.9 255.0

The Directors consider that the carrying amount of creditors approximates their fair value.

The Company's bank overdrafts are part of the group’s banking arrangements and are offset against credit balances

within the group. The Company has adequate liquidity to discharge all current obligations.

For details of group borrowings, see Note 24,
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46 Provisions
Deferred
contingent
consideration Total
Zin £m
At 1 April 2013 14 14
Other movements in the year 0.2y (0.2)
|At 31 March 2014 12 1.2]
Falling due within one year 1.2 1.2
| 12 1.2
The deferred contingent consideration relates to the purchase of non-controlling interests.
47  Share caopital
Number
Ordinary shares of 2.5p million £m
Allotted and fully paid
At 1 April 2013 3701 9.3
Issued for acquisitions 2.3 -
Share buybacks (2.9} (0.1)
lssued under share option schemes 4.0 0
At 31 March 2014 3735 9.3
At 1 April 2012 361.9 9.0
Issued for acquisitions 4.5 Q.2
Issued under share option schemes 37 o1
At 31 March 2013 3701 9.3

Details of movements in share capital during the year are provided in Note 29 of the consoclidated financial statements.
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48 Reserves

Share Shaore-based Prafit
Share premium Merger payments Own shares Other ond loss
copitul account reserve reserve reserve reserves account Total
T T Tm £m Cm m Tru £€m
At beginning of year 9.3 108.0 97.6 10.0 (2.3} C4 2821 487.1
Shares issued 04 10.5 36 - - - - 14.6
Purchase of own shares - - - - (19.8) - - (19.8)
Share-based payments - - - 26 29 - (0.7) 4.8
Profit for the year - - - - - - 349 349
Share buybacks (©.9) - - - - 0.1 (7.4) (7.4)
Dividends paid
to shareholders - - - - - - (38.1) (38.)
Balance at
31 March 2014 9.3 17M8.9 101.2 12,6 (37.2) 0.5 270.8 4761

49  Contingent liabilities

Details of contingent liabilities have been given in Note 32 of the consolidated financial statements.

50 Share-based payments

Equity-settied share option schemes
The Company has six share option schemes as described in Note 34 of the consolidated financial statements.

The Company recognised the following expenses related to share-based payments:

2004 2m3

£m £m
Discretionary schemes 2.4 16
Non-discretionary schemes - -
| 2.4 16

The fair value of options is measured by use of the Bluck-Scholes and Monte Carlo models. The inputs into the
Black-Scholes and Monte Carlo models are as described in Note 34 of the consolidated financial statements,

51 Related parties

The Company makes management charges to all of its subsidiaries, whether they are wholly-owned or otherwise, and
receives dividends from its subsidiaries, according to their ability to remit them. Other details of relazed party transactions
have been given in Note 36 of the consolidated financial statements.
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Shareholder information
Results Dividend reinvestment plan (DRIP)
2015 Interim management statement 11 August 2014 Mitie hos set up a dividend remvestment
plan (DRIP) to enable you to build
2015 Half-yearly results 17 November 2014 o shareholding by using your cash
dividends under a standing election to
Dividends buy additional shares in Mitie. If you
— - would like to receive further information,
2014 Half-yearly dividend 4.9p paid 3 February 2014 including details of how to apply, please
201 Fingt dividend 6.1p (proposed) ~  callCapita Asset Services on 020 8639
20% Final ex-dividend date 25 June 2014 3‘*0-_’-1 or C?l"tﬂct(‘;hef'f by Se"fiﬂg an
1o TQ.CO.UK.
2014 Final dividend record date June 201, oo sharestiicopltacoy
- — Mitie online share portal
2014 Final Al 2014
074 Final dividend payment date 6 August 20 Mitie has launched a shareholder
20 Final dividend last date for receipt/ portal where shareholders can register
revocation of DRIP mandate R2July 207 gndcan:
2 access information on shareholdings
2074 Annual General Meeting and movements;
2014 Arnual General Meeting 9.July2014 = update address details;

Company details

Mitie Group plc

1 Harlequin Office Park
Fieldfare

Emersons Green
Bristol

BS167FN

Telephone: 0117 970 8800
Fax: 017 3014159

Email: group@mitie.com
Website: www.mitie.com

Registered number: SC 19230

= view dividend payments received and
register bank mandate instructions;

- sell Mitie shares;

=+ complete an online proxy voting
form; and

- register for e-communications allowing
Mitie to notify shareholders by email
that certain documents are available
to view on its website. This will further
reduce Mitie's carbon footprint as well
as reduce costs.

If you wish to register, please sign up at
www.mitie-shares.com.

Registrars

Capita Asset Services
The Registry

34 Beckenham Road
Beckenham

Kent

BR34TU

image removed

Telephone: 0871664 0300™
Website: www.mitie-shares.com

Designed and produced by Radley Yekdar | www.ry.com
Photography by Ed Robinson.
Printed by Park Communications on FSC® certified paper.

Park is on EMAS certified company and its Erwironmental
Management Systern is certified to IS 14001,

100% of the inks used are vegetable oil based, 95% of press
chemicals are recycled for further use and, on average 99%
of any wasie associated with this producticn will be recucled,

This document is printed on Qiin, a paper containing 100% virgin
fibre sourced from well - marnaged, responsible, FSC® certified
forests. Some pulp usedin this product is bleached using an
elemental chiorine free (ECF) process ond some using a totally
chlorine free (TCF) process.
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* calls cost 10p aminute plus network extras, lines are open %.00am - 5.30pm Mon - Fri

Corporate website

This report can be downloaded in
PDF format from the Mitie website,
which also contains additional general
information about Mitie. Please visit
www.mitie.com.
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