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Mears 15 the leading social housing
repairs and maintenance provider i
the UK and a growing presence in the
domiciliary care market

Our business s focused on the social
housing and community sector where
we bning the highest standards of
care to people, therr homes and

their communrties

In partnershtp with our clients, our
6,000 employees maintain, reparr and
upgrade people’s homes and support
the wider community — much-needed

work that improves quality of Iife for
hundreds of thousands of people n the
UK. We carry out repairs each day to
hundreds of thousands of homes
nationwide and we work in
communities as diverse as inner city
estates and remote rural viflages

Our philosophy 1s simptle

to make
people smile.
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Our values

We value,

our customers and communities,
putting the needs of our clients and
tenants at the heart of everything we do

We value teamwork,
supporting each other, sharing 1deas
and never excluding others

We value personal responsibility,

setting and achieving consistently high
standards in gour work and our conduct
and never adopting a negative attitude

We value innovation,

being inventive in our approach
and never allowing conventional
thinking or bureaucracy to get in
the way of delivering to our chents
and tenants
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Our business

TURNOVER £M

® Social Housing {(£205 6m)

@ Care (£28 7m)

® Mechamical and Electrical {£61 2m)
#® Other (£9 2m)

OUR GROUP COMPANIES

Social Housing

Care

Mechanical and Electrical
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Mears’ success

has been built on

the ability and
commitment of our
people and their
desire to serve
customers to the best
of their abilities.

Boh Holt, Chairman

® Full, directly employed repairs and maintenance service
® Gas senacing and installation

@ Extensive planned capital maintenance expenence, including
Decent Hames

& Commumnity and environmental improvement work

Hourly care

® Flexble hourlg care service providing dallfy wisits from a
minimum of half an hour up 1o four or five wisits a day,
365 days of the year

Lve-in care

® Fully trained and carefully sefected live-in carer as a flexible
choice for people who need round-the-clock care, ar support,
but who do not want 1o go mto a nursing or residential homa

® Full in-house design and design and build service

® Experts in major Residential, Educational and
Health developments

® Complex Logistical solutions

® Response and planned preventative mantenance
post installation service

® Fault finding service
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Our vision:;

is to make a positive
difference to the
communities we serve
by improving homes,
neighbourhoods

and lives.

We do this by constantly striving to achieve
the highest levels of customer satisfaction,

-efficiency and effectiveness Our approach

1s based on the development of outstanding
partnerships with employees, clients, tenants
and the wider community Success enables us
to create great opportunities for cur employees
and sustainable value for our shareholders
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About us:
some things you may
not know about Mears

*» We employ over 6,000 people

s We work for over 70 Local
Authorities and social landiords

e We maintain over 500,000 Social Homes

¢ We employ over 2,000
professional carers

s Over 70% of tenants
rate our service as excellent

e Over 50% of Mears employees volunteer
to help out in the community

s We hold the Tenant Participation

Adwvisory Service (TPAS) quahty mark
for resident involvernent

s 90% of our staff are recruited from

the communities in which we work

* We have been an ‘Investor in People’

for over ten years
e We are an Age Positive employer

e We are becoming a carbon
neutral company

¢ We recycle over 50% of our waste

¢ We hold the RoSPA Gold Award

for health and safety
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Social Housing

WHY CHOOSE MEARS SOCIAL HOUSING?

Quistanding customer senvice levels putiing tenants
at the heart of the service

Added value community improvement work

Leading repars and mamtenance prewvider

Focused on partnening with chents and the supply chain
In-house IT expertise from hand helds to asset management
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From Decent Homes
to decent communities

Track record of eperational nnovation to smprove efficency
and serwice

Call centre expertise

Directly employed and trained workforce
Sustainable solutons

Extensive TUPE experience
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Care

WHY CHOOSE CAREFORCE?

Quality service delivery

Investment in partnenng

Highly trained staff

Commitmeni to local communities

Excellent supenvtsion and management capability




MEARS GROUP PLC
Annual repert and accounts 2007

Mechanical
and Electrical

WHY CHOOSE HAYDON?

Haydon has a track record in delivery of major residential
commercial, education and healthcare projects

Full In-house design and design and tnstallation service

High levels of mnovation and engmeering experuse m the
niche residential market

Experienced in parinership working

Expertise 1n delivering sustainable solutions to the highest
environmental standards

Excellent aftercare service
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Combining technical
expertise with
customer service
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Corporate social
responsibility:
our four goals

OUR FOUR GOALS ARE

To improve the lives of vulnerable people

To help bwld commurity cohesion
and integration

To provide career opportunities
to those needing them the most

To be a positive contributor
to the environment

In 2007 our staff delvered over
13,000 hours of community work

with 50% of staff actively volunteering
We supported over 220 different projects

e 45 schools have recerved direct support
from us

e 2,200 people in 55 community centres,
homeless centres and hospices have
had their facilities improved

# 183 youngsters have been given work
experience and/or taken part in one
of our apprenticeship schemes

e 1,000 children have recewved
information on safety at home
through our Mr Menda campaign

¢ 100 children have had thewr reading
skills improved through our reading
buddies scheme

s £100,000 of fund raising has helped
various chanties




Mears' commuiment to environmental 1ssues Is reflected in this
annual report 1t has been printed on Revive 100 Offsel which
1s 100% recycled from post consumer waste

This document was printed by Beacon Press using pureprnt,
their environmental print technology which miminuses the
impact of pninting on the environment  All energy used comes
from renewable sources, vegetable based inks have been
used and 94% of all dry waste associated with this product:ion
has been recycled The printer s a carbon neuiral company

Both the printer and the paper mull are regstered to ISO 14001
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Tet 31453 511 911
www mearsgroup co uk




Making people smile

IN WORDS

MEARS GROUP PLC
Annual report and accounts 2007

COMPANY REGISTRATION NUMBER
3232863




Mears 1s the leading social housing
repairs and mamtenance provider in
the UK and a growing presence in the
domicihary care market

Our business s focused on the social housing
and community sector where we bnng the
highest standards of care to people, theirr
homes and theirr communities

In partnership with our clients, our 6,000
employees maintain, repair and upgrade
people’s homes and support the wider
community - much-needed work that
improves quality of life for hundreds of
thousands of people in the UK We carry out
repairs each day to hundreds of thousands
of homes nationwide and we work

In communities as diverse as inner city
estates and remote rural villages

Our philosophy 1s simple

to make

people smile.
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Highlights
OPERATING PROFIT
OPERATING PROFIT o
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Our business

ABOUT Us

Mears I1s the leading social housing repairs and
maintenance provider in the UK and a growing
presence in the domialiary care market Mears

also has a mechanical and electrical division We're an
ambitious company with a powerful vision, operating
In a growing market, with an excellent financial base,
strong management, great people and excellent clients

Timeline 2007

AFRIL 2007 JUL 2007 SEPT 2007

Acquisition of Three additonal bolt-on Acqimsition of

Careforce Group plc Care acquistions Social Housing contracts
4,000 hours of care from Makers UK Limited
per week
AUG 2007
Welwyn contract
awarded worth

£i68m over 15 years
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More than 6,000 people work here and together with our clients, we mamntain,
repair and upgrade people’s homes and support the wider community — much
needed work that improves quality of life for hundreds of thousands of people
in the UK We carry out more than 3,000 repairs each day to 500,000 houses
nationwide and we work in communities as diverse as inner city estates and
remote rural villages

Our customer service philosophy 1s simple we want to make people smile

Our results in 2007 underline the financial and operational strengths
of this Group

SOCIAL HOUSING
® Full, directly employed repairs and maintenance service
® (as servicing and installatron

® Extensive planned capital maintenance experience including
Decent Homes

® Community and environmental impravemnent work

£205.6M

TURNOVER

CARE

® Flexible hourly-care service prowiding daily visits {rom a
minemum of half an hour, up to four or five wisits a day,
365 days of the year

® Live-in care

® Fully trained and carefully selected hive-in carer as a flexble choice
for people who need round-the-clock care, or support, but who
do not want to go mte a nursing or residential home

£28./M

TURNOVER

MECHANICAL AND ELECTRICAL
® Full in-house design and design and build service

@ Experts tin major Residental, Educational and
Health developments

® Complex Logistical solutions

® Response and planned preventative maintenance
post installation service

t61.2M

TURNOVER
QCy 2007 NOV 2007 DEC 2007 DEC 2007
Three addrtional bolt-on Midland Heart HA Hertfordshire and Birm:ngham Criy Couned

Care acquisitions,
10 000 hours of
care per week

contract award for
£50m over ten years.

NOV 2007
Sedgefield BC
partnershup for £89m
over five years

Rotherham Care contract

awards for £34m over
seven years

DEC 2007

Two addiwional bolt-on
Care acquisstions
10,500 hours of care
per week

contract award for £65m
over five years
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Summary of Chairman’s
statement

® THERE REMAIN EXCELLENT PROSPECTS IN
SOCIAL HOUSING WE HAVE DEMONSTRATED
IN 2007 THAT THERE IS REAL DEMAND
FOR LARGER LONGER TERM CONTRACTS,
WHICH PLAY TO OUR STRENGTHS AS A
LEADER IN THAT MARKET

® OVER £500M OF NEW BUSINESS
BEING SECURED ACROSS THE GROUP,
WHILE RETAINING OUR STRATEGY OF
FOCUSING ON QUALITY CONTRACTS WITH
PARTNERSHIP PRINCIPLES AT THEIR HEART

® GOVERNMENT POLICY, WHICH BOTH
EMBRACES INVESTMENT IN COMMUNITIES
AND ONGOING PUBLIC PRIVATE SECTCOR
PARTNERSHIP CONTINUES TC GENERATE
NEW OPPORTUNITIES

® QUR INVESTMENT [N PEOPLE, IT AND
OPERATIONAL BEST PRACTICE ENSURES
THAT WE HAVE THE CAPABILITY TO MAKE
THE MOST OF THE GROWTH OPPORTUNITIES

ORDER BOOK GROWTH \(3
M
(M) o
1400
oo 1120 r\
ws N
__ 50 |

0 04 05 06 o7
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Chairman’s statement

| am dehghted to announce another record year

in both turnover and profitability All business
segments achieved record results and are well placed
to continue bulding on our success i 2008 Since
joining the Alternative Investment Market this 1s our
twelfth consecutive year of profitable growth and we
have delivered compound growth in profit before tax
pre amortisation of 40% over that period

tn the year ended 31 December 2007, turnover was
up 26 2% to £304 6m (2006 £241 4m) Operating
profit before amortisation was up 36 5% 1o £17 1m
{2006 £12 5m) Drluted normahsed earmngs per
share was up 20 3% to 16 40p (2006 13 63p)

We now employ 6,000 pecple, which i1s more

than double a year ago

| am particularly pleased by the performance of

our Development Team, with over £500m of new
business being secured across the Group, while
retainang our strategy of focusing on qualty contracts
with partnership principles at their heart We have an
order book of £1 4 billion and have already secured
97% of consensus forecast turnover for 2008 and
77% for 2009

The strategic acquisition of Careforce in Apni 2007
allowed the Group ta gain a foothold in the
domicihary care market and has been followed

by eight smaller acquisiions™, giving us the
foundation for achieving market leadership**

The post acquisition integration has gone well

and the Careforce team are working closely with
their Mears colleagues One of our first actions has
been to bring Mears experience of tendering and

bid management to improve the Careforce tender
submissions In addition we have invested significant
resource into both the IT and accounting systems and
the Careforce workforce development and training
programmes It 1s the quahity of our care workers

by which our service will be judged

*In 2007 and a further two acguisitions in 2008
** The latest acquisition has seen an extension of cur care to
cover those with learning difficuties which gives us scope
for developing a natonal cHenng
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2007 has been a very good year for Mears and

| am grateful to all Mears employees for their
tremendous work. 2008 and beyond looks even
brighter for our customers, our staff, our partners
and our investors. | have personally never been
more excited about, nor committed to,

the future of this Group.

We see the social serwces domicibary care market
being in a simitar positian to where the social
housing market was some seven years age | beheve
that a Mears-style care provision will be a competitive
and efficient force in a rapidly evolving market and

| am determined that Careforce will be the quahty
offering and the partner of choice We have already
established our first partnership serving both the
domicihary care and housing repair needs of a

single community In Wigan

DEVELOPMENT SUCCESS BUILT ON PARTNERING
A return ta bidding on a highly selective basis has
yelded immedsate returns for Mears Particularly
pleasing have been new major wins n Birmingham,
Sedgefield and Midlands-based Midland Heart,

as well as secunng a 15 year partnership with
Welwyn Hatfield District Counall We have been
working in Welwyn and Hatfield for the fast six years
and this new contract, worth over £168m, reflects
the success of our partnership approach In total over
£400m of new Soaiai Housing business was won in
2007 Qur Care business has also seen significant new
wins including Wigan and Hertfordshire Moreover,
we have seen our Mechanical and Electncal division
secure record new contracts estabhshing itself as
one of the most successiul contractors of its type

| would like to take this opportunity to thank all
our partners for their support in 2007 We apply
the principles of partnerning across our supply chain
which has been significantly rationalsed in 2007
down to a small group of partners with whom

we share similar aspiratons

PEOPLE

Mears success has been bullt en the ability and
commitment of 1ts people and their desire to serve
custemers 1o the best of therr abihues We have again
increased our customer satisfaction levels in 2007,
with 98% of tenants regarding our service as
satisfactory whilst over 70% of those regard our
service as excellent Both measures substanually
exceed reported average satisfaction levels for the
market as a whole Our people continue to make

a real difference to the communities in which they
work Once again we recognise the outstanding
contribution of our employees highhghted by the
achievements of four people each representng therr

colleagues across the Group they are Paul Martin,
Chris Seror and Luke Brownbridge, all from our
new Scunthorpe branch each awarded the Mears
Customer Service Champion of the Year Award
and Jayne Corneli from Careforce who won our
Carer of the Year Award

Development of our people remains a top prionty
for Mears | am pleased to welcome both Dawid Miles
and Andrew Smith to the PLC Board David joined
Mears in 1996 and has led our Social Housing
division for many years Andrew has exght years’
experience with Mears and 15 a further example

of Mears developing 1ts own talent for the future
Andrew takes over from Dawid Rebertsen who s
stepping down from the role of Group Finance
Director We signalled this change 1n August of
iast year Dawid has been an integral part of Mears
success and | do not believe that we would have
been so successful in our early years without his
skills and commitment Dawid will be missed by
myself and all his celleagues 1 wish him and

Lenda a long and heaithy retirement

In the year we have welcomed into the Group

in excess of 3,000 employees from the domicthary
care sector We are committed to building a leading
positton in this sector Mike Rogers the founder of
Careforce, joined the PLC Board in Apni 2007

| alse welcome Peter Dicks and David Hosein to
the PLC Board as Non-Executive Directors Their
experience will be invaluable through the next
stage of our development

IMPROVING COMMUNITIES IS PART OF OUR DNA
Those who have read prewious commentary from
me will know the importance | place on corporate
socal responstbhility Our community work 1s second
to none with over 50% of our staff volunteening
their time to help schools, community centres
homeless facilives, training and work experience
provisicn and environmental improvement projects
Our work here 15 ahigned to our Group strategy
By building strong community inks, we build
relationshups and understanding wath these communities
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We see the social services domiciliary care
market being in a similar position to where the
social housing market was some seven years ago.
| believe that a Mears-style care provision will
be a competitive and efficient force in a rapidly
evolving market and 1 am determined that
Careforce will be the quality offering and the
partner of choice. Demographic trends, as well
as the political and social, for people to stay in
their own homes when they get older will
continue to drive growth in this sector.

IMPROVING COMMUNITIES IS PART OF OUR
DNA CONTINUED

By encouraging our staff 1o make a personal
commitment we see people taking on new
challenges mncreasing job satisfaction and indeed
making a difference to the communittes in which
they often live 1t was bard to choose the best overall
comenunuty project that Mears supported in 2007,
given that there were over 220, but congratulations
go to our Wycombe branch for therr work with

the homeless

A STRONG POSITION IN GROWTH MARKETS

The outlook 1 outined a year ago remains unchanged
There remain excellent prospects in Secial Housing
We have demonstrated in 2007 that there 1s real
demand for larger longer term contracts which

play to our strengths as a leader in that market

The political and economic climate 1s not one that
will undermine the social housing sector and indeed
the 2007 Comprehensive Spending Review outlined
significant increased investment to address underlying
demand 1ssues and moreover set an agenda for
efficiency which 1s good for us Given our scale,

our focus on customers and their communities

and the quality of people we employ, we are well
placed to benefit from these opportunities

The UK care market 15 also one with signuficant
growth potential Demographic trends, as well

as the poliucal and social, for people to stay in
their own homes when they get older will continue
to drive growth in this sector | also expect to see
changes in procurement practices that wll increase
service quality and will provide opportunities for
orgarisations hke Mears, which have the reputation
and the night skills to detiver the services required
efficently effectivety, with empathy

OUTLOOK

2007 has been a very good year for Mears and | am
grateful to all Mears employees for ther tremendous
work 2008 and beyond looks even bnghter for our
customers, our staff our partners and our investors

| have personally never been more exated about

or commutted 1o, the future of this Group

Our order book 15 at record levels with a very healthy
new business pipeline Government policy which
both embraces investment in communities and
ongoing public private sector partnership continues
to generate new opportunities Our investment in
people, IT and aperational best practice ensures
that we have the capability to make the most

of the growth opportunities

BOB HOLT
Chairman
10 March 2008
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Case study:

Social Housing —
Cross Keys Homes,
Peterborough

CONTRACT SCOPE
Mears onigmally won a Decent Homes Contract in 2004

Additional contracts have since been won for external and internal decoration
and carpentry repairs, environmental improvement works and also for gas
servicing and maintenance The contract covers 10,000 properties

ACHIEVEMENTS
Contract delivery running 15 months ahead of target

Efficiency savings of £1 Zm for the clent

Through invelving tenants in deaision making savings of £350,000 have been made
Success has led to addiional work berng won

Defect rate of 0%

Customer satisfaction of 97%

Kitchen, bathroom and central heating nstallatton completed in twelve days

Mick Leggett, Chief Executive of Cross Keys Homes said

“When Cross Keys Homes began we set out very clearly that we were more than just about
delivering decent homes When we choose any of our partners we want them to share in
our aspiration of motivating people, giving hope and improving lives Mears whole culture
15 one of going beyond that of just being a2 normat contractor to one that works within
and for the community | know that with Mears as part of our "team’ we are working
toward Cross Keys Homes driving forces of ambition, challenge and spirt *

Mick Leggett
Expected Actual
Pre Mears for Mears 2007
Customer satisfaction 93 0% 97 0% 98 7%

% Jobs completed on time 93 0% 95 0% 99 1%
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EVERYDAY WE CARRY OUT

3,000

REPAIRS

NUMBER OF EMPLOYEES

6,000

TODAY
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Operating and
financial review

Summary of operating
and financial review

® TURNOVER UP 26 2% TO £304 6M

o OPERATING PROFIT PRE AMORTISATION
UP 36 5% TO £17 1M

® NORMALISED DILUTED EPS UP 20 3%
TO 16 40P

» ORDER BOOK NOW STANDS AT
£1 4 BILLION

® THE GROUP CONVERTED INTO CASH
92 9% OF OPERATING PROFIT BEFORE
AMORTISATION INTO OPERATING
CASH FLOW

o WITH OVER 50% OF OUR STAFF
PARTICIPATING IN COMMUNITY
IMPROVEMENT PROJECTS, MEARS
HAS ONE OF THE HIGHEST LEVELS
OF VOLUNTEERING OF ANY COMPANY
OF ITS SIZE IN THE UK OVER 132 000
HOURS OF COMMUNITY WORK WAS
UNDERTAKEN, WITH OVER 220 INDIVIDUAL
PROJECTS

In the year 1o 31 December 2007 we grew turnover
to £304 6m (2006 £241 4m), an ncrease of 26 2%
The Domiailiary Care division contributed £28 7m of
this growth which was predominantly generated
through acquistuon

OPERATING RESULT

We achieved an operaung result befare amortisation
of £17 1m {2006 £12 5m), a 36 5% sncrease

All business segments reported increased operating
margins The Group increased operating margin
before amortisation from 5 2% i 2006 to 5 6% n
2007 Even after excluding the marg:n enhancing
Care acquisiton, the margmn shows an increase in
2007 to 5 5% on a hke-for like basts We are now
benefiting from the significant investment made

N our n-nouse information technology platiorm
which has helped to further enhance financiat control
throughout the business We continue 1o invest m our
infrastructure ahead of the projected organic growth
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Case study:
Careforce — Rotherham

Careforce has an excellent reputation as a high quakity service provider in
Rotherham The branch currently provides over 2,000 hours of care a week
to over 250 citizens of Rotherham living in their cwn homes

Our contract with Rotherham Metropolitan Borough Council expires on 31 March 2008 and as a result
we have had to tender for the new cantracts at the end of 2007 The Borough adopted a commissioning
strategy which had a defined outcome to reduce the number of domicihary care prowiders from around
14 to a maximum of seven

There were seven contracts awarded to only four providers Careforce secured three of these contracts
As defined in the Borough s commussioning strategy this was the maximum number of contracts which
could be awarded to any one provider

This award has secured our position as the largest care prowider in Rotherham for the next three to five years
The volume of business will increase by approximately 15% in April 2008 with antiapated organic growth
of a further 10% 1n year one of the contract

One of the key factors which led to our success in this Borough 1s the consistently
high quality of the service delivery The quotes below have been extracted from
the most recent Quality Audst undertaken by the branch

“The service given to my brother 1s very good — thank you ~
“No complaints whatsoever, very helpful indeed ~

"l am extremely happy with my carer, she s excellent, a breath of fresh air”

CAREFORCE — ANTi-FALL SLIPPERS CAMPAIGN

Careforce has been actively promoting the importance of safety within the service users’
homes Recently, in Rotherham we provided all of our service users with specially designed
shppers This 15 1n response to the Government's drive to reduce the number of falls within
the home lll-fitting shppers were identified as a cause of a significant percentage of falls
This iniative was welcomed and greatly supported by our chient

Kathryn Turner Hague, age 53, suffers from severe
arthritis and 1s cared for by our Retherham branch
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We are now benefiting from the significant
investment made in our in-house information
technology platform which has helped to further
enhance financial control throughout the
business. We continue to invest in our
infrastructure ahead of the projected

AMORTISATION OF ACQUISITION INTANGIBLES
The Group carried out ten acquisitions dunng the
course of 2007 which created intang:bles amounting
1o £12 9m which will be amortised over their useful
economic life This resulted in a charge of £1 5m In
2007 (2006 £0 3m} The excess of purchase price
over the fair value of net assets 1s capitalised as
goodwill and under IFRS 1s not amortised, however
1t will be subject to an annual imparment review

SHARE-BASED PAYMENTS
The share-based payment charge in 2007 was
£0 6m (2006 £0 5m})

FINANCE COSTS

The Group again maintained its broadly neutral
cash position throughout the twelve months to

31 December 2007 and suffered a net interest
charge of £0 12m (2006 1ncome £0 01m)

The Group’s focus on tight working capital control
remains a cornerstone of our offering given the
tremendous scale of growth encountered dunng
the later part of 2007 and continuing into 2008

TAX EXPENSE

£4 7m has been provided as a tax charge,

an effective rate of 30 4% (2006 17 3%)

This 1s marginally hugher than the standard
rate of 30% as a result of adjustment for
amortisation of acquisition intangibles, depreciation
and share-based payments The effective rate 1s
higher than in 2006 as the comparative period
benefited from an exceptional fevel of employee
share option exercises in a single perod

organic growth.

EARNINGS PER SHARE (EPS}

The normalised diluted EPS pre intangible
amortisation and incorporating a full corporation
tax charge of 30% shows an increase of 20 3%
nsing to 16 40p from 13 63p

DIVIDEND

The dividend increase 1s in line wath aur earnings
growth A final dividend of 2 Sp per share 15
proposed which combined with the 1 1p interm
dividend gives a total dividend in the year of 4 Op
per share (Z00E& 3 3p) The final dividend has

not been recogrised within the preliminary
announcement as 1t did not represent an
obligation at the balance sheet date

The dividend 1s payable on 2 July 2008 to
shareholders on the register on 13 June 2008

BORROWINGS, CASH FLOW AND TREASURY
Group net cash posion at 31 December 2007 was
£15 3rn, up from £11 9m at the start of the year

The cash flow posiion continues to underline our
strength as a business The Group converied inte
cash 92 9% of operating profit before amortisation
nto operating cash flow {2006 99 4%)

The Group used £28 4m to fund the acquisiion

of Careforce Group PLC (Careforce} together with
further bolt-on acquisrtions The Group financed

this by raising £24 2m by way of placing 7 5m shares
with the balance of £4 2m being financed through
working capital A sum of £3 5m was invested in
new techinology and operationat bases The Group
benefited from the exercise of options in 2007 by
some £1 4m
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Case study:
Social Housing
— Welwyn Hatfield

PUTTING TENANTS AT THE HEART OF THE BUSINESS

Mears was appointed as the sole preferred partner of Wehwyn Hatfield Borough Council in 2007 The new
contract which encompasses the Council’s full scope of works induding Responsive Repais and Vod
and Decent Homes Refurbishments 15 worth a mimmum of £11 2m per annum for a 15 year period

The contract was won on the back of the completion of a successful five year partnershup between Mears
and the Councll and a bid that placed tenants at the heart of the partnership The 15 year term offers

an opportunity 1o develop unprecedented levels of innovation and added value 1o the serwce provisicn
and to make a considerable Jong term investment in tenants the housing stock, and the communities
of Welwyn Hatfield

As a part of this new contract Mears have taken partnering to a new level threugh investment v

a co-located bulding at Hydeway in Welwyn Hydeway was a derelict bullding that has been empty
for many years Vandalised continuously, this old factory and warehouse site was an eyesore located
in the heart of Welwyn Garden City

The newly refurbished facility includes

Offices for the Tenant Panel, Council staff and Mears
A state of the art call centre including out of hours
A training suite

A kitchen manufactunng factory

Warshouse facilities for our stores partner Wolseley
Storage and offices for our supply chain partners
Kitchen and bathroom showrooms

A joinery shop

A Mears Foundation training centre

A furniture recycling chanty

This facility will be the platform for Mears to delver first rate service to the residents of Welwyn and Hatfield
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This acquisition gave the Group a significant
foothold within the domiciliary care market from
where it has continued to grow both organically

ACQUISITION

During the year the Group expanded into
domiciliary care initially, through the acquisiuon

of Careforce for a 10tal consiaeration of £23 8m

This consideration comprised of £12 2m of cash with
the balance settled by the issue of 3 3m Mears shares
in exchange for existing Careforce shares A further
£5 6m was used 1o settle the debt facihity held

by Careforce This acquisition gave the Group a
significant foothold within the domicihary care
market from where 1t has continued te grow

both organ:cally and through acquisition

The Group carried out a further eight domiciliary
care acquisitions strengthening our national
coverage of this market The entire share capital

of each business was purchased for 2 combined
cash consideration of £10 6m {including costs)

All acquisitions were structured on a similar basis
typically on a multiple of between four or five times
EBITDA Further consideration of £3 Om 1s deferred
subject to meeting future performance targets

The domiahary care business s performing in line
with our expectations and ended the year with a run
rate m excess of 75 000 hours per week an increase
of some 50% on the onginal Careforce business

The Group also acquired the Social Housing contracts
from Makers UK Limited for a nominal consideration
An additonal payment of £1 3m was made to
acqinre the work 1n progress at book value

and through acquisition.

ORDER BOCK

The visibility of our earmings continues to improve
with in excess of £500m of new work beng secured
in 2007 Our order book now stands at £1 4 billon
(2006 £1 1 billien) The element of market forecast
turnover secured for 200815 37% and 77% for 2009
We continue to place great emphasis on winning
good quality contracts that can prowvide clear and
sustainable margins

BALANCE SHEET

Total shareholders equity vaiue rose by £44 7m to
£82 7m at 31 December 2007 The increase in net
assets 15 due to retained profits and the shares issued
in the year Significant movements in the balance
sheet are

#® the Group recogrised £33 Om of goodwill
and £13 1m of intangible assets predominantly
relating to the acquisition of Careforce and
additional eight bolt-on domiciliary
care acguisitions,

@ trade and other recewvables at 31 December 2007
were £51 6m, an tncrease of £11 3m of which
£6 im was due to the nclusion of the
acquisitiens, and

® trade and other payables at 31 December 2007
were £52 dm, an increase of £10 2m of which
£6 2m was due to inclusion of the acquisitions
and £2 8m of deferred consideration that has
now fallen payable in less than one year
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We have achieved a number

of major successes, winning contracts

MAJOR CONTRACT WINS AND MOBILISATIONS
We have achieved a number of major successes
winning contracts valued at in excess of £500m

in total over the last tweive months

SOCIAL HOUSING CONTRACT WINS

We won a ten year contract, worth £50m, to carry
out respense and repairs work for Midiand Heart
Housing Association Midland Heart Is one of the top
ten housing and regeneration groups in the country
and the largest based in the Midlands The contract
mobilised in December 2007

We were awarded the 15 year sole partner

contract with Welwyn Hatfield Distnct Council

to deliver their entire housing maintenance and
improvement programme This 1s worth a minimum
of £168m over 15 years but further negotiated works
could see that nise We have been working in Welwyn
and Hatfield since 2001 This award demonstrates
the value of choosing customers with a strong
partnerstup ethos and represents the biggest sole
partner contract award in Mears history

We were successful 1n winning a major new £89m
partnership contract in Sedgefield in the North East
of England The contract term s five years with a
possible two year extension This strategic partnership
covers all aspects of housing repairs, maintenance
and Decent Homes across the 8,500 properties in
Sedgefield Borough Counal with 170 existing
Sedgefield employees having transferred to Mears
The contract mobilised in February 2008

valued at in excess of £500m
in total over the last 12 months.

We were successful in obtaining a flagship contract
worth £65m with Birmingham City Council to provide
responsive repairs and voids refurbishment in the
Northern area of the City The work will encompass
the transfer of over 300 staff and itwill last for an
imtial peried of four and a half years with an option
to extend to a full term of seven years This win
follows an extensive tender process, lasting over

six manths through which Mears was able to
demonstrate service and efficiency benefits for both
the Counal and the residents of North Birmingham
The contract went live on 1 April 2008

We were awarded a £10m, five year contract

with Mole Valley Housing Association The work

15 for planned maintenance and voids and can be
extended for a further five years Mcle Valfey Housing
Association based in Surrey was created 1n 2007
following a transfer from Mole Valley District Councll
and has over 3 800 homes It 15 part of the Circle
Anglia Group which has a housing stock of over

27 000 properties and 15 one of the largest housing
assocsations in the UK The contract commenced

on 1 Aprit 2008

We received a five year contract extension on

the response and voids maintenance contract
with Wycombe Distnici Counctd This 1s worth
£20m over five years and 1s awarded on the back

of providing the tenants a high quality service
The most efficient way to win new business Is

to renew existing contracts We have renewed the
majority of contracts as they come up for renewal
In the last ten years, we have failed to renew only
one matenal contract

-
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Mears has one of the

highest levels of volunteering of any

DOMICILIARY CARE CONTRACT WINS

The Group won a number of domicihary care
contracts including a coniract with Wigan
Metropolian Borough Coundil for the provision

of domiciliary care services for an imial persod

of three years plus a further potenual two year
extension The matial contract value will be around
£1m per annum The Group was also successful
in ebtaining contracts for Homecare in Trafford,
North Tyneside and for Extra Care Shettered Housing
in Nottinghamshire These three contracts have
combined annual revenues of approximately £1 5m

Careforce has also been successful in securing
future revenues, in two areas where existing
contracts having come to the end of their natural
term were being retendered |n both cases Careforce
has been successful in winning higher volumes of
the outsourced work at similar or increased billing
rates In Rotherham Careforce has won the
maximum possitle allocation of three blocks and
in Hertfordshire we won contracts which will iead
to significantly increased volumes that will run
to at least 2015 with possible extensions to 2018
The antiaipated aggregate forward sales value of
the new contracts in Rotherham and Hertiordshire
151 the region of £34m dunng the basic contract
terms or around £52m If the options to extend
both contracts are taken up

company of its size in the UK.

TRAINING AND DEVELOPMENT

We are an established “Investor tn Pecple’ and we

are meeting the challenge of the skills shortage In our
sector through & comprehensive national programme
of employee development, together with structured
work expenience and traivang programmes for
prospective employees

We are particularly proud of our safety record which
has been further enhanced by ous new safety course
for staff that we have developed together with the
British Safety Counal All our operatives have received
this addional training in 2007

In additon to our existing Training Foundation in
Hackney, we have supported the launch of the Ealing
Diploma and Enterprise Centre (EDEC) which aims to
give young people aged 14-19 years broader options
alongside other qualifications such as GCSEs and
A-Levels Students who attend are given the
opportunity to learn skills that they would not learn
1n mainstream education and achieve the Diploema

in Construction and the Buwlt Environment We plan
to invest n further traiming centres i 2008 In
Birmingham and Sedgefield

CUSTOMER AND COMMUNITY CARE

With over 50% of our staff parbcipating in
community Improvement projects, Mears has
one of the highest levels of volunteering of any
company of its size in the UK Over 13 600 hours
of community work was undertaken, with aver
220 indmwidual projects
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We are committed to reducing our carbon
emissions per employee by 5% per annum.

Qver the last three years we have been a particular
supporter of the Bobby Moore Bowel Cancer Fund
with some £250 000 hawing been collected by our
staff through a huge variety of events from coffee
mornings, 1o supporting projects (n Brazil, India
and South Africa

One of the biggest 1ssues for vulnerable people can
be the nsk of falling Mears has invested in providing
special anti-fall shppers to tenants to reduce this risk

ENVIRONMENT

We are commutted to reducing our carben

ermissions per employee by 5% per annum as well

as to recyching over 50% of our waste We have had
a dynamic recycling policy throughout our history
and 1t 1s pleasing to see our centinuing commitment
Through our Thought Lesder Conference in London
in November we worked with chents, suppliers and
key stakeholders to put greater focus on the need

to tackle carbon reduction within the existing social
housing stock, rather than to just focus on new build
where most of the Government focus has been so far
Our activity 1s now broad from working with our
suppliers to 1dentify sustanable matenals through
to working with the Tenants Participation Adwvisory
Service te help tenants take action to reduce both
energy usage and waste

Mare detail on afl our corporate social responsibility
work can be found on pages 16 to 19 of this report

BOE HOLT
Chief Executive

DAVID ROBERTSON
Finance Director
10 March 2008

NET ASSETS
(£M)
21
199
137
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OPERATING CASH

CONVERSION
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Goals

MEARS REGULARLY REVIEWS [TS
CORPORATE SOCAL RESPONSIBILITY
GOALS AND ENSURES THAT THEY ARE
FULLY ALIGNED TO BUSINESS STRATEGY

QOUR FOUR GOALS ARE

e TO IMPROVE THE LIVES
OF VULNERABLE PEQPLE,

& TO HELP BUILD COMMUNITY
COHESION AND INTEGRATION,

® TO PROVIDE CAREER OPPORTUNITIES

TO THOSE NEEDING THEM THE MOST, AND

& TO BE A POSITIVE CONTRIBUTOR
TO THE ENVIRONMENT

COMMUNITY HOURS % OF EMPLOYEES
PER EMPLOYEE THAT DO COMMUNITY
WORK
80 S0
40
50
25
25
05 06 a7 05 06 o7
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Corporate social
responsibility

OUR COMMUNITIES

We work throughout the UX and have branches
in every kind of community In areas as diverse

as rural villages busthing market towns, historic
boroughs garden ciuies, busy metropolitan cities
and industnial heartlands you will find Mears
working to iImprove peoplfe s ives We do work

n some of the most socally deprived areas of the
country so we feel a strong sense of responsibility
towards the wider community

Helping a local communsty to thrive increases
the qualty of Iife for tenants and makes our job
that liitle bit easier 90% of our employees live-in
the communities they suppart

In 2007 our staff delivered over 13,000 hours
of community work wath 50% of staff
actively volunteering We supported over

220 different projects

® 45 schools have received direct support from us,

® 2 200 people in 55 community centres
hemeless centres and hospices have had
therr facilities emproved,

® 183 youngsters have been given work
expenence and/or taken part in one of
our apprenticeship schemes

® 1,000 children have received information on
safety at home through cur Mr Menda campasgn

#® 100 children have had their reading skidls
improved through our reading buddies
scheme and

® £100,000 of fund raising has helped
various charities

At our annual conference this year awards were
given 1o our top five nominated community prejects

THE BIG BREAKFAST IN HIGH WYCOMBE
Employees have supported their local homeless
chanty in a very practical way over recent years by
helping out every month in the preparaton and
serving of breakfast to the clients Over the years
every member of staff from the branch has taken
pari 1 this project demonstrating a long term
commitment to commumty involvement
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We do work in some of the most

socially deprived areas of the country,
so we feel a strong sense of responsibility

CUR COMMUNITIES CONTINUED

GROWING TOGETHER IN BROADSTAIRS

Working with locaf school children and the elderly
residents of a sheltered housing complex we helped
them to plan design and create a community garden
that has enhanced the environment and brought
young and old together in a very sustainable way

THE TRIANGLE COMMUNITY CENTRE

IN NORTHAMPTON

Followang an approach from members of a local
community association after therr centre had been
vandalised, our whole branch turned out over a
weekend to help restore and refurbish the centre
Since then the centre has thrived and vandalism
hugely reduced as the centre gets greater use

and s open for the community

YOUNG OFFENDERS PROJECT IN PETERBORCUGH
We have provided mentoring and vocatianal skills
training to @ number of former young offenders
enabling them to gamn new skills and confidence
and helping them back into community engagement
and work opportunites

DIY TRAINING FOR RESIDENTS IN CHRISTCHURCH
Residents from two local housing associations

were given training 10 DIY skilis Using a community
hall which we kitied out as a training centre our
employees took residents through practical painting
and decoraung examples, enabling them to feel
confident to carry out improvements to thewr

own homes

SUPPORTING GOOD CAUSES

Our commitment 10 the community 1s recognised

in Mears attaining the Business in the Community
Percent Standard This benchmark measures the
contnibutions made by companies through cash
donations, staff ume, gifts in kind and management
ume calculated as a percentage of pre-tax profit

The Percent Club recogrises those companies who
put the equivalent of at least 1% of their pre-tax
profit into community work

We have also expanded the support provided

by the Mears ‘Future Champions® propect

This provides both financial and pracucal support

16 ten young talented athletes from communities

in which we work ‘We hope 1o see these inspirational
youngsters participating in a number of national

and international events culminating in the

tondon Olympics 2012

towards the wider community.

We have developed a very strong relationship with
the Bobby Moore Bowel Cancer Fund, helping rarse
some £250 000 for this important chanty over the
last three years

OUR WORKPLACE

We want to become a recogrised Employer of Choice’
within our sector with a workforce that fully reflects
the communities we serve To help us achieve thes,
we have three key aims

® to develop a culture of good communication
and trust within the business so every employee
shares the same values and works towards the
same business objectives

® to manage change n a fast-growing,
high-performance organisation by antiipating
the people and resources we will need well
before they are needed and

#® to encourage our employees to work together
effectively in all situations

TRAINING AND DEVELOPMENT

We are now an established ‘Investor in People’,
retaiming the award 1n 2007 and we are meeting
the challenge of the skills shortage in our sector
through a comprehensive national programme of
employee development together with structured
wark expenence and training programmes for
prospective employees

We have invested heavily in employee
development including

# taking all our trades professionals through
a trade-based NVQ programme,

® the development of a unique Mears Professional
Development Customer and Communtty Care NVQ
1o help raise our customer service standards
even higher,

® supporting new traiming centres in¢cluding the
Waestern Skills Centre 1n Wigan, the Ealing Diploma
and Enterprise Ceatre and the Foundation Traiming
Centre in Hackney, and

® launching a natonal apprentice
recruitment campaign
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CULTURE AND DIVERSITY

tn Mears dversity 15 about having a group of GROWTH IN AVERAGE
employees who reflect the community they serve EMPLOYEE NUMBERS

It 1s about having the nght blend of age sex race

and cultural background required to understand the

needs of the people we support We operate in a 4488
sector that has been very male-onentated for many -
years, but we are addressing that imbalance We will

conunue to address the issues involved and support

the Women in Construction programme We also 1749 2356
achieved the Age Positive award in 2007, demonstrating s —

our fair approach across all age groups 1398

+87.3%

SUPPORT FOR EMPLOYEES

We continue to provide a free 24 hour 365 days 03 00 05 06 07
per year confidential helpline called Mears Assist

This provides employees with advice on a wide range

of personal and work-related matters and 1s avallable

to therr immedsate families We see Mears as a

community In 1ts own right and initatives such as

this are intended to help people get the most from

their ife while working here

OUR MARKET

We are leaders in the Soaal Housing sector

and we believe we have a responsibihity to help
imgprove knowledge understanding and the overall
performance of our market In particular, we set out

® 1o find and work with partners who share
our values

@& to help chents and other organisations meet
and learn from one anether, and

® 10 lock for mnovative ways o improve efficiency
and effectiveness — for the benefit of clients,
tenants, local communities and tax payers

THOUGHT LEADERSHIP

We have run and published our fourth Thought
Leader report on the subject of improving the carbon
footpnint of the UK's soaal housing stock We run
this wath support from the Chartered instiute of
Housing, the Tenant Partiopation Advisory Service
and others Professionals from the housing

industry debated how to deliver real community
improvements effectively The report 1s available

from our website www thoughtleader org uk
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We are proud to continue to hold the
RoSPA Gold Health and Safety Award.

PROCUREMENT POLICIES

Mears Group PLC 15 determuned to use true partnenng
and open book prinarples in the supply chan o ensure
best value for all parties in particular, our chents Our
nationally agreed supply chain partnening arrangements
halance financial serice and sustainability requirements
to ensure that we are delivering genuine all round
best vatue 10 our chents

OUR ENVIRONMENT

We take our environmental performance very
sertously and work contsnuously to improve our
practices Our aims are

® to achieve recycling levels of in excess of 50%

® 1o reduce carbon emissions by 5% per annum
per employee for the next five years,

® to offset the majonity or all of our carbon footpant

® to improve the energy efficency of 50,000 homes
per annum and

® to raise the percentage of wood sourced
from certified sources to 90% by 20i0

We have now achieved the ISC 14001 standard
in many of our branches and are rofling this out
across the remaining locations As a part of this
we are significantly smproving the level of waste
we recycle In 2007 50% of our waste was recycled
and we expect this to grow to 70% n 2008

At Mears we are always working tirefessly 1o ensure
that we do everything 10 our power to reduce our
carbon footprint In order to do this we are currently
seeking to implement a number of key initiatives,
which we believe will make us totally carbon neutral
in the very near future

These imuatives include

e commusstoning an external venfication
of our exssung carbon footpnnt together
with the production of a vigorous carbon
reduction strategy,

@ planting 32,000 saplings 1n 2008
o introducing fuel efficient vehicles,

® providing specal Energy Saving Packs for
tenants and

® improving procurement of sustainable products

As well as these important projects, Mears
also encourages many of our staff te qualily for
City and Guilds Energy Adwisory Ceruficates These
qualifications enable our staff to provide tenants
with practical advice on the best way to achieve
energy efficiency within their homes

We believe this 15 an important area for our
business in the future Most of the focus on
housing environmental improvement has been
on new build so far and we see more of the
focus shifting to refurbishment strategies if the
UK 15 to achieve 1ts carbon reduction targets

HEALTH AND SAFETY

Mears substantially ncreased its heaith and safety
tranung tn 2007 In partnershup with the British Safety
Council, Mears has developed a company speafic
accredited Safety, Health and Environment course
which was rolled out in 2007 to all our employees
This was the first uime the British Safety Counaoil has
warked with a company to produce such a course

We are proud to continue to hold the RoSPA Gold
Health and Safety Award In 2007 we reduced our
accident incident rate again as we have done
year-on-year
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ROBERT HOLT (53)

CHAIRMAN AND CHIEF EXECUTIVE

Bob had a controlfing 1nterest in Mears at the time

of flotation in October 1996 He has a background in
developing support service businesses He has operated
in the service sector since 1981 initaally 1n 2 finanaial
capatty then mowng into general management

ANDREW C M SMITH (35)

FINANCE DIRECTOR

Andrew joined Mears in December 1999 and prior

to his appointment to the Board was Finance Director
covenng all the Mears Group s subsidianes Andrew
quahfied as a Chartered Accountant in 1994 and
prior to joining Mears he woarked as an auditor

with Grant Thornton

DAVID 3 MILES (42)

MANAGING DIRECTOR OF MEARS SOCIAL HOUSING
Dawid joined Mears in May 1996 and pnior to his
appointment 1o the Board in January 2007 was
Managmng Cirector of Mears Southern Social Housing
dwision Prior to joining Mears Dawd held a senior
position with MITIE Maintenance (South East) Limited
His background 15 electrical engineening

MICHAEL G ROGERS (66)

EXECUTIVE DIRECTOR OF MEARS CARE DIVISION
Michae! founded Careforce in 1999 and has

over 30 yeais' expenence in healthcare services

and care provision In 1976 he joined Nestor Medical
Group Limited as Managing Director and went on to
become Chief Executive of Nestor Healthcare Group plc
from 1986 to 1996 From 1996 to 1999 he worked as

a consuftant tc a number of healthcare related organisations

2

MICHAEL A MACARIO (70)

SENICR INDEPENDENT NON-EXECUTIVE DIRECTOR
Michae! ts a Chartered Accountant and a Director

of a number of companies He joined Mears in

1996 upon flotation and 1s Chasrman of the

Group s Audit Commuttee

REGINALD B POMPHRETT {64)

NON-EXECUTIVE DIRECTOR AND COMPANY
SECRETARY

Reg has been involved in corparate finance for over
30 years and 1s Director of a number of companies
He 1s a Chartered Secretary and a member of the
Secunities Institute He joined Mears in 1996 and 15
Chairman of the Group s Remuneration Committee

PETER F DICKS {65}

NON-EXECUTIVE DIRECTQOR

Peter has been active in the venture capital and
investments fields for a number of years He 15 currently
a Durector of a number of companies He joined Mears
in 2008 and 1s Charrman of the Normination Committee

DAVID L HOSEIN (44)

NON-EXECUTIVE DIRECTOR

Dawid has over 17 years' consulting expenence, the last
five of which have been at QC&C Strategy Consultants

Dawvid has worked extensively in the sugport senices sector
for corporate and private equity chients Previously, he was
a partner in Arthur Andersen He joined Mears in 2008
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Shareholder and corporate information

INTERNET

The Group operates a website which can be found

at www mearsgroup ¢o uk This site 15 regularly updated
to provide information about the Group In particular all
of the Group s press releases and announcements can
be found on the site

REGISTRAR

Any enquines concermng your shareholding should

be addressed to the Company s Registrar The Registrar
should be noufied promptly of any change in 2
shareholder's address or other details

REGISTERED OFFICE
1399 Montpetlier Court
Gloucester Business Park
Brockworth

Gloucester GL3 4aH

Tel 01453511911

WWwW mearsgroup <o uk

COMPANY REGISTRATION NUMBER
3232863

BANKERS

BARCLAYS BANK PLC

Wales and South West Business Banking
PO Box 119

Park House

Newbnck Road

Stoke Gifford

Bristol B534 8TN

Tel 01452 365353

HSBC BANK PLC

West & Wales Corporate Banking Centre
3 Rivergate

Ternple Quay

Bristol BS1 6ER

Tel 0845 583 9796

SOLICITORS

BPE

St James's House

St lames' Square
Cheltenham GLS0 3PR
Tel 01242 224433

Financial Calendar

Annual General Meeting
Record date for final dwdend
Dmdend warrants posted to shareholders

Internim results announced

INVESTOR RELATIONS

Requesis for further copies of the annual feport
and accounts or ather investor relations enquires,
should be addressed to the registered office

AUDITORS

GRANT THORNTON UK LLP
Regrstered Auditors
Chanered Accountants
Hartwell House

55-61 Victona Street
Bnstol BS1 BAD

Tel 0845 026 1250

NOMINATED ADVISER AND STOCKBROKER
INVESTEC INVESTMENT BANKING

2 Gresham Street

Lendon ECZV 7QP

Tel 020 7597 2000

FINANCIAL ADVISER AND STOCKBROKER
ARBUTHNOT

Arbuthnot House

20 Ropemaker $treet

Londen EC2Y 9AR

Tel 020 7012 2000

ADVISERS

ZEUS CAPITAL

3 Ralh Courts

West Riverside
Manchester M3 5FT
Tel 0161 8311512

REGISTRAR

MEVILLE REGISTRARS
Newlle House

18 Laurel Lane
Halesowen

West Midlands B63 30A
Tet 0121 585 1131

INVESTOR RELATIONS
HANSARD GROQUP

14 Kinnerten Place South
London SW1X 8EH

Tel 020 72451100

4 June 2008

13 June 2008

2 July 2008

19 August 2008
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Report of the Directors

The Directors present therr report together with the consohdated financial statements for the year ended
31 December 2007

PRINCIPAL ACTIVITIES
The prinaipal actvities of the Group are the prowision of @ range of cutsourced senaces to the public
and private sectors The pancipal actmity of the Company is to act as a hoiding company

BUSINESS REVIEW
An overafl review of the business s given in the Chairman’s Statement and Operating and Financial Review

The results of the Group can be found within the Consolidated Income Statement on page 10 of
the “In figures” Report

DIVIDEND

The final dividend in respect of 2006 of 2 4p pershare was paid in July 2007 An intenim dmdend i respect
of 2007 of 1 1p was pad to shareholders in November 2007 The Directors recommend a final dividend of
2 9p per share This has not been included within the Group financial statements as no obligation existed

at 31 December 2007

KEY PERFORMANCE INDICATORS (KPIS)

We operate a balanced scorecard approach This ensures that the Group targets its resources arcund its
customers, community, employees, operations and finance This enables the business 10 be operated on
a balanced basis with due regard for all stakeholders

The primary KPIs used by the Group are

2007 2006
Social Housing sales growth 1M17% 27 7%
Social Housing operating margin™ 59% 56%
Operating profit cash conversion 92 9% 99 4%
Normahsed diluted earnings per share 16 40p 13 63p
Coemmunity hours per employee 8 5
% of employees that do community work 50% 40%

* Pre amortisation of acqusition intangibles

The Group has continued to develop 11s contract management system and a number of other secondary
KPis are monttered on a real time basis through what 1s known internally as the Digital Key Performance
Indicator Dashboard

DIRECTORS

The present membership of the Board 15 set out on page 24 R Holt and M A Macano retire by rotation and,
being eligible offer themselves for re-election P F Dicks and O L Hosen retire having been appointed

since the fast Annual General Meeting and offer themselves for re-election
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DIRECTORS CONTINUED

The beneficial interests of the Directors n the shares of the Company at 31 December 2007 and 31 December 2006
are detalled below The Directors’ emoluments are detalled on page 29

Ordinary shares
31 December 31 December
2007 2006
Number Number
R Holt 500,000 500 000
D) Robertson (resigned on 11 March 2608) — -—
D J Miles (appointed 30 January 2007) 100,000 100,000
A C M Smith (appointed 9 March 2007) 50,000 50,000
M A Macario 100,000 100 000
R B Pomphrett 175,000 150 000
M G Rogers (appointed 4 Apnl 2007} 102,420 —

D L Hosein (appointed 10 January 2008) — —
P F Dicks (appointed 10 January 2008} — -

S J Black was a Director dunng the year and resigned on 28 January 2007 D) Robertson resigned as a director
on 11 March 2008

No Director had, during or at the end of the year, a matenial interest in any contract which was significant
in relatien to the Group's business

The Company has granted eptions to Directors Details of these options are given in note 5 to the Group
financial statements

DIRECTORS’ RESPONSIBILITIES FOR THE FINANCIAL STATEMENTS

The Directors are responsible for prepanng the annual report and the financial statements in accordance

with applicable law and {FRS as adopted by the European Union in respect of the Group and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Pracuce) for the Company

Company law requires the Directors to prepare financial statements for each financial year which give a true
and farr view of the state of affairs of the Group and the Company and of the profit or loss of the Group for
that period In preparning these financial statements the Directors are required to

#® select suitable accounting policies and then apply them consistently
® make Judgements and estimates that are reascnable and prudent

@ state whether applicable accounting standards have been followed subject to any matenal departures
disclosed and explained In the financial statements, and

& prepare the financial statements on the going concern basis unless it 1s Inappropnate to presume that
the Company will continue in business

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy

at any time the financial position of the Group and the Company and enable them to ensure that the financial
statements comply with the Companies Act 1985 They are also responsible for safeguarding the assets of the
Company and hence for taking reasonable steps for the prevention and detection of fraud and other iregulantes
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DIRECTORS® RESPONSIBILITIES FOR THE FINANCIAL STATEMENTS CONTINUED
In so far as the Directors are aware

e there 15 no refevant audit information of which the Company's auditors are unaware, and

e the Directors have taken all steps that they ought to have taken to make themselves aware of any relevant
audit iInformation and to establish that the auditors are aware of that information

The Directors are responsible for the maintenance and integnty of the corporate and financial information
included on the Company’s website Legislation in the Unried Kingdom governing the preparation and
dissemination of finanaial statements may differ from legislatton in other jursdsctions

FINANCIAL RISK MANAGEMENT

Risk 1s an accepted part of doing business The Group's financial nsk management 15 based upon sound
economic objectives and good corporate practice The Board has overall responsibihty for nsk management
and internal control within the context of achteving the Group s objectives Gur process for identifying and
managing rsks 15 set out in more detail on page 28 within the Corporate Governance Statement The key risks
and mitigating factors are set out below

The Group seeks to manage financial nisk, to ensure sufficient hguidity 1s avallable to meet the identifiable
needs of the Group and to invest cash assets safely and profitably Short term flexibility 15 achieved through
the use of the bank overdrait facilities

The Group does not undertake any trading activity in financial instruments  All activittes are transacted in
Sterling The Group does not engage in any hedging actvities

The Group reviews the credit quality of customers and iimuts credit exposures accordingly Al trade recevables
are subject to credit risk exposure However there 1s no specific concentration of credit nsk as the amounts
recognised represent a large number of receivables from vanous custemers The credit nisk on trade recevables
within the Mechanical and Electrical diviston 15 insured The ¢redit nisk on trade receivables in other dmisions

15 not insured due to the secure nature of the customer base

PAYMENT POLICY

The Company acts purely as a holding company and as such 1s non-trading Accordingly no payment policy
has been defined However, the policy for Group trading companies is to set the terms of payment with
suppliers when entering into a transaction and 16 ensure suppilers are aware of these terms Group trade
creditors during the year amounted to 46 days (2006 44 days) of average supphes for the year

SUBSTANTIAL SHAREHOLDINGS
On 8 Apnl 2008 the Company has been notified of or 1s aware of, the following shareholders holding 3%
or more of the issued share capital of the Company

Percentage

Number of of 1ssued

ordinary ordinary

shares shares

Millrons %

AEGON 67 919
Standard Life Investment Management 43 588
HBOS {ind Insight} 39 532
Majedie Asset Management 17 499
INVESCO 30 414
Wellington Management (US) 29 397
Lrontrust Asset Management 25 344
Prudential (M&G) 25 340
Old Mutual AM 24 334
Rathbone 24 332

The Group actively encourages wider share ownerstup by its employees and the Group's Save As You Eamn (SAYE)
share schemes have been well receved
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Report of the Directors

CHARITABLE DONATIONS

Buring the year the Group made charitable donations of £0 08m (2006 £0 05m) Further details relaung
to the Group s commitment to the community and good causes are detaled in the Corporate Socal
Responsibibity Report

DISABLED EMPLOYEES

Applications for employment by disabled persons are always fully considered, bearing 1n mend the aptstudes
of the applicant concerned In the event of members of staff becoming disabled, every effort s made to
ensure that therr employment with the Group continues and that appropnate training 1s arranged [t 1s the
pohicy of the Group that the training career development and promotion of disabled persons should, as far
as possible be identical to that of other employees

EMPLOYEE INFORMATION AND CONSULTATION

The Group has received recognition under the 'Investors in People’ Award The Group continues 1o involve Its
staff in the future development of the business Information i1s provided to employees through a quarterly
newsletter the Group website and the intranet to ensure that employees are kept well informed of the
performance and objectives of the Group

The Group operates a stakeholder pension plan available 10 all employees The Group operates a personal
pension plan and contributes to the pension schemes of certain Directors and senior employees The Group
also contributes to defined benefit schemes on behalf of a number of employees The Group operates a SAYE
scheme, an Executive Share Option Scheme and an Enterprise Management Incentive Scheme

CREST

CREST 15 the computensed sysiem for the settlement of share dealings on the London Stock Exchange CREST
reduces the amount of documentation required and also makes the trading of shares faster and more secure
CREST enables shares 10 be held in an electronic form instead of the traditicnal share certificates CREST
15 voluntary and shareholders can keep their share certificates if they wash This may be preferable for
shareholders who do not trade i shares on a frequent basis

AUDITORS
Grant Thornton UK LLP who have been the Group's audrtors since 1994, offer themselves for re-appointment
as auditors in accordance with Section 385 of the Companies Act 1985

On behalf of the Board

R B POMPHRETT
Dhrector and Secretary
30 Apnil 2008
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Corporate governance statement

INTRODUCTION
The Board 1s commuited to achieving good standards of corporate governance, integnty and business ethics
for all actvities

BOARD OF DIRECTCRS

The Board of Directors compnises four Executive Directors and four Non-Executive Directors The Non-Executive
irectors are considered by the Board to be independent of management and free from any relationship
which might matenally interfere with the exerase of independent Judgement The Board does not consider
the Non-Executive Directors’ shareholdings to impinge on their ndependence The Non-Executive Directors
provide a strong independent element to the Board and bring experience at a senior level of business
operations and strategy

M A Macario 15 the Senior Independent Non-Executive Director

Al Directors have access to the Company Secretary who Is responsible for ensuning that Beard procedures
and applicable rules and regulations are observed Any Director on appointment and throughout their service
15 entitled to receive any training they consider necessary to {ulfil therr responsibilities effectvely

The Board meets regularly throughout the year as well as on an ad hoc basis, as required by time critica!
bustness needs They also meet on a regular basis with Directors of the subsidiary companies This forum
provides the principal format for directing the business of the Group

BOARD COMMITTEES

The Board has delegated authonty to three Committees The Chairman of each Committee provides a report
of any meeting of that Committee at the next Board meeting The Chairmen of each Committee are present
at the Annual General Meeting to answer quesuons from shareholders Brief details are set out below

AUDIT COMMITTEE

The Audit Committee comprises R B Pomphreti, P F Dicks and M A Macano sts Chatrrman The purpose
of the Commuttee is to ensure the preservation of good financial practices throughout the Group, to monitor
that controls are in force to ensure integrity of financial information, to review the intenm and annual financial
staternents, and to ensure compliance with accounting standards and generally accepted accounting principles

In addition the fees and objectwity of the Group's auditors are considered by the Committee Detalled
presentations to the Committee are made by the Group’s auditors The presence of other senior Executives
from the Group may be requested

REMUNERATION COMMITTEE

The Remuneration Committee comprises M A Macaro, P F Dicks and R B Pomphrett, 1ts Charman
The Committee is responsible for the Executive Directors’ remuneration and other benefits and terms
of employment including performance related bonuses and share opticns

NOMINATION COMMITTEE

The Nomination Commitiee comprises R Holt, R B Pomphrett, M A Macanoe and P F Dicks, iis Chairman
The Committee meets twice a year and ts responsible for succession planning within the Group and for
the recommendation of appointments to the Board for Executive and Non-Executive Directors
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MEETING ATTENDANCE
All Directors are encouraged to attend all Board meetings and meetings of Commuttees of which they
are members

Directors’ attendance at Board meetings and Committee meetings duning 2007 1s shown In the following table

Audnt Nomination Remuneration
Board Committee Committee Committee
Number of meetings Potential Actual  Potential Actual  Potenual Actual  Potental Actual
R Holt 5 5 — — 2 2 — —
D J Robertson 5 5 — — — — — —
D ] Miles 5 5 — — —_ —_ — -
A CM Smith 4 q — — — — — —_
M G Rogers 4 4 — —_ — — — —
M A Macario 5 5 2 2 2 1 1
R B Pomphrett 5 5 2 2 2 1 1

THE COMPANY AND IT$ SHAREHOLDERS

The Board remains committed to ongoing dialogue with its sharehalders This commitment was recogmsed
by the AlM Best Communications Award In 2001 and 2004 and AIM Cempany of the Year Award in 2003
The Group has continued to increase its awareness to the mvesting public at large and 15 represented at a
series of Investor Relations exhibitions where shareholders have welcemed the opportunity to both meet
the management team and improve their understanding of the Group

The Group holds individual meeting with institutional shareholders The principal methods of commurication
with private investors remain the annual report and accounts the intenm statement the Annual General
Meeting, the quarterly newsletters and the Group’s website {www mearsgroup ¢o uk)

INTERNAL CONTROL AND RISK MANAGEMENT

The Board 1s uttimately responsible for the Group $ system of internal control and for reviewing its
effectiveness Such systems are designed to manage rather than eliminate nsks and can only provide
reasonable and not absolute assurance against msstatement or loss

The Group has established procedures for all business units to operate appropnate and effective nsk
management They place clear responsibiiity for nsk management and the Group endeavours to ensure
that the appropriate controls, systems and training are in place

The Group has also established procedures to routinely test internal control systems The Board has reviewed
these procedures and considers them appropniate given the nature of the Group's operations

A comprehensive budgetary process is completed on a quarterly basis and 1s reviewed and approved
by the Board The Group s results as compared to both the budget and prior year are reported to the Board
on a monthly basis, with remedial aciion taken when appropriate

The Board routinely reviews the effectiveness of the system of internal control and nsk management to ensure
cantrols react to changes In the Group's overall nisk profile

The Group maintains appropnate insurance cover and reviews the adequacy of the cover regularly

There are clearly deftned procedures for reviewing and approving all buds, acquisitions and capital expenditure
within the Group
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REMUNERATION POLICY

The remuneration policy is set by the Remuneration Committee and is designed to deliver the Group's
objectives of creating real increases i shareholder value by attracting and retaining the most capable and
committed people Individual remuneration packages are determined by the Board within the framework
of the following policy

The Drrectors’ remuneration packages compirse the following components

® apnual salary and fees — the actual salary for each of the Executive Directors s determined by the
Remuneration Committee, these salanes reflect expenence and sustained performance of the indviduals
to whom they apply also taking into account market competuveness

& annual iIncentive payments — the Executive Directors are entitled to bonuses related to the real increase in
earnings per share together with the achievement of other internal targets In addition the grant of share
options is supervised by tne Remuneration Commuttee and include performance targets which apply to
the grant and/or exercise of options,

® benefits in kind - such as car and health benefits, and

e defined contributian pension schemes

The Directors’ emoluments in 2007 are detailed below

Annual Annual Benefits
salary incentive in kind and
and fees payments other emoluments Total

2007 2006 2007 2006 2007 2006 2007 2006

£°000 £000 £000 £ 000 £:000 £ 000 £ 000 £ 000
R Holt 250 250 —_ — 91 107 341 357
D ) Robertson 173 175 - — 43 43 218 218
D J Miles
{since appointment
on 30 January 2007) 160 — — — 30 — 190 —
A CM Smith
{(since appointment
on 3 March 2007) a3 — — — 15 — 98 —_
M G Rogers
(since appointment
on 4 April 2007} 64 — — — 6 — 70 —_
S J Black
{until resignation
on 28 January 2007} 12 200 — — 136 33 148 233
M A Macarnio 35 35 — — — — 35 35
R 8 Pomphrett 35 35 — — 1 1 36 36

814 685 — — 322 g4 1,136 879

Detatls of share options 1ssued to (wrectors are included within note 5 to the Gioup financal statements

The Managing Directors of the eperating subsidianes are rewarded by basic salaries and bonuses determined
by the achievement of exceeding performance targets for their indwidual business units The vatue of overdue
work m progress and debtors 1s taken into account in arrving at profit for bonus purpases

All employees are eligible to participate n one or more of the share incentive arrangements operated
by the Group
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HISTORICAL TOTAL SHAREHOLDER RETURN PERFORMANCE
Growth in value of a hypothetical £100 holding in Mears Group PLC shares over five years plotted against
the AlM Index

Mears vs AlM index
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Notice of meeting

Notice is hereby given that the Annual General Meeting of Mears Group PLC will be held at the offices of
Arbuthnot Arbuthnot House 20 Ropemaker Street, London EC2Y 94R at 12 ncen on 4 fune 2008 when
the followang ordmary business will be considered

1

7

8

To recewve and adopt the accounts for the year ended 31 December 2007 together wath the Reports
of the Directors and Auditors thereon

To approve the Directors Remuneration policy contained on page 29 of the annual report and
accounts for the year ended 31 December 2007

To declare a final dividend of 2 9p per share on the ordinary share capital of the Company

To re appoint Grant Thornton UK LLP as auditors and authorise the Directors to determune
therr remuneration

To re appomnt R Holt as a Bhrector who, in accordance with the Articles of Associatien
retires by rotation

To re-appomnt M A Macario as a Director who in accordance with the Artcles of Association
retires by rotation

To appoint P F Dicks who, having been appointed since the last AGM offers himself for re-election

To appoint D L Hesetn who having been appointed since the last AGM, offers himself for re-election

And the following special business

ORDINARY RESCLUTION

9

THAT I1n subsutution for the authonty to aflot relevant secunties conferred on the Directors by

the ordmnary resolution passed on & June 2007 the Directors be and are hereby generally and
unconditionally authornsed for the purposes of Section 80 of the Companies Act 1985 to exercise
all the powers of the Company to allot relevant securittes {within the meaning of Section 80{2) of
the Companies Act 1985) of the Company with an aggregate nominal amount of up 0 £403 243
provided that the authority hereby conferred shall expire five years from the date of this resolution
unless previously renewed, vanied or revoked by the Company in General Meeting and so that the
Company may at any time before such expiry make an cffer or agreement which would or might
require relevant secunties of the Company to be allotted after such expiry and the Directors may allot
relevant securties in pursuance of such agreements as If the authority hereby conferred had not
expired In relation to the grant of any rights to subscribe for or to convert any secunty nto shares
in the Company the reference in this paragraph to the maxmum amount of relevant securtties that
may be allotted 15 to the maximum amount of shares which may be allotted pursuant to such nghts

SPECIAL RESOLUTION
10 THAT

{a) the Directors be authonsed to allot secunities of the Company {pursuant to the authority conferred
on the Directors by resolution 9 above) at any time up to the conclusion of the Company s next
Annual General Meeting following the date of the passing of this resolution or f earlter, the expiry
of 15 months from the date of the passing of this resolution as If Secton 89(1) of the Companies
Act 1985 did not apply to any such alloiment, provided that such power shall be iimited to the
allotment of equity securities

(} i connection with any nghts 1ssue, and

(1} otherwise than under sub paragraph (a) {1} of ths resolution, with an aggregate nominal
amount of up to £36 800, and

(b} such power shall permit and enable the Company to make an offer or agreement before the expiry
of such power which would or might require equity secunities to be allotted after such expiry and
shall permit the Directors to allot such secunises pursuant to any such offer or agreement as if such
power had not expired, and
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SPECIAL RESOLUTION CONTINUED
{c) i thus resolution

{) "nghts 1ssue” means an offer of equity securrties open for accepiance for a peniod fixed by
the Directors to holders of ordinary shares on the register on a fixed record date in proportion
to ther respective holdings of such shares or in accordance with the nghts attached thereto
(but subject to such excluston or other arrangements as the Directors may deem necessary or
expedient In relation to fractional enuitlements or legal or practical problems under the laws
of or the requirements of any regulatory body or any stock exchange 1n any territory)

{n} the nomtnal amount of any secunties should be taken to be n the case of a right to subscribe
for or convert any securities into shares of the Company, the nominal amount of the shares
which may be allotted pursuant to such night, and

() words and expressions defined in or for the purposes of Sections &9 o 96 inclusive of the
Compantes Act 1985 shall bear the same meanings

By order of the Board

R B POMPHRETT 1390 Montpellrer Court
Secretary Gloucester Business Park
8 May 2008 Brockworth

Gloucester GL3 4AH

NOTES
7 A member entitled to attend and vote at the Meeting may appoint a proxy to attend and on a pell,
to vote instead of him A proxy need not also be a member of the Company

2 A farm of proxy 1s enclosed Completion of the proxy does not preclude a shareholder from atiending
the Meeting and voting m person Proxtes must be received by the Company at Newille Registrass
Limited, Neville House, 18 Laurel Lane, Halesowen West Midlands B63 3DA not less than 48 hours
before the ume fixed for the Meetng

3 In accordance with Regulation 41 of the Uncertificated Secunties Regulations 2001, only those
members entered on the regsster of members of the Company on 2 June 2008 shall be enutled
to attend or vote at the Meeting in respect of the numbers of shares registered in their name
on that date

4 There will be avarlable for inspection at the Company’s registered office during normal business hours
from the date of ihis notice to the date of the Annual General Meeting and for 15 minutes prior to
and during the Meeting the following
{a) the Register of members
{b) the Register of Directors’ interests in the share capital of the Company,
{c) the memorandum and articles of association

(d) details of proxes received and

(e} copres of the Directors” Contracts of Service with the Company o Its subsidiaries and the terms
and conditions of appointment of Non-Executive Directors
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Mears 1s the leading sociat housing repairs
and maintenance provider in the UK

and a growing presence In the
domiciliary care market.

Our business s focused on the social
housing and community sector where we
bring the highest standards of care to
people, their homes and

their communities.

In partnership with our clients, our 6,000
employees maintain, repair and upgrade
people’s homes and support the wider
community - much-needed work that
improves quality of life for hundreds of
thousands of people in the UK We carry
out repairs each day to hundreds of
thousands of homes nationwide and we
work iIn communities as diverse as inner
aity estates and remote rural villages

Our philosophy is simple

to make

people smile.
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Report of the independent auditor — Group

We have audited the Group financial statements of Mears Group PLC for the year ended 31 December 2007 which compnse the pnncipal accounting pohces,
the consohdated income statement, the consohdated balance sheet, the consohdated statement of recognised income and expense, the consolidated cash
flow statement and notes 1 1o 27 These Group financial statements have been prepared under the accounting policies set out therem

We have reported separately on the Parent Company finanaal statements of Mears Group PLC for the year ended 31 December 2007

This report 1s made solely to the Company’s members, as a body, in accordance with Section 235 of the Comparies Act 1985 Our audit work has been
undertaken so that we might state to the Company’s members those matters we are required 1o state to them in an audrors’ report and for no other
purpose o the fullest extent permitied by law, we do not accept or assume responsibility to anyone other than the Company and the Company's members
as a body, for our audit work, for this repont, or for the opintons we have formed

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITOR

The Directors’ responsibilities for preparing the Annual Report and the Group financial statements in accordance with United Kengdom law and
International Financtal Reporting Standards (IFRS) as adopied by the Eurcpean Union, and for preparing the Parent Company financial statements
1n accordance with United Kingdom law and Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out 1n the
Statement of Directors” Responsibilities

Our responsibility 15 to audit the financial statements in accordance with relevant legal and regulatory requirements and International Standards on
Auditing (UK and treland)

We report to you our opinion as to whether the financial statements grve a true and far view and whether the financial statements have been properly
prepared 1 accordance with the Companies Act 1985 We also report to you whether in our opinion the information given 1n the Directors' Report 1s
tonsistent wath the finanoal statements

In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not received all the information and
explanations we require for our audit, or if information speaified by law regarding Directors’ remuneration and other transactions ts not disclosed

We read other mformation contained in the Annual Report and consider whether it i1s consistent with the audited financial statements The other information
comprises only the Highlights, Cur Business, Chairman's Statement the Operating and Financial Review, the Corporate Social Responsibility Repont and the
Corporate Governance Statement We consider the implications for cur report if we become aware of any apparent misstatements or matenal inconsistencies
with the financal statements Our responsibilities do not extend to any other infformation

BASIS OF AUDIT OPINION

We conducted our audit in accordance with International Standards on Auditing (UK and ireland) 1ssued by the Auditing Practices Board An audit includes
examimation, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements It also includes an assessment of the signsficant
estimates and judgments made by the Directors in the preparation of the financial statements, and of whether the accounting policies are appropnate 1o the
Group’s circumstances consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary In order to provide us with
sufficient ewdence to give reasonable assurance that the finanaal statements are free from matenal misstatement, whether caused by fraud or other
irregulanty or error In forming our cpinion we also evaluated the overall adequacy of the presentation of information in the financial statements

OPINION
In our opinion

e the Group finanaal statements give a true and fair view, in accordance with IFRS as adopted by the European Union, of the state of the Group’s affairs
at 31 December 2007 and of its result for the year then ended,

@ the Group finanoal statements have been properly prepared in accordance with the Companies Act 1985, and
® the information gven in the Report of the Directors 1s consistent wath the financial statements

As explained 1n the Principal Accounting Policies the Group, in addition to complying wath its legal obligation to comply with IFRS as adopted by the European
Union, has also comphied with the IFRS as issued by the International Accounting Standards Board

In our opimon the Group financial statements give a true and fair wew, In accordance wath IFRS, of the state of the Group’s affairs as at 31 December 2007
and of 1ts result for the year then ended

/w/‘/{,%w‘w i< L,L.r[)

GRANT THORNTON UK LLP
Registered Auditors
Chartered Accountants
Bristol

30 Apnil 2008
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Principal accounting policies — Group

BASIS OF PREPARATION
The consohdated financial statements of the Group have been prepared in accordance with IFRS as adopted by the European Union and also in accordance
with [FRS as issued by the International Accounting Standards Board The financial statements are prepared under the historical cost convention

The accounung policres remain unchanged from the previous year with the exception of the implementation of a new Standard, IFRS 7 ‘financial Instruments
Disclosures’ which became mandatory for reporting peniods beginning on 1 January 2007 or later This Standard, which replaces rules previously set outin
1AS 32 *Financial Instruments Presentation and Disdosures’, has been applied by the Group in 1ts 2007 consolidated financial statements All disclosures
relating 1o financial instruments including all comparative iInformation have been updated to reflect the new requirements The firsi-ume application of

IFRS 7 has not resulted in any pnorpenod adjustments of cash flows, net income or balance sheet hne items

BASIS OF CONSOLIDATION

The consolidated balance sheet includes the assets and liabilities of the Company and its subsidiaries and s made up to 31 December 2007 Enuties over
which the Group has the ability to exercise control over financial and operating pohcies are accounted for as subsidianes Control 15 obitained and exercised
through voting nghts so as to obtain benefis from its actmties Interests acquired in entities are consolidated from the effective date of acqussition and
Interests sold are consolidated up to the date of disposal

Business combinations are accounted for using the purchase method The purchase method involves the recogrution at fair value of all identifiable assets and
habiities, including contingent liabiiites of the subsidiary, at the acquisition date, regardless of whether or not they were recorded in the financial statements
of the subsidiary pnor to acquisiion On 1intbal recognition, the assets and habilities of the subsidhary are included 1n the consolidated balance sheet at therr
fair values, which are also used as the bases for subsequent measurement in accordance with the Group accounting poliies Goodwall 1s stated after
separating out identifiable intangible assets Goodwill represents the excess of acquisition cost over the farr value of the Group’s share of the idenufiable

net assets of the acquired subsidiary at the date of acquisition

The Company 1s entitled to the merger relief offered by Section 131 of the Companies Act 1985 in respect of the consideration received i excess of the
nominal value of the equity shares 1ssued 1n connection with the acquisition of Careforee Group PLC

Balances between Group companies are eliminated, no profit is taken on sales between Group companies

USE OF ASSUMPTIONS AND ESTIMATES

The preparation of finanaial statements requires management to make estmates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and Liabilities at the date of the financial statements and the reported amounts of income and expenditure during the
reported pencd The estimates and associated assumptions are based on historical expertence and various other factors that are believed to be reasonable
under the arcumstances, the results of which form the basis of making judgements about ¢arrying values of assets and liabilities that are not readily apparent
from other sources

The estimates and underlying assumptions are reviewed on an ongoing basis Revisions to accounting estimates are recognised n the penod in which
the esumate 15 rewsed 1If the rewsion affects only that penod, orin the penod of the revision and future penods if the revision afiects both current and
future penods

In the preparation of these consolidated financial statements, estmates and assumptions have been made by management concerning the selection of useful
lives of property, plant and equipment, provisions necessary for certain liabilities, when to recognise revenue on long term contracts, actuanal assumptions,
discount rates used within impairment rewews, the underlying share price volatiity for valuing equity-based payments and other similar evaluations Actual
amounts could differ from those estimates

Managernent has made the following estimates that have the most sigmificant effect on the amounts recognised in the financial statements

Revenue recognition — revenue Is recognised for construction cantracts in the mechanical and electrical sector based on the stage of completion
of the contract actimty This 1s measured by the proportion of cosis incurred to estimated contract costs except where this would not be representative
of the stage of completion Further details are given in the “Revenue” section of these accounting policies

Impairment of gocdwll - deterrmining whether goodwill 1s impaired requires an estimate of the value in use of the cash-generating units {CGUs) to which
goodwill has been allocated The value in use calculation involves an estimate of the future cash flows of the CGUs and also the selection of appropnate
discount rates to calculate present values The carrying value of goodwill 1s £46 8m at 31 December 2007

fntangible assets — intangible assets are amorused over therr useful economic lives Useful lives are based on management's estimates of the penod that
the assets will generate revenue which are penodically reviewed for appropnateness Changes in the estimates could result in significant vanations in the
carrying value
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Principal accounting policies — Group

INTANGIBLE ASSETS

In accordance with IFRS 3 'Business Combinations’, an intangible asset acquired in a business combtnation 15 deemed 1o have a cost 1o the Group of its
fair value at the acquisiion date The fair value of the intangible asset reflects market expectations about the probability that the future economic benefits
embodied 1n the asset will flow 1o the Group Where an intangible asset night be separable, but only together wath a related tangible or intangible asset,
the Group of assets ts recogrused as a single asset separately from goodwill where the individual fair values of the assets in the Group are not reliably
measurable Where the indiidual fair value of the complementary assets are rehably measurable the Group recognises them as a single asset provided
the individual assets have simular useful lives Intangible assets are amortised over the useful economuc iife of those assets

Development costs incurred on software development 1s caprtalised when all the following condiuions are sausfied

e completion of the intangible asset 1s technically feasible so that i1t will be avallable for use,

® the Group intends to complete the intangible asset and use it,

® the intzngrble asset will be used in generating probable future economic benefits,

® there are adequate techmical, financial and other resources to complete the development and to use the intangible asset, and

® the expenditure attnbutable to the intangible asset during 1ts development can be measured relrably

Development costs not meeting the citenia for capitalisation are expensed as incurred Careful judgement by management 1s applied when deciding
whether the recognition reguirements for development costs have been met This 1s necessary as the economic success of any development ts uncertain
and may be subject to fuiure technical problems at the time of recogmiton Judgements are based on the information avallable at each balance sheet date
tn addrtion, all internal activities refated to the research and development of new software 1s continuously monitored by management

The cost of an internally generated intangible asset comprnises all directly attnbutable costs necessary 1o create, produce, and prepare the asset 1o be
capable of operating in the manner intended by management Directly attnbutable costs include employes costs {other than Direciors) mcurred on

software development

Amorusation commences upon completion of the asset and 1s shown within other administrative expenses Until completion of the development project,
the assets are subject to imparment testing only Development expenditure 1s amortised over the penod expected to benefit

The identifiable intangible assets and associated penods of amortisation are as follows

Order book - over the period of the order book, typically three years
Client relationships — over the period expected to benefit, typically five years
Development expenditure  —  25% per annum, straight-line

GOODWILL

Goodwilk anises on the acquisition of subsidianes and represents any excess af the cost of the acqurred entity over the Group's interest in the fair vafue
of the entity’s identifiable assets and habilities acquired and is capitalised as a separate ttem Goodwill 1s recogrused as an intangible asset

Under the business combinations exemption of IFRS 1, goodwill previously wnitten off direct 1o reserves under UK GAAP 15 not recyded to the income
statement on calculating a garn or loss on disposal
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IMPAIRMENT

For the purposes of assessing impairment assets are grouped at the lowest levels for which there are separately idenufiable cash flows (CGUs) As a result,
some assets are tested indmdually for impairment and some are tested at CGU fevel Goodwill 15 allocated to those CGUs that are expected to benefit from
synergies of the related business combination and represent the lowest ievel within the Group at which management monitors the related cash flows

Goodwill, other indvidual assets or CGUs that include goodwill, other intangible assets with an indefinite useful life, and those intangible assets not yet
available for use are tested for imparment at least annually All other indimdual assets or CGUs are tested for impairment whenever events or changes In
arcumstances indicate that the carrying amount may not be recoverable

Anampairment loss 15 recognised i the income statement for the amount by which the asset or CGU's carrying amount exceeds its recoverable amount
The recoverable amount s the higher of fair value reflecting market condrtions less costs to sell, and value in use based an an internal discounted cash
flow evaluatron Impairment losses recognised for CGUs, to which goodwall has been allocated, are credited imually to the carnng amount of goodwall
Any remaining impairment loss 1s charged pro rata to the other assets in the CGU With the exceptron of goodwill, all assets are subsequently reassessed
for indrcations that an impaument loss previously recognised may no longer exist

PROPERTY, PLANT AND EQUIPMENT

ltems of praperty, plant and equipment are included at cost, net of depreciation Depreciation 15 calculated to wite down the cost less estimated residual '
value of all property, plant and equipment, other than freehold land, over their estimated useful economic lves Residual values are rewewed and updated

annually The rates generally applicable are

Freehold buildings — 2% per annum, straight-line

Leasehold improvements over the penod of the lease, straight-ine
Plant and machinery —  25% per annum, reducing balance
Fixtures, fittings and equipment - 25% per annum, reducing balance

Motor vehicles

25% per annum, reducing balance

The carrying value of property plant and equipment is reviewed for impairment in the period if events or changes 1n arcumstances (ndicate the carrying value
may not be recoverable

INVENTORIES
Inventones are stated at the lower of cost and net realisable value Cost 1s the purchase price of matenals

WORK tN PROGRESS
Work in progress 1s stated at the lower of cost and net realisable value Cost 1s matenals, direct labour and any subcontracted work

CASH AND CASH EQUIVALENTS
Cash and cash equivalents tncdlude cash at bank and in hand and bank deposits available at less than 24 hours’ notice Bank overdraits are presented
as current habilities to the extent that there 1s no nght of offset wath cash balances

ACCOUNTING FOR TAXES

Current tax assets and/or habiliues comprise those obligations to, or claims from, fiscal authonties relating to the current or prior reporting penod, that are
unpaid at the balance sheet date They are calculated according to the tax rates and tax laws applicable to the fiscal penods to which they relate, based on
the taxable profit for the year

Where an item of income or expense 1s recognised in the income statement, any related tax generated 1s recognised 2s a component of tax expense 1n
the income statement Where an item 1s recogrised directly to equity and presented within the consolidated statement of recognised income and expense,
any related tax generated is treated ssmidarly
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Principal accounting policies — Group

DEFERRED TAXATION
Deferred taxation is the tax expected to be repayable or recoverable on differences between the carrying amounts of assets and habilities in the financial
staternents and corresponding tax bases used in the computation of taxable profit and 1s accounted for using the balance sheet hability method

Deferred taxation labilities are generally recognised on all taxable temporary diffesences in full with no discounting Deferred taxation assets are recogiised
to the extent that it i1s probable that taxable profits will be available against which deductible temporary differences can be utilised However, deferred tax
15 not provided on the nitial recognition of goodwill, nor on the mival recogmtion of an asset or liability untess the releted transacuon is a business
combipation or affects tax or accounting profit

Deferred taxation 1s calculated at the tax rates that are expected to apply in the period when the habtlity is settled or the asset 1s realised, provided they are
enacted or substantively enacted at the balance sheet date The carrying value of deferred taxation assets is reviewed at each balance sheet date and reduced
1o the extent that it1s no longer probable that sufficient taxable profits will be avallable against which taxable temporary differences can be utihsed Deferred
tax s charged or credited 1o the income staterment, except when it relates to items charged or credited directly to equity, in which case the deferred tax s also
dealt with In equity

REVENUE

Soaial housing - when the ouicome of a job or contract can be esimated reliably, revenue assotiated with the transacuon s recognised by reference 1o the
stage of completion of work at the balance sheet date The stage of completion of the job or contract at the balance sheet date 1s assessed by comparing the
value of work completed to date with the total value of work to be completed The outcome of the transaction is deemed to be able to be esumated reliably
when all the following conditions are satisfied

® the amount of revenue can be measured reliably,

@ it s probable that the econemic benefits associated with the transaction will flow to the entsty,

® the stage of compietion of the transaction at the balance sheet date can be measured reliably, and

® the costs incurred for the transaction and the costs to complete the transaction can be measured reliably

Where a contract for work involves delivery of several different elements and 15 not fully delivered or performed by the year end, revenue Is recogrised based
on the proportion of the fair value of the elements delivered to the fair value of the overail contract

Domucihary care — revenue s recogrised when the actual care has been delivered Revenue relating to care delivered and not invoiced 15 accrued and disclosed
under trade and other recevables as accrued income Revenue attributable to any unused capacity under block contracts, where the Group 1s able to invoice
for contracted sernces, not provided, 1s recogmised when the recovery of income 15 considered virtually certain

Vehicle distnbution services — revenue 1s recagnised when the actual vehide has been delivered Revenue relating to vehicles delivered and not (nvotced
15 accrued and disclosed under trade and other recevables as accrued income

Construction contracts - revenue from the mechanical and electnical sector reflects the contract actiity duning the year and 1s measured at the fair value

of consideration receved or recevable When the outcome can be assessed reliably, contract revenue and associated costs are recognised as revenue and
expenses respectively by reference to the stage of completion of the contract activity at the balance sheet date The stage of completion of the contract at
the balance sheet date 15 assessed by comparing the value of work certified 1o date with the total value of the contract Where the outcome of a construction
contract cannot be esimated reliably revenue 1s recognised only 1o the extent of contract costs incurred thatit 15 probable will be recoverable and contract
costs are recogrwsed as an expense i the pertod in which they are incurred
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REVENUE CONTINUED
In the case of a fixed pnce contract, the outcome of a construction contract 1s deemed to be estimated reliably when all the following conditions are satisfied

# 1t1s probable that economic benefits associated with the contract will flow te the Group,

# both the contract costs to complete the contract and the stage of completion at the balance sheet date can be measured reliably, and

® the contract costs attributable to the contract can be clearly identified and measured reliably so that actual contract cests incurred can be compared
with prior estimates

The gross amount due from customers for contract work 1s presented as an asset for all contracts in progress for which costs incusred plus recognised profits
(less recognised losses) exceed progress bitlings The gross amount due to customers for contract wark is presented as a hability for all contracis In progress
for which progress billings exceed costs incurred plus recognised profits (less losses)

Full provision 15 made for losses on all contracts in the year in which the loss s first foreseen

EMPLOYEE BENEFITS
Pensions to employees are provided through a defined benefit plan as well as several defined centnbutton plans

A defined contnibution plan 1s a pension plan under which the Group pays fixed contributions into an independent entity The Group has no legal obligations
to pay further contnbutions after payment of the fixed contnbuuon

The contributions recognised in respect of defined contnbution plans are expensed as they fall due Liabilites and assets may be recognised If underpayment
or prepayment has occurred and are included in current habilities or current assets as they are normally of a short term nature

A defined benefit plan ts a pension plan that defines an amount of pension benefit that an employee will receive on retirement, usually dependent on one
or more factors such as age, years of service and salary The legal obligations for any benefits {from this kind of pension plan remain with the Group

Scheme assets are measured at fair values Scheme habilives are measured on an actuanal basis using the projected unit method and are discounied at
appropnate high quality corporate bond rates that have terms to matunty approxmating to the terms of the related habiity Appropriate adjustments are
made for past serice costs Past service cost 1s recognised as an expense on a straight-hne basis over the average period until the benefits become vested
To the extent that benefits are already vested the Group recognises past service cost immediately

Actuanal gamns and losses are recogrused immediately through the statement of recognised income and expense The net surplus or deficit s presented with
other net assets on the balance sheet Any related deferred tax 1s shown with other deferred tax balances A surplus is recognised only to the extent that it
15 recoverable by the Group

SHARE-BASED EMPLOYEE REMUNERATION
All share-based payment arrangements that were granted after 7 November 2002 are recognised in the consohdated financial statements

The Group operates equity-settled share-based remuneration plans for its employees All employee services received in exchange for the grant of any
share-based remuneration are measured at their fair values These are indirectly determined by reference to the fair value of the share options awarded
Their value ts determined at the date of grant and 15 not subsequently remeasured unless the conditions on which the award was granted are modified
The fair value at the date of the grant is calculated using the Binomial and Monte Cado opton prang models and the cost 1s recognised on a strarght-hne
basis over the vesting period Adjustments are made to reflect expected and actual forfertures durng the vesting perod to satisfy service conditions

All share-based remuneration is ultrmately recogrised as an expense In the income statement with a corresponding credit to share-based payment reserve

Upon exercise of share options, the proceeds recelved net of any directly attnbutable transaction costs up 0 the nominal value of the shares issued are
allocated to share capital with any excess being recorded as share prermum
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Principal accounting policies — Group

LEASES

tn accordance with 145 17, the economic ownership of a leased asset 15 transferred 1o the lessee if they bear substantially all the nisks and rewards related
to the ownership of the leased asset The related asset 1s recogrused at the time of inception of the lease at the fair value of the leased asset or if lower,
the present value of the lease payments plus inaidental payments, if any, to be borne by the lessee A corresponding amount 1s recogmised as a finance
leastng liability, trrespective of whether some of these lease payments are payable up-front at the date of inception of the lease

Subsequent accounting for assets held under finance lease agreements, 1 ¢ depreciation methods and useful lives, correspond to those applied to comparable
acquired assets The corresponding finance leasing habuity 15 reduced by lease payments less finance charges, which are expensed to finance costs Finance
charges represent a constant penodic rate of interest on the outstanding balance of the finance lease kiabikity

All other leases are treated as operating leases Payment on operating lease agreements 1s recognised as an expense on a straight-hne basts over the lease
term Assocated costs, such as maintenance and insurance, are expensed as incurred The Group does not act as a lessor

FINANCIAL LIABILITIES/ASSETS
The Group's financial habilities are overdrafts trade and other payables and finance leasing habilities They are included in the balance shest hine items
‘Short term borrowings and overdrafts’, 'Non-current financial habilities” and “Trade and other payables’

Financial habilities are recogrised when the Group becames party to the contractual agreements of the instrument All interest related charges are recogmsed
as an expense In ‘finance cost’ in the Income statement

Finance lease habilities are measured at initial value less the capital element of lease repayments

Trade recevables are non-denvative financial assets with fixed or determinable payments that are not quoted in an active market They anise when the Group
provides money, goods or services directly to a debtor with no intention of trachng the recevables Trade receivables are initially recorded at invoiced value
and subsequently re-measured at invoiced value, less prowision for impairment Any change in their value through impairment or reversal of impairment s
recognised In the income staternent

Provision against trade recervables 1s made when objective evidence 1s received that the Group will not be able to collect all amounts due to 1 in accordance
with the onginal terms of those recevables The amount of the wnte down 1s determined as the difference between the asset’s carrying amount and the
present value of estimated future cash flows Individually significant balances are reviewed separately for impairment based on the credit terms agreed with
the custorner Other balances are grouped into credit risk categories and reviewed 1 aggregate

EQUITY INSTRUMENTS
Share capital is determined using the nominal value of shares that have been issued Equity-settled shared-based employee remuneration is credited to the
share-based payment reserve untl the related share options are exercised

Dividend distnbutions payable to equity shareholders are included i *Current financsal habilities” when the dwdends are approved in general meeting prior t0
the balance sheet date
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NEW STANDARDS AND INTERPRETATIONS NOT YET APPLIED
A number of new European Union adopted standards, amendments to standards and interpretations are not yet effecuve for the year ended 31 December 2007
and have not been applied in prepanng these financial statements

IAS i ‘Presentation of Financial Statements (Revised) requires the Group to make new disclosures to enable users of the financial staternents to evaluate the
Group's objectives, policies and processes for managing capital 1AS 1 will become mandatory for the Group's 2009 finanaal statements It will give nse to
additional disclosures

1AS 23 ‘Borrowing Costs’ generally requires the immediate expensing of borrowing costs 145 23 (Rewised} will become mandatory for the Group's 2008
financial statements It 1s not expected to have any impact of the Group’s financial statements

145 27 (Rewvised} ‘Consclidated and Separate Financial Statements amends the accounting treatment for non-controlling interests and the loss of control
of a subsidiary 1AS 27 (Revised) will become mandatory for the Group’s 2010 financial statements 1115 not expected to have any impact of the Group s
financial statements

IFRS 8 ‘Operating Segments’ introduces the ‘management approach’ to segment reporting IFRS 8, which becomes mandatory for the Group’s 2009 financial
statements will require the disclosure of segment information based on the internal reports regularly rewewed by the Board Currently the Group presents
segment information in respect of business segments (see note 1), these segments are not expected to change under the Group’s management approach

IFRIC 11 = IFRS 2 ‘Group and Treasury Share Transactions’ addresses whether certain transactions should be accounted for as equity-settled or cash-settled
and the treatment of share-based payments that involve two or more entities within the same Group 1FRIC 11 will become mandatory for the Group's 2008
financial statements with retrospective apphication required 1t 1s not expected to have an impact of the Group’s financal statements

IFRIC 12 Sennce Concession Arrangements’ gives guidance on the accounting by operatars for public to pnvate service concession arrangements IFRIC 12
will become mandatory for the Group’s 2008 financial staternents {145 not expected to have an impact of the Group's financial statements

IFRIC 13 "Customer Loyalty Programmes addresses accounting by an entity that grants award credits to 1ts customers IFRIC 13 will become mandatory
for the Group’s 2009 financial statements It 1s not expected to have an impact of the Group’s financial statements

IFRIC 14 — JAS 19 'The bimit on a Defined Benefit Asset, Minimum Funding Requirements and their Interacuon’ addresses accounting by an entity for assets
relating to any post-employment defined benefit and other long term employee defined benefit schemes IFRIC 14 will become mandatory for the Group’s
2008 finanaial staternents [t 1s not expected to have a material impact on the Group's financial statements
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Consolidated income statement

for the year ended 31 December 2007

2007 2007 2006 2006
Note £'000 £'000 £ 000 £000
SALES REVENUE 1 304,620 241,414
Cost of sales {224,808} (174,399)
GROSS PROFIT 79,812 67,015
Other adrministrative expenses (62,186) (53 970)
Operating result before share-based payments and amortisation of acquisitton intangibles 17,626 13,045
Amortisation of acquisition intangibles 10 (1,500) {255)
Share-based payments 5 {550) {535)
TOTAL ADMINISTRATIVE COSTS (64,236) {54,760)
OPERATING RESULT 1 15,576 12,255
Finance income 3 222 130
Finance costs 3 (345) (118)
RESULT FOR THE YEAR BEFORE TAX 2 15,453 12 267
Tax expense [ {4,519) {2 068)
NET RESULT FOR THE YEAR 10,934 10,189
EARNINGS PER SHARE
Basic 8 15 65p 17 05p
Diluted 8 i511p 15 99p

All activities are continuing

The accompanytng accounting policies and notes form an integral pant of these financial statements
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2007 2006
Note £°000 £ 000
ASSETS
NON-CURRENT
Goodwill 9 46,781 13,811
Intangible assets 10 12,608 1,029
Property, plant and equipment 1Al 8,199 5,716
Deferred tax asset 18 1,116 3,000
Trade and other recevables 15 1,710 786
70,414 24,342
CURRENT
Inventornes 13 9,277 9,104
Trade and other recewvables 15 49,929 39,548
Cash at bank and in hand 15,250 12,127
74,456 60,779
TOTAL ASSETS 144,870 85,121
EQUITY
EQUITY ATTRIBUTABLE TO THE SHAREHOLDERS OF MEARS GROUP PLC
Called up share capital 19 732 615
Share premium account 20 31,007 5,547
Share-based payment reserve 20 2,035 1,485
Merger reserve 20 11,548 —
Retained earntngs 20 37,373 30363
TOTAL EQUITY 82,695 38,010
LIABILITIES
NON-CURRENT
Deferred tax labilties 18 3,71 —
Other habilies 17 3,19 2,876
6,912 2,876
CURRENT
Short term borrowings and overdrafts - 228
Trade and other payables 16 52,410 42,186
Current tax habiliies 2,798 1,438
Pension and other employee benefits 25 55 383
CURRENT LIABILITIES 55,263 44,235
TOTAL LIABILITIES 62,175 47,111
TOTAL EQUITY AND LIABILITIES 144,870 85,121

The financial statements were approved by the Board of Directors on 30 Apnl 2008

gk~ LY

R HOLT A CMSMITH
Director Director

The accompanying accounting policies and notes forem an integral part of these financial statements
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Consolidated statement of recognised income and expense

for the year ended 31 December 2007

2007 2006

Note £ 000 £000

Actuanal ganvlloss) on defined benefit pension scheme 25 295 (77}
Decrease 1n deferred tax asset i8 {1,675) (550}
Net expense recogrused directly 1o equity (1,280) (627)

Profit for the finanaial penod

10,934 10,199

Total recognised income and expense for the period

9,554 9,572

The accompanying accounting policies and notes form an integral part of these financial statements
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2007 2006
Note £'000 £000
OPERATING ACTIVITIES
Result for the year before tax 15,453 12,267
Adjustments 21 3,767 2,312
Change in inventones (134) (3,468}
Change in operating recewvables (5,190) (7,697}
Change 1n operating payables 1,971 9,023
Cash inflow from operating actvities before taxes paid 15,867 12 437
Taxes paid (3,506) (2 394)
12,361 10,043
INVESTING ACTIVITIES
Additions to property, plant and equipment (3,314) (1,371)
Addtions 1o development expenditure (225) (222)
Proceeds from disposals of property, plant and equipment 143 146
Acqusition of subsidiary undenaking, net of cash (28,391) {3 543)
Interest recewved 280 136
(31,507) {4,854)
FINANCING ACTIVITIES
Proceeds from share 1ssue 25,544 1,614
Discharge of finance lease hability (8g) (46)
Interest paid (415) {i24)
Dividends paid (2,544) (1,676)
22,497 {232)
Cash and cash equivalents beginning of year 11,899 6,942
Net increase in cash and cash equivalents 3,351 4 957
CASH AND CASH EQUIVALENTS, END OF YEAR 15,250 11,899
Cash and cash equivalents 15 comprised as follows
Cash at bank and 1n hand 15,250 12,127
Short term borrowings and overdrafts — (228)
CASH AND CASH EQUIVALENTS 15,250 11,899

The accompanying accounting policies and notes form an integral pant of these financial statements
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Notes to the financial statements — Group

1 SEGMENT REPORTING
The Group operates four (2006 three) business segments Social Housing, Domiciliary Care, Mechanical and Electncal {M&E) and Vehicle Distnbution
All of the Group's activities are carned out within the United Kingdom

2007 2006
Social Domicihary Vehitle Socal Vehicle
Housing Care ME&E Distnbution Total Housing M&E  Dstribution Total

Business segments £°000 £'000 £000 £7000 £7000 £'000 £ 000 £7000 £000
REVENUE 205,559 28,718 61,181 9,162 304,620 184,017 49 069 8,328 241,414
OPERATING RESULT
PRE-AMORTISATION OF
ACQUISITION INTANGIBLES 12,208 1,801 2,587 480 17,076 10,323 1793 394 12,510
Amortisation of acquisition intangibles (300} (1,200) —— — (1,500} (255) — — (255)
OPERATING RESULT 11,808 601 2.587 480 15,576 10,068 1,793 394 12 255
Finance costs, net 391 {532} {137) 155 {123) (147} 44 115 12
Tax expense (3,721) (38} {580) (180) (4,519) {1,680) {288) (100} {2,068)
NET RESULT FOR THE YEAR 8,578 31 1,870 455 10,934 8,241 1,549 409 10,199
SEGMENT ASSETS 81,946 32,749 25,651 4,524 144,870 58,627 22 373 4121 85121
SEGMENT LABILITIES (11,856) (25,520) (14,452) (3,435) {55,263} {31,327) (14,372) (1,412} (47,111}
PROPERTY, PLANT AND
EQUIPMENT ACQUIRED 3,327 1,078 348 22 4,775 1710 113 33 1,856
DEPRECIATION 1,258 179 166 63 1,666 1 046 346 121 1,513
2 RESULT FOR THE YEAR BEFORE TAX
Result for the year before tax 1s stated after

2007 1006

£000 £ 000
Auditors’ remuneration
— audit services a0 38
~ audit of subsidiary undertakings 110 87
- tax services 50 40
Share-based payments 550 535
Deprectation 1,666 1,513
Amortisation 1,555 255
Hire of plant and machinery 1,359 1,030
Other operating lease rentals 8,862 5.747

Included wathin tax serces are tax compliance fees of £0 03m and tax advice fees of £0 02m
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2007 2006
£000 £ 000
Interest charge on overdrafts (327) {108)
Finance charges in respect of finance leases (9 (10}
Interest charge on defined benefit obligation (9) —
FINANCE COSTS {345) (118}
Interest income resulting from short term bank deposits 222 130
NET FINANCE {CHARGE)AINCOME (123) 12
4 EMPLOYEES
Stafi costs dunng the year were as follows
2007 2006
£7000 £ 000
Wages and salaries 89,256 62,633
Souial security costs 8,208 5,879
Other pens:on costs 1,000 872
98,464 69,384
The average number of employees of the Group during the year was
2007 2006
Number Number
Site workers 1,630 1,529
Carers 1,733 —
Office and management 1,125 867
4,488 2,396
Remuneration un respect of Direciars was as follows
2007 2006
£'000 £ 000
Emoluments 871 754
Gains made on the exeraise of share options — 911
Pension contnbutions to personal pension schemes 133 125
Compensation for loss of office 132 —
1,136 1,790
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Notes to the financial statements — Group

4 EMPLOYEES CONTINUED
The amounts set out above include remuneration in respect of the highest paid Director as followws

2007 2006
£°000 £ 000
Emoluments 266 192
Gains made on the exeraise of share options - 9i1
Pension contributions to personal pension schemes 75 26

During the year contnibutions were paid to personal pension schemes for six Directors (2006 three)
Burnng the year no Duectors (2006 one) exercised share options

5 SHARE-BASED EMPLOYEE REMUNERATION
As at 31 December 2007 the Group mamtained five share-based payment schemes for employee remuneration

APPROVED SHARE OPTION PLAN

Options are exercisable at a pnice equal to the average quoted market pnce of the Company's shares on the three dealing days prior to the date of grant
The vesting penod Is three years If the options remain unexercised after a penod of ten years from the date of grant, the options expire Opuons are forfeited

if the employee leaves the Mears Group before the options vest

Detalls of the share options outstanding during the year are

2007 2006
Weighted Weighted
average average
exercise exercise
Number price Nurnber price
*000 P 000 p
Qutstanding at 1 January 1,210 229 802 169
Granted 552 232 523 300
Forfeited (2695) 233 (55} 231
Exercised {207) 1684 (60} S0
Qutstanding at 31 December 1,290 240 1,210 229

The weighted average share price at the date of exercise for share options exercised dunng the penod was 331p The options outstanding at 31 December 2007

were exercisable at prices between 50p and 300p and had a weighted average remaiming contractual life of B 5 years




5 SHARE-BASED EMPLOYEE REMUNERATION CONTINUED
ENTERPRISE MANAGEMENT INCENTIVE PLAN
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Options are exercrsable at a price equal to the average quoted market price of the Company‘s shares on the three dealing days pnior to the date of grant
The vesting penod ts three years If the options rematn unexercised after a period of ten years from the date of grant, the options expire Options are forfeited

if the employee leaves the Mears Group before the options vest

Dezalls of the share options outstanding durnng the year are

2007 2006
Weighted Weighted
average average
exercise exercrse
Number price Number price
“000 P 000 p
Qutstanding at 1 January 578 n 2 051 61
Granted —_ — — —
Forferted (10) 77 (20) 77
Exercised (129) 7" {1,453) 57
Outstanding at 31 December 439 71 578 71

The weighted average share price at the date of exercise for share options exerased dunng the penod was 335p The options ouistanding at 31 December 2007
were exercisable at prices between 50p and 77p and had a weighted average remaining contractuat hfe of 4 9 years

UNAPPRCVED SHARE OPTION PLAN

Options are exercisable at a price equal to the average quoted market price of the Company's shares on the three dealing days pricr to the date of grant
The vesting period 15 three years |f the options remain unexercised after a peniod of ten years from the date of grant the options expire Options are forfeited

if the employee leaves the Mears Group before the options vest

Details of the share options outstanding dunng the year are

2007 2006
Weighted Weighted
average average
exercise exercise
Number price Number price
“000 P 000 P
Quistanding at 1 January 3,137 148 3,761 113
Granted 1,177 260 385 300
Forfeited {419) 264 (59) 179
Exercised {406) 145 (940} 71
Outstanding at 31 December 3,489 19 3,137 148

The weighted average share price at the date of exercise for share options exeraised during the penod was 288p The options outstanding at 31 December 2007
were exercisable at prices between 68p and 300p and had a weighted average remaining contractual kfe of 7 2 years




MEARS GROUP PLC
Annual report and accounts 2007

Notes to the financial statements — Group

5 SHARE-BASED EMPLOYEE REMUNERATION CONTINUED

SAVE AS YOU EARN (SAYE) SCHEME

Options are avallable to all employees Options are granted for a penod of erther three or five years Options are exercisable at a price based on the quoted
market price of the Company's shares at the time of invitation, discounted by 20% Options are forfeited if the employee leaves the Mears Group before the
options vest

Details of the share options ocutstanding duning the year are

2007 2006
Weighted Weighted
average average
exercise exercise
Number price Number price
000 p oo p
Qutstanding at 1 January 1,072 182 1.050 147
Granted — _ 341 230
Forferted (134) 204 (123) i68
Exercised (189) 135 (196) 89
Cutstanding at 31 December 749 180 1,072 182

The weighted average share pnce at the date of exerase for share options exercised dunng the penod was 282p The options outstanding at 31 December 2007
were exercisable at pnces between 100p and 230p and had a weighted average remaining contractual ife of 1 8 years

LONG TERM INCENTIVE PLAN (LTIP)
During the year the Chairman was granted a premium pnced option hnked to long term performance The prnincipal terms of the LTIP and performance
conditions are detailed below

Principal terms of LTIP

Number of options 7,945 559
Exercise price 320p
Performance conditions Average real EPS growth attained over three financial years with the base penod for caleulaung EPS being 31 December 2006

EPS will be calculated before amortisation and IFRS 2 costs The perfarmance will be measured at the end of the three
year penced If the EPS condition i1s not achieved or partially achieved any awards not vested will lapse

Vesting conditions Awards wall vest at the end of the three year performance period and will be exercisable 60% on the end of year three,
20% at the end of year four and 20% at the end of year five
Dividend LTIP includes an entitlernent to receive a payment equivalent 1o the value of the dividend which would have accrued

on the shares under option The payment will be settled by cash and/or shares at the paint of exerase of the option

Performance condisions of LTiP

Performance levels Level of vesung
5% + RPIp a 10%
10% + RPIp a 50%
15% + RPIpa 100%

All share-based employee remuneration will be settled In equity The Group has no fegal obligation to repurchase or settle the options




5 SHARE-BASED EMPLOYEE REMUNERATION CONTINUED
LONG TERM INCENTIVE PLAN (LTIP} CONTINUED
The fair values of options granted were determined using the Binomial and Monte Caro cption pricing models Sigmificant inputs inte the calculation include
the market prce at the date of grant and exercise prices Furthermore, the calculation takes into account the future dmdend weld, the share pnce volatility

rate and the risk-free interest rate
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The underlying expected share pnice volatility was deterrined by reference to histoncal data The Company expects the volatibity of its share pnce to reduce
as It matures The nisk-free interest rate was deterrmined by the implied yield available on a zero-coupon government bond at the date of grant Adjusiments
are made to reflect expected and actual forfeitures dunng the vesting period due to failure to satisfy service condstions

In total, £0 6m of employee remuneration expense has been included in the canschidated income statement for 2007 {2006 £0 5m}, which gave nse to
additional paid-in capital No habikties were recognised due to share-based payment transactions

The fair values of options granted dunng 2006 and 2007, together with the significant inputs into the calculations, are detailed below

Share price Estimate
Option Date of Number at date Exercise Risk-free Vesting of option
scheme grant granted of grant price Volatility rate Exit rate conditions fair value
ESOP and unapproved Apr 2006 908 500 300p 300p 20% 4 50% 20% 3 years’ service 37p
SAYE QOct 2006 215163 299 230p 16% 4 75% 30% 3 years’ service 47p
SAYE Oct 2006 119,84C 299p 230p 16% 4 75% 30% 5 years' service 34p
Unapproved Sep 2007 1176,563 260p 260p 20% 5 50% 20% 3 years’ service and 31p
EPS performance cnitena
Esop Dec 2007 551,937 232p 232p 20% 5 530% 20% 3 years' service and 19p
EPS performance cnteria
LTIP Nov 2007 7,945,559 240p 320p 20% 5 50% 0% 3 years' service, 22p
EPS and share price
performance critera
829,764 options lapsed duning the year The market price at 31 December 2007 was 235p and the range duning 2007 was 232p to 377p
At 31 December 2007 2 754 466 options had vested and were still exercisable at a weighted average exercise price of 85 5p
The following options have been granted to current Directors
Number of options
duning the year
1 January 31 December Exercise Exercise
Direcicor 2007 Granted Exercised 2007 prce dates
R Halt 435,000 — — 435,000 77p 2006-2013
50,000 — — 50,000 154p 2007-2014
— 7,945,559 — 7,945,559 320p 2010-2012
D J Robertson 200,000 — — 200,000 77p 2006-2013
50,000 — — 50,000 154p 2007-2014
40,000 — — 40,000 231p 2008-2015
35,000 — — 35,000 300p 2009-2016
D J Miles 50,000 — — 50,000 tS4p 2007-2014
15,000 — — 15,000 231p 2008-2015
25,000 — — 25,000 300p 2009-2016
— 100 000 — 100,000 260p 2000-2017
A CMSmith 50,000 — — 50,000 77p 2006-2013
40 000 — — 40,000 154p 2007-2014
4,328 — — 4,328 216p 2008
15,000 — — 15,000 231p 2008-2015
25,000 — — 25,000 300p 2009-2016
— 100,000 — 100,000 260p 2010-2017
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& TAX EXPENSE
Tax recognised 1n the iIncome statement

2007 2006

£1000 £ 000
United Kingdom corporation tax effecuve rate 30 4% (17 3%) 4,703 2,118
Adjustment In respect of prewous penods (203) -
Total current tax recognised in Income statement 4,500 2,118
Deferred taxation charge
- on defined benefit pension obligations 10 —_
- on share-based payments 200 (50}
- on accelerated capital aflowances 300 —
- on amortisatton of acquisiion intangibles {491) —_—
Total deferred taxation recognised in inceme statement 19 (50)
Total tax expense recognised 1n income statement 4,519 2,068
The charge for the year can be reconciled to the ncome statement as follows

2007 2008

£'000 £ 000
Result for the year before tax 15,453 12 267
Result for the year multiphed by standard rate of corporation tax in the United Kingdom of 30% (2006 30%) 4,636 3,680
Effect of
Expenses not deductible for tax purposes 279 251
Capital allowances i excess of depreciation 3 (&)
Tax relief on exercise of share options (286) (1,765}
Tax rate difference (30$) —
Utilisation of tax losses (98) (92)
Adyustment in respect of pnor penods (203) —
Actual 1ax expense, net 4,519 2068
DEFERRED TAX RECOGNISED DIRECTLY IN EQUITY
Deferred taxation charge
- on defined benefit pensian abhgations 25 -
- on share-based payments {1,700} (550}
Total deferred taxation recognised in equity (1,675) {550}
TOTAL TAX
Total current tax 4,500 2,118
Total deferred tax (1,656) (600)
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7 DIVIDENDS
The followtng drvidends were paid on ordinary shares in the year
2007 2006
£°000 £7000
Final 2006 dwmidend of 2 40p {2006 final 2005 dividend of 1 30p) per share 1,743 1,125
Intenm 2007 dvidend of 1 10p (2006 interim 2006 dmdend of O 50p) per share 801 550
2,544 1,675

The proposed final 2007 dmdend of 2 90p per share has not been included within the Group ftnancial statements as no obligation exsted at 31 December 2007

8 EARNINGS PER SHARE

Basic Dilited
2007 2006 2007 2006
P p P p
Earnings per share 1565 17 05 15 11 15 99
Effect of amorusation of acquisition intangibles 215 ¢35 207 033
Effect of full tax adjustment {0 81) (287) (078) (2 89)
Normahsed pre-amortisation earnings per share 16 99 1453 16 40 13 63

A normalised earnings per share Is disclosed 1n order to show performance undistorted by amortisation of intangibles and the tax effect of share options
The profit attnbuiable to shareholders before and after adjustments for both basic and diluted earnings per share 1s

2007 2006
£'000 £ 000
Profit attrbutable to sharehaolders 10,934 10,199
— amortisation of acquisition intangibles 1,500 255
- tax effect of share options (567) {1,765)
Adjusted profit attnbutable to shareholders 11,867 8 689

The calculation of earrings per share 1s based on a weighted average of ordinary shares in issue during the year The diluted earnings per share s based
on a weighted average of ordinary shares calculated in accordance with 1AS 33 'Earrings per Share’, which assumes that all dilutive options will be exercised
The additional normahsed basic and dituted EPS use the same weighted average number of shares as the bastc and diuted EPS

2007 2006

Millions Milhans

Weighted average number of shares in 1ssue 69 85 58 82
— dilutive effect of share options 251 497

Weighted average number of share for calculating diluted earmings per share 72 36 6379
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9 GOODWILL
Goodwill
arsing on Purchased
consohdation goodwill Total
£'000 £'000 £ 000
GROSS CARRYING AMOUNT
At 1 January 2006 10,158 489 10,647
Addrtions 3,827 — 3,827
Revision {580) (83) (663}
At 1 January 2007 13 405 406 13,811
Additions 32,728 — 32,728
Rewiston 242 — 242
AT 31 DECEMBER 2007 46,375 406 46,781
ACCUMULATED IMPAIRMENT LOSSES
At 1 January 2006, at 1 January 2007 and at 31 December 2007 — — —
CARRYING AMOUNT
AT 31 DECEMBER 2007 46,375 406 46,781
At 31 December 2006 13405 406 13,811
At 31 December 2005 10158 489 10,647

Additions to goodwll ansing on consobdation are detailed within note 22 Rewisions related to adjustments to consideration on pror year acquisitions

Goodwill s not amortised but 1s reviewed for impairment on an annual basis or more frequently If there are any indicatrons that goodwill may be impaired
Goodwill acquired 1n a business combination 1s allocated to groups of CGUs according to the level at which management moniter that goodwill Geodwall

15 carried at cost Jess accumulated impairment losses

The carrying value of goodwall 1s primanly compnsed of the following CGUs

Goodwll
ansng on Purchased

consolidatron goodwill Total
£000 £'000 £ 000
Social Housing 7,980 406 8,386
Dormicilary Care 32,434 _— 32,434
M&E 433 _ 4,33
Vehicle Distnbutron 1,630 - 1,630
46 375 406 46,781

An asset s impaired If its carnang value exceeds the urut's recoverable amount which i1s based upon value in use At 31 Decernber 2007 impairment

reviews were performed by companng the carrpng value of the CGU with the value in use of the CGUs to which goodwill has been allocated The value
in use is calculated based upon the cash flow projections of the latest one year budget forecast extrapolated for four years by a growth rate applicable

to each urit and an appropriate terminal value based on a perpetunty calculation assuming no growth beyond year five




9 GOODWILL CONTINUED
The rates used were as follows
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Growth

Corparation Drscount rates

tax rate (years 2-5)

Social Housing 28% 10 0% 25%
Domicihary Care 28% 11 0% 5 0%
M&E 28% 11 0% 25%
Vehicle Distribution 28% 11 0% 25%

The estimated growth rates are based on past experience and knowledge of the individual sector's markets

® The contracts awarded within the social housing area are significant in s1ize and the contract terms are typically three to ten years in duration The record
AJ
of Mears in retaining contracts on expiry 1s typically over 90% The impairment reviews have abways taken a particularly prudent stance and incorporated

a mimimal growth assumption of 2 5%

® The contracts awarded within the domicihary care area are lower in size than those of sodal housing and the contract terms are typrcally three to five years
in duration The Care diviston has a goed record 1n retaining contracts on expiry The dormicchary care market 1s becoming increasingly sophsticated
and the expectation of management is for significant consolidation within the sector offering an opportunity to achieve sigrificant organic growth

The impairment reviews have taken a prudent stance and incorporated a growth assumption of S 0%

® The contracts awarded within M&E are project based and typically have a duration of six months to two years The pipeline for future orders is far less
visible than social housing however the Company has a track record for generating organic growth Similarly, the mpairment reviews have ahways taken
a partrcularly prudent stance and incorporated a minimal growth assumptuon of 2 5% per annum which ts viewed as achievable with modest effort

® The fleet distnbution market 1s the most mature of the three areas The sector 1s showing mimimal growth however the Company has typically managed

to grow revenue year on year within its core activity The impairment review has incorporated a minimal growth assumption of 2 5% per annum

Budgeted operating profits during the budget perod for Social Housing, M&E, Domiciliary Care and Vehicle Distribution are estimated by reference

to the average gross margins achieved in the period immediately before the start of the budget peniod There 15 no inciusion for any anticipated

efficency improvements

The Directars consider that reasonably possible changes in these key assumptions would not cause a unit's carrying amount to exceed 1ts recoverable amount
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10 OTHER INTANGIBLE ASSETS

Acquisition Other
ntangibles intangibies
Total
Chent Order  acqusition Development Total
relationships book  intangibles  expenditure intangibles
£ 000 £000 £000 £ 000 £ 000
Gross carmpng amount
At 1 lanuary 2006 — - — — —
Acquired on acquision 134 928 1,062 - 1,062
Additions — - — 222 222
At 1 January 2007 928 134 1,062 222 1.284
Acquired on acguisihion 7.925 3,935 11,860 —_ 11,860
Additions 1,049 — 1,049 225 1,274
AT 31 DECEMBER 2007 9,902 4,069 13,9711 a47 14,418
ACCUMULATED AMORTISATION
At 1 January 2006 — - — — —
Amortisation charge for penod 32 223 255 — 255
At 1 lanuary 2007 223 32 255 — 255
Amorusation charge for penod 950 550 1,500 55 1,555
AT 31 DECEMBER 2007 1,173 582 1,755 55 1,810
CARRYING AMOUNT
AT 31 DECEMBER 2007 8,729 3,487 12,216 392 12,608
At 31 December 2006 705 102 807 222 1,029

Development expenditure relates to internal computer software development Additions to intangible assets ansing on consohdaton are detailed wathin

note 22

Amortisation of development expenditure 1s included within other administrative expenses Amortisation of acquisition intangibles 1s disclosed indwvidually




11 PROPERTY, PLANT AND EQUIPMENT
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Freehold Fixtures
land and Leasehold Plantand  fitings and Maotor
buldings improvements machinery  equipment vehicles Total
£ 000 £'000 £ 000 £ 000 £ 000 f 000
GROSS CARRYING AMOUNT
At 1 January 2006 g 2,166 2,613 6,244 764 11,796
Additions — 177 27 1,100 65 1,369
Acquired on acguisition — 44 25 42 37¢ 487
Dispesals — (43) (178} {549} (106} (876)
At 1 January 2007 9 2344 2,487 6,837 1,099 12,776
Adariions - 1.777 68 1,448 21 3,314
Acquired on acquisition — 10 — 1,374 77 1,461
Disposals (9 {258) (52) (10) (82) {411)
AT 31 DECEMBER 2007 — 3,873 2,503 9,649 1,115 17,140
DEPRECIATION
At 1 January 2006 7 596 1,625 3,212 529 5,969
Prowided in the year — 258 158 995 102 1,513
Acquired on acquisition — ) 16 8 236 288
Eliminated on disposals — (30) {62} (549) 69 (710)
At 1 January 2007 7 832 1,737 3,686 798 7.060
Provided in the year 1 294 125 1,156 90 1,666
Acguwed on acquisition — — — 592 18 610
Eliminated on disposals {8) (254) (28) (6) (99) {395)
AT 31 DECEMBER 2007 — 872 1,834 5,428 807 8,941
CARRYING AMOUNT
AT 31 DECEMBER 2007 — 3,001 669 4,221 308 8,199
At 31 December 2006 2 1,512 750 3151 301 5716
At 31 December 2005 60 240 953 2,826 3N 4 450
The figures stated above include assets held under finance leases as follows
Plant and
machinery
£ 000
NET BOOK AMOUNT
AT 31 DECEMBER 2007 70
At 31 December 2006 98
DEPRECIATION PROVIDED IN THE YEAR 18
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12 INVESTMENTS
The principal undertakings within the Group are shown below

Proportion
held

Mears Limited -
Uruted Fleet Distribution Limited

Haydon Mecharucal & Electrical Lmited

Scion Group Limited

Laidlaw Scott Limuted
Careforce Group PLC
Mears Insurance Captive Limited

100%
100%
100%
100%

100%
100%
99 99%

All matenal subsidiary undertakings prepare accounts to 31 December All subsidiary undertakings are registered in England and Wales with the exception
of Mears Insurance Captive Limited which 1s registered in Guernsey and Laidlaw Scott Limited which is registered in Scotland

A full list of subsidiary undertakings 1s available from the Company Secretary upen request

12 INVENTORIES

Matenals and consumables
Work 1n progress

The Group consumed inventones totalling £205 8m duning the year (2006 £174 4m) No items are being carned at far value less costs to sell (2006 £nil)

14 CONSTRUCTION CONTRACTS

Revenue of £57 4m (2006 £38 6m) relating to construction contracts has been included n the consolidated income statement

Contract costs incurred
Recognised gross profiis
Recognised gross losses

Balances outsianding comprise

Retentions

Due from customers for construction contract wark
Due to customers for construction contract work

Retentions will be payable upon acceptance of the work performed by the customer The amounts due to customers for construction work are included

in Trade and other payables’

Prowiston Of maintenance services
Vehicle collecuon and delivery
Provision of mechamical and electncal sernces

Prowision of mechamical and electncal
services and grounds maintenance

Provision of maintenance services
Prowviston of domiciliary care
Prowvision of insurance services
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2007 2006
£000 £ 000

Current assets

Trade recevables

Amounts recoverable on construction contracts
Amounts recoverable on non-construction contracts
Prepayments and accrued income

34,221 25,184

6,556 2,629
6,917 9774
2,235 1,961

Non-current assets
Trade recevables

49,929 39,548

1,710 786

Total trade and other recevables

51,639 40,334

Trade receivables are normally due within 30 to 60 days and do not bear any effective interest rate  All trade receivables are subject to credit nsk exposure
However, there 1s no specific concentrauon of credit nsk as the amounts recognised represent a large number of recevables from vanous customers tncluded
In trade recervables 1s an amount of £1 7m (2006 £0 8m) which 1s due after more than one year and represents retention balances

16 TRADE AND OTHER PAYABLES

2007 2006
£'000 £000

Trade payables

Accruals and deferred tncome

Social secunity and other taxes

Due to customers for construction contract work
Other creditors

Amounts due under finance lease contracts

27,643 22,803
8,420 11 046

8,955 6,239
2,703 1,530
4,651 511

38 57

52,410 42,186

The fair value of trade payables has not been disclosed as due to therr short duration management considers the carmang amounts recogmised in the balance

sheet to be a reasonable approximation of their far value
The amounts due under construction contract work wall generally be utiised within the next reporting penod
The amounts due under finance lease contracts are secured on the assets to which they relate

17 LONG TERM FINANCIAL LIABILITIES

2007 2006

£ 000 £00D

Other creditors 3,178 2,820
Amounts due under fimance lease contracts 13 56
3,1:M 2,876

Included in other creditors 1s £6 Om (2006 £3 Om), of which £2 8m (2006 £0 2m) 15 included within trade and other payables and falls due within one year,

relaung to deferred consideration on acquisitions
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17 LONG TERM FINANCIAL LIABILITIES CONTINUED

FINANCIAL INSTRUMENTS

The Company uses financial instruments, compnsing borrowangs, cash and vanous items such as trade receivables and trade payables that anse directly from
its operations The main purpose of these financial instruments 1s to finance the Company’s operations

LIQUIDITY RISK
The main financial nsks of the Group relate to the availability of funds to meet business needs and the nsk of default by counter-parties to financial transactions

The Group seeks to manage hgquidity nsk by ensuring sufficient hquidity 1s available to meet foreseeable needs and to invest cash assets safely and profitably
CREDIT RISK

Trade receivables are normally due withun 30 to 60 days All trade recevables are subject to credit risk exposure Social Housing customers are typcally
local authonties and housing associations Large Dormicihary Care customers are typically county councils The credit risk within the Mechanical and Electncal
dmision s insured Other trade recevables contain no specific concentration of credit nsk as the amounts recognised represent a large number of recevables

from vanious customers

The Group continuously monitors the posttion of major customers and incorporates thes information inte its credst nisk controls External credrt ratings
are obtained where appropnate

The Company has no interests in the trade of financial instrurments, interest rate swaps or forward interest rate agreements

INTEREST RATE RISK AND SENSITIVITY
The Group finances its cperatians through a modure of retained profits and bank barrowings

The book and fair value of interest rate exposure on financial liabihties of the Group as at 31 December 2007 was

tnterest rate

Fixed Floating Zero Total
£ 000 £ 000 f 000 £ 000
FINANCIAL LIABILITIES — 2007 51 —_— 5,998 6,049
Financial lrabilities — 2006 113 228 3,000 3,341

The Group's sensitivity to interest rate ¢changes 1s minimal due to maintaiming a broadly neutral cash position throughous the year
The floating rate borrowings bear interest at rates based on LUBOR The fixed rate borrowings relate to finance leases
The bank overdraft facility is secured by a fixed and floating charge over the Group s assets

CAPITAL MAINTENANCE
The Group's objectives when managing capial ace

e 1o safeguard the entity's ability 1o continue as a going concern, so that It can continue to provide returns for shareholders and benefits for other
stakeholders, and

® 1o prowide an adequate return to shareholders by pnaing products and sennces commensurately wath the level of risk.
The Group sets the amount of capital in proportion to nsk The Group manages the capital structure and makes adjustments to 1t in the light of changes

in economic conditions and the nsk charactenstics of the underlying assets In order to maintain or adjust the capital structure, the Group may adjust the
amount of dwidends paid to shareholders, return capitat to shareholders 1ssue new shares, or sell assets to reduce debt
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18 DEFERRED TAXATION
Deferred tax 1s calculated on temporary differences under the liability method

DEFERRED TAX ASSET
The Group asset for deferred tax as at 31 December 2007 15 £1 Tm (2006 £3 Om)

Pension  Share-based

scheme payments Total

£ 000 £000 £ 000

At 1 January 2006 — 3,500 3,500
Credit t0 income statement —_ 50 50
Debit to consolidated statement of recognised Income and expense — {550} (550)
At 1 January 2007 —_ 3,000 3,000
Debit to income statement {9} (200) (209)
Credit/{debit) to consolidated statement of recognised income and expense 25 {1,700 (1,675)
AT 31 DECEMBER 2007 16 1,100 1,116

tn accordance with IFRS Z *Share-based Payments’, the Group has recogrused an expense for the consumpuon of employee services receved as consideration
for share options granted A tax deduction will not arise until the options are exercised The tax deduction m tuture penods 1s dependent upon the Company’s
share price at the date of exercise The estimated future tax deduction 1s based on the options’ intnnsic value at the balance sheet date

The cumulative amount credited te the income statement 1s limited to the tax effect of the associated cumulative share-based payment expense The excess
has been credited directly to equity This is presented in the consolidated staterment of recognised income and expense

The deferred tax asset that anses on pre 7 November 2002 grants, even though the grants themselves are not accounted for within the income statement,
15 crechited directly 1o equity

DEFERRED TAX UIABILITIES

Accelerated

Acquisition capral
mtangibles  allowances Total
£'o00 1 000D £'000
At 1 January 2007 and at 1 January 2006 _ — —
On acguisition intangtbles acquired 3,912 — 3,912
Released in respect of amorusation (491) — (491)
Provided in respect of accelerated capital allowances — 300 300
AT 31 DECEMBER 2007 3,421 300 3,721

Intangible assets acquired as part of a business combination are capitahised at fair value at the date of the acquisition and amortised over their useful
economic fives The UK tax regime calculates tax using the indwvidual financial statements of the members of the Group, and not the consclidated accounts
Hence, the tax base of acquisitton intangible assets 1s il The estimated tax effect of this nil tax base 1s accounted for as a deferred tax hability which 1s
released over the penod of amortisauon of the associated acgwsiion INMangible asset
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19 SHARE CAPITAL

2007 2006
£7000 £ 000
AUTHORISED
100,000,000 ordinary shares of 1p each 1,000 1,000
ALLOTTED, CALLED UP AND FULLY PAID
73,244,078 (2006 61,476 713) ordinary shares of ip each 732 615

Dunng the year 11,767,365 ordinary shares of 1p each were ssued for as detalled below The difference between the nominal value of £0 Ym and the total
consideration of £37 tm has been credited to the share premium account or the merger reserve The Company s entitled to the merger relief offered by
Secuon 131 of the Companies Act 1985 in respect of the consideration recerved In excess of the nomunal value of the equity shares 1ssued in connection

with the acquisition of Careforce Group PLC

Fair value of
Number consideration
of shares £ 000

Share placement
Share exchange on acquisition
Share options exercised

7,532,900 24,193
3,304,203 11,581
930,262 1,351

11,767,365 37,125

20 RECONCILIATION OF MOVEMENT IN EQUITY

Share Share-based

Share premium payment Merger Retained Total

capital account reserve reserve earnings equity

£000 £ 000 £ 000 £000 £000 £ 000
At 1 January 2006 588 3,960 1,040 — 22,466 28,054
Net result for the year — — — —_ 10,199 10,199
Deferred tax — — — — {550} {550)
Pension obhgation — — — — (77} {(77)
TOTAL RECOGNISED INCOME AND EXPENSE FOR THE YEAR —_ — - — 9572 9,572
Issue of shares 27 1,587 —_ — —_ 1614
Share option charges —_ — 535 — — 535
Revision to previous year acquisition — — (90} — - (90)

Dividends

— — — —_ (1 675} {i,675)

At 31 December 2006

615 5,547 1,485 — 30,363 38,010

Net result for the year
Deferred tax

— - — —_ 10,934 10,934
— — — -— {1,675) (1,675}

Pension obligation — — — —_— 295 285
TOTAL RECOGNISED INCOME AND EXPENSE FOR THE YEAR —_ — — — 9,554 9,554
Issue of shares 117 25,460 — 11,548 — 37,125
Share option charges — — 550 — _ 550

Dmadends

— (2,544) (2,544)

AT 31 DECEMBER 2007

732 31,007 2,035 11,548 32,373 82,695




21 NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
The following non operating cash fiow adjustments have been made 1o the pre-tax result for the year
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2007 2006

£°000 £ 000
Depreciation 1,666 1,513
(Profitiloss on disposal of property, plant and equipment (127} 21
Amortisation 1,555 255
Share-based payments 550 535
Finance income (222} (i30)
Finance cost 345 118
Total 3,767 2312

22 ACQUISITIONS

The Group made mine Domiciliary Care acquisitions in 2007 of which only one, the acquisiion of Careforce Group PLC 1s considered material and as such 1s
disclosed separately The remainder are shown in aggregate due to them being of a stmitlar composition and the structure of the acquisitions being sdentical
The social housing acquisition relates to the acquisition of the trade and assets of Makers UK limrted The acquisttions’ effect on the Group's assets after

rmaking farr vatue adjustments were as follows

Domicilary Care Soaal Housing
Careforce Qther Other
Group PLC  acquesiions  acquisitions Total
£000 £'000 £000 £ 000
ASSETS
NON-CURRENT
Property, plant and equipment 684 167 — 851
CURRENT
Inventories — 39 — 39
Trade recevables 2 747 1,247 583 4,577
Other debtors 865 687 — 1,552
Cash at bank and in hand — 735 — 735
Total assets 4,296 2,875 583 7.754
LIABILITIES
CURRENT
Trade payables 585 44 — 629
Other creditors 815 1,095 80 1,990
Short term borrowings and overdrafts 47N 137 — 4,908
Accruals 2,471 782 300 3,553
Total habiities 8,642 2,058 280 11,080
Fair value of net assets acquired {4,346) 817 203 {3,326)
Intangibles capitalised 6 300 5,560 1,049 12,909
Deferred tax hability recogmsed in respect of intangibles caprtalised {1,764) {1 557) {294) {3,615)
Goodwill capitalised 23,584 8,850 294 32,728
23,774 13,670 1252 38,696
Sausfied by
Cash 12,193 10,640 1,252 24,085
Delerred consideration — 3,030 — 3030
Share capital 11,581 — —_— 11,581
23,774 13,670 1,252 38 696
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22 ACQUISITIONS CONTINUED

In Apnl 2007 the Group acquired the entire issued share capital of Careforce Group PLC (Careforce) for £23 8m (including acquisiion costs),
satsfied by £12 2m cash and £11 6m satisfied by in exchange for 3 30m Mears Group PLC shares The purchase has been accounted for by the
acquisiion method of accounting

The intangible asset recogrised and valued at £6 3m represent the expected value to be derved from the acquired order book and existing
customer relationships

® Careforce holds Block contracts with local authonties whereby there 1s a contractual commitment to prowide a guaranteed number of hours of care
provision The value placed on this order book s based upon the cash flow projections over the contract term Due to uncertainties with tnang 1o forecast
revenues beyond the contract term, the Directors have taken a measure of prudence and value contracts over the contract term only The cash flows were
discounted at the Careforce weighted average cost of capital of 10 1% which the Directors consider 1s commensurate with the nisks associated with
<aptunng returns from the crder bock The order book has been valued over the estimated usefut life of 6 3 years, and

® Careforce holds Spot contracts with local authonties whereby it has preferred-supplier status although there 1sno guaranteed work The value placed
on these customer relatonships are based on the expected cash inflows The cash flows are discounted at the Careforce weighted average cost of capital
of 11 0% which the Directors consider 1s commensurate with the nsks associated with captunng returns from the customer relationships The cash flow
projections assumed a customer attntion rate of 5% having considered three year hustonc trends on a branch-by-branch basis The assumptions result
in a life, for active customers, of 16 3 years

The Directors consider that the value assigned to goodwall is sigmificantly ligher than that assigned to intangible assets because the value of the acquired
business predominantly lies with the followang components

® the strategic importance of the Careforce acquisition in prowiding expertise in the domiciliary care market,

® the speed to market that the Group achieved through making the Careforce acquisiion, against developing 1ts own domiciliary care business,
o further opportunities to enhance the scope of the Care serices to local authonties,

® the assembled workforce of Careforce, and

® unique cost and revenue synergies available to the Group following integration of the two businesses

The other Domiahary Care acquisitions include eight companies involved in the provision of domicliary care compnsing Qaremont Golcar Lted  Simiply Care bmited,
Capable Care Limited, Care Connect Kirklees bimited, The Sentinel Group, Complete Care Limited, Pooks Care Lirited and CCA Quality Homecare Limited
The Group acquired the entire sssued share capital of these eight companies for £13 7m {including acquisition costs), satisfied by £10 6m cash and contingent
consideration of £3 Om The contingent consideration ts payable duning 2009 and (s based on the achievement of various post tax profit targets The contingent
consideration represents the Directors’ best estimate of contingent consideration payable The maxmum total consideration that could be payable, including
acquisition costsis £13 7m The purchases have been accounted for by the acquisitton method of accounting

The intangible asset recognised and valued at £5 6m represent the expected value to be denved from the acquired order book and existing
customer relationships

® the value placed on this order book 15 based upon the cash flow projections over the contract term Due to uncertainties with trying to forecast
revenues beyond the contract term, the Directors have taken a measure of prudence and value contracts over the contract term only The cash flows
were discounted at a weighted average cost of capital of 12% which the Directors consider 1s commensurate wath the nisks associated with captunng
returns {rom the order book The order book has been valued over the estimated useful life of 3 0 years, and

® the value placed on these customer relationships are based on the expected cash inflows The cash flows are discounted at the Careforce weighted
average cost of capia! of 12% which the Directors consider 1s commensurate with the nsks associated with captunng retuins frem the customer
relationships The cash flow projectrons assumed a customer attrition rate of 5% having considered three year histonic trends on a branch-by-branch
basis The assumptions result in a Wife for active customers of 5 0 years
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22 ACQUISITIONS CONTINUED
The Direciors consider that the value assigned to goodwall represents the workforce acquired and the cost synergies available as a result of these bolt-on
acquisition and the resultant cancal mass

The performance of the Care operations post thesr inclusion 1n the Group are not separably identifiable as they have been fully integrated into the
Care division In the penod to 31 December 2007, the nine Care acquisiions contrnbuted turnover of £28 7m and £1 80m operating profit before amortisation
of intangibles

The other acquisitions also include the acquisition of the social housing business assets of Makers UK Limited, a subsidiary of Keller Group plc, for a nominal
consideration The transaction was completed 1in September 2007 and the assets compnised social housing maintenance contracts with a number of local
authonties Approximately 100 staff also transferred into the Group as a result of the acquisiion The surplus of £1 Om between cost of acquisition and

fair value of pet assets has been identified as an intangible asset refating 1o the customer relatonships acquired In the pencd to 31 December 2007,

this purchase contributed turnover of £2 Om and £0 15m operating profit before amortisation of intangbles

Analysis of net outflow in respect of the purchase of the subsidiary undertakings

2007

£000

Cash at bank and in hand acquired 738
Short term borrowings and overdrafts {4,908)
Cash consideration (24,085)
Cash paid in respect of pnor year acquisiions {133)
(28,391)

During the year the Group and Company paid £0 13m n respect of contingent consideration relating to acquisitions in prior penods

23 CAPITAL COMMITMENTS
The Group had no capital commitments at 31 December 2007 or at 31 December 2006

24 CONTINGENT LIABILITIES
The Group has guaranteed that it will complete the contracts it has commenced with 20 (2006 18) local authonities At 31 December 2007 these guarantees
amounted to £3 71m (2006 £1 89m)

The Group had no other cantingent liabilities at 31 December 2007 or at 31 December 2006

25 PENSIONS

DEFINED CONTRIBUTION SCHEMES

The Group operates a defined contnbution Group personal pension scherne for the benefit of certain employees The Group contnbutes to personal pension
schemes of certain Directors and senior employees The Group operates a stakeholder pension plan available to alf employees During the year, the Group
contrtbuted £0 82m (2006 £0 79m) to these schemes

DEFINED BENEFIT SCHEME

The Group ¢ontributes to defined benefit schemes on behalf of a number of employees The Group operates a defined benefit pension scheme for the benefit
of certain employees of a subsidiary company, Saen Group Limited and its subsidiary undertakings The assets of the scheme are administered by trustees in a
fund independent from the assets of the Group
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25 PENSIONS CONTINUED
IAS 19 'EMPLOYEE BENEFITS'

Costs and habiliies of the scheme are based on actuarial valuations The latest full actuanial valuation was carned out at 31 March 2006 and updated

to 31 Decemnber 2007 by a qualitied independent actuary using the projected unit method

The pnincipal actuarial assumptions at the balance sheet date are as follows

2007 2006 2005
Rate of increase of salanes 37% 37% 33%
Rate of increase for pensions in payment 3 2% 32% 2 8%
Discount rate 58% 52% 4 8%
Inflation 32% 32% 2 8%
Life expectancy for a 65 year old male 19 Byears 13Byears 197years
Expected rates of return on investments are

2007 2006 2005
Equities 76 76 71
Bonds 53 49 47
Cash 57 50 45
The amounts recognised in the balance sheet and major categones of plan assets as a percentage of total plan assets are

2007 2006 2005
% £°000 % £'000 % £ 000

Equities 86 1,219 86 986 89 836
Bonds 7 92 83 3 32
Cash 7 100 8 96 8 71
Group's estimated asset share 1,411 1,145 939
Present value of funded scheme liabilities (1,466) (1,528) {1,182)
Net pension liability (55) {383) (243)
Deferred tax asset 165 — —
Met pension liability {385) {383) {243}




25 PENSIONS CONTINUED
{AS 19 'EMPLOYEE BENEFITS' CONTINUED
The amounts recogmsed in the income statement are as follows
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2007 2006 2005

£°000 £:000 £ 000
Current service ¢ost 158 151 120
Past service cost — - —
Total operating charge 158 151 120
Amount charged to net interest payable
Expected return on pension scheme assets 92 68 51
Expected return on pension scheme Iabilies (83) (60} {48)
Interest on obhgauon 9 8 5
Total charged to the result for year 167 159 125
Changes in the present value of the defined benefit obligations are as follows

2007 2006 2005

£000 £ 000 f 000
Present value of obligations at 1 January 1,528 1,182 794
Current service cost 158 151 120
Interest on obfigations 83 60 46
Plan particspants’ contributions 44 43 42
Benefits pad {7 (i2) {9
Actuanal (gain)oss (340) 104 189
Present value of obligations at 31 December 1,466 1,528 1,182
Changes in the far value of the plan assets are as follows

2007 2006 2005

£ 000 £ 000 £ 000
Fair value of plan assets at 1 fanuary 1,145 939 652
Expected return on plan assets 92 68 5%
Employers’ contributions 182 80 117
Plan participants’ contributions 44 43 42
Benefits paid (7} (12) (9)
Actuarial gam/(loss) {45} 27 86
Fair value of plan assets at 31 December 1,411 1.145 939
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25 PENSIONS CONTINUED
1AS 19 ‘EMPLOYEE BENEFITS' CONTINUED
The movements 1n the net pension hability and the amount recognised in the balance sheet are as follows

2007 2006 2005

£7000 £°000 £'000
Deficit at 1 January 2007 {383) (243) {142)
Current service cost {158) (151) (120
Contributions 182 80 15
QOther finance income 9 8 5
Actuanal gainf{loss) 295 77 {101}
Deficit 1in scherne at end of year (55) (383) (243)
Cumulative actuanal gains and losses recogrused in equity are as follows

2007 2006 2005

£°000 £ 000 £ 000
At 1 January (320} (243) {142}
Net actuarnal gain/{loss} recognised in the year 295 7n {(101)
At 31 December (25) (3209 {243)
History of expenence gains and losses are as follows

2007 2006 2005 2004 2003
£ 000 £ 000 £ 000 £ 000 £ 000

Fair value of scheme assets 1,411 1,145 939 652 442
Net present vafue of defined benefit obligations (1,466) {1,528} {1,182) (794) {530)
Net defiat (55) (383} (243) (142} (88)
Experience adjustments arising on scheme assets
Amount (a5) 27 86 16 22
Percentage of scheme assets {2 2%) 2 4% 9 1% 2 5% 5 0%
Experience adjustments ansing on scheme habilities
Amount 88 49 {75) {42) 1
Percentage of scheme assets 6 0% (3 2%} (6 4%) (5 3%) 0 2%

The employers’ contnbutions expected to be paid during the financial year ending 31 December 2007 amount to £0 2m




26 LEASING COMMITMENTS
Non-cancellable operating lease rentals are payable as follows
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2007 2006

tand and Land and
buiidings Other buldings Other
£°000 £'000 £ 000 £ 000
In one year or less 1,627 3,072 1,280 3,902
Between one and five years 5,294 2,693 3,172 2,542
In five years or more 3,711 1 i,757 —_
10,632 5,766 6,208 6,444

27 RELATED PARTY TRANSACTIONS

Dunng the year the Group purchased financial and employment adwice senvices from Prermuer Employee Solutions Limited, a company related by common

directorship, of £37,000 (2006 £39,000) At 31 December 2006 the Group owed £nil (2006 £3,819) te Premier Employee Solutions Limited

The Group and Company have identified key management personnel as being the Directors of the Company Shareholdings are disclosed in the Report
of the Directors, compensation 1s disclosed 1n the Corporate Governance Statement in the In Words” Report
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Report of the independent auditor — Company

We have audited the Parent Company financial statements of Mears Group PLC for the year ended 31 Decemnber 2007 which compurise the principal
accounting policies, the balance sheet and notes 1 to 12 These Parent Company financial statements have been prepared under the accounting policies
set out therein

We have reporied separately on the Group financial statements of Mears Group PLC for the year ended 31 December 2007

This report 15 made sclely to the Company's members, as a body 1n accordance with Section 235 of the Companies Act 1985 Our audst work has been
undertaken so that we might state to the Company’s members those matters we are required to siate to them in an audntors’ report and for no other
purpose To the fullest extent permitted by law we do not accept or assume respensibility te anyone other than the Cempany and the Company's members
as a body, for our audit work, for this report, or for the opinions we have formed

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITOR

The Directors’ responsibsitres for preparing the Parent Company financial statements in accordance with United Kingdom law and Accounting Standards
{United Kingdom Generally Accepted Accounting Practice) are set out in the statement of Directors responsibiliies on pages 24 and 25 of the

" In Words” Report

Our responsibiiity 1s 1o audst the Parent Company financial statements in accordance with relevant legal and regulatory requirements and International
Standards on Auditing (UK and treland)

We report to you our opinion as to whether the Parent Company financal statements give a true and fair view and whether the Parent Company financial
statements have been properly prepared in accordance with the Companies Act 1985 We also report to you whetherin our opinion the Directors’ Report
15 consistent with the Parent Company financial statements

tn addition we report to you if, In our opinion, the Company has not kept proper accounting records, if we have not recerved all the information and
explanations we require for our audit, or ¥ information specified by law regarding Cirectors’ remuneration and other transactions 1s not disclosed

We read other information contained in the Annual Report and consider whether it i1s conststent with the audited Parent Company financial staternents
The other information comprises only the Highlights, Our Business, Chairman’s Statement, the Operating and Financial Review, the Corporate Social
Responsibility Report and Corporate Governance Statement We consider the implications far our report if we become aware of any apparent
misstatements or material inconsistencies with the Parent Company financial statements Qur responsibilities do not extend to any other information

BASIS OF AUDIT OPINION

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the Auditing Practices Board An audit includes
examination, on a test basis, of evidence relevant to the amounts and disclosures in the Parent Company financial statements It also includes an assessment
of the significant estimates and judgements made by the Directors in the preparation of the Parent Company financal statements, and of whether the
accounting policies are appropriate to the Corpany’s arcumstances, consistently applied and adequately disclosed

We planned and performed our audit so as te obtain all the information and explanations which we considered necessary in order to provide us with
sufficent ewdence to give reasonable assurance that the Parent Company financial statements are free from matenal russtaterment, whether caused
by fraud or other irregulanty or error In forming our opinion we also evaluated the overall adequacy of the presentation of information in the Parent
Company financial statements

OPINION
In our opIIGN

® the Parent Company financial statements give a true and fair iew, In accordance with United Kingdem Generally Accepted Accounting Practice,
of the state of the Company’s affairs at 31 December 2007,

@ the Parent Company financial statements have been properly prepared in accordance with the Companies Act 1985, and

® the information given in the Directors’ Report is consistent with the financial statements

Lo e e P

GRANT THORNTON UK LLP
Registered Auditors
Chartered Accountants
Bristol

30 Apnil 2008
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Principal accounting policies — Company

BASIS OF PREPARATION
The financial statements have been prepared in accordance with applicable United Kingdom accounting standards and under the histonical cost convention

The prncipal accounting pelicies of the Company are set cut below The following accounting pohcies have remained unchanged from the previous year

INVESTMENTS
Investments are included at cost net of any provision for impairment

The Company s entitled to the merger relief offered by Section 131 of the Comparntes Act 1985 tn respect of the consideration receved in excess of the
nominal value of the equity shares issued in connection with the acquisition of Careforce Group PLC

SHARE-BASED EMPLOYEE REMUNERATION
All share-based payment arrangements that were granted after 7 November 2002 are recognised in the financial statements

The Group operates equity-settled share-based remunerauon plans for its employees Al empioyee serices recerved in exchange for the grant of any
share-based remuneration are measured at their fair values These are indirectly determined by reference to the fair value of the share options awarded
Their value 1s determined at the date of grant and 1s not subsequently remeasured unless the conditions on which the award was granted are modified
The fair value at the date of the grant 1s calculated using the Binomual and Monie Carlo option pncing models and the cost 1s recognised on a straight-line
basis over the vesting penod Adjusiments are made to reflect expected and actual forfeitures dunng the vesting penod

All share-based remuneration 1s ultimately recognised as an expense n the income statement wath a corresponding credit to share-based payment reserve

Upon exercise of share options, the proceeds recerved net of any directly attnbutable transaction costs up to the nominal value of the shares 1ssued are
allocated 1o share capital with any excess being recorded as share premium

DEFERRED TAXATION

Deferred tax is recognised on all tming differences where the transactions or events that give the Company an obligation to pay more tax in the future,
or a nght to pay less tax in the future, have occurred by the balance sheet date Deferred tax assets are recogrused where it 1s mare likely than not that
they will be recovered Deferred tax 1s measured using rates of tax that have been enacted or substantively enacted by the balance sheet date

RETIREMENT BENEFITS
DEFINED CONTRIBUTION PENSION SCHEME
The pension costs charged agatnst profits are the contnbutions payable 1o indrvidual policies in respect of the accounung penod

FINANCIAL INSTRUMENTS
Financial assets and financial llabhues are recognised on the Company’s balance sheet when the Company becomes a party to the contractual provisions
of the instrument

Income and expenditure ansing on financial instruments 1s recognised on an accruals basis and credited or charged to the profit and loss account in the
financial period to which it relates




Parent Company balance sheet

as at 371 December 2007
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2007 2006
MNote £ 000 £ 000
FIXED ASSETS
Investments 4 29,144 16,918
CURRENT ASSETS
Debtors amounts due in more than one year 5 18,287 —
Debtors amounts due in less than one year 5 20,159 10,255
Cash at bank and in hand — 1,596
38,446 11,851
CREDITORS amounts falling due within one year 6 (18,918) (5.238)
NET CURRENT ASSETS 19,528 6,613
TOTAL ASSETS LESS CURRENT LIABILITIES 48,672 23,531
CREDITORS amounts falling due after more than one year 7 — (2,820)
48,672 20,711
CAPITAL AND RESERVES
Called up share capital 8 732 615
Share premium account 9 31,007 5547
Shares to be 1ssued 9 2,035 1485
Profit and loss account 9 14,898 13 064
EQUITY SHAREHOLDERS' FUNDS 48,672 20,711

The financial statements were approved by the Board of Directors on 30 Apnl 2008

TR VRN

R HOLT A CM SMITH
Director Director

The accompanying accounting pohaes and notes form an integral part of these financial statements
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Notes to the financial statements — Company

as at 31 December 2007

1 PROFIT FOR THE FINANCIAL YEAR

The Parent Company has taken advantage of Sectron 230 of the Comparues Act 1985 and has not included i1ts own profit and loss account n these financial
statements The Group profit for the year includes a profit of £4 4m (2006 £4 7m) which s dealt with in the financial statements of the Company This result
15 stated after charging auditors’ remuneration of £40,000 relating 1o audit services and £20,000 relating to taxation services

2 DIRECTORS AND EMPLOYEES
EMPLOYEE BENEFITS EXPENSE
All staff costs relate to Directors Staff costs dunng the year were as follows

2007 2006
£°000 £ 000
Wages and salares 640 947
Social secunty costs 63 124
Other pension costs 103 143
806 1,211

The average number of employees of the Company dunng the year was
2007 2006
Number Number
Office and management 4 4

Detalls relating to the remuneraticn in respect of the highest paid Director are detailled in note 4 of the notes to the consclidated financial statements

3 SHARE-BASED EMPLOYEE REMUNERATION

As at 31 December 2007 the Group maintained four share-based payment schemes for employee remuneration The detarls of each scheme are included
within note 5 to the consolidated finanaial statements

All share-based employee remuneration will be settled in equity The Group has no legal obligation to repurchase or settle the options

In total, £0 1m of employee remuneration expense has been included in the Company’s profit and loss account for 2007 (2006 £0 1m), which gave rise
to additionat paid-in capital No liabilities were recogmsed due to share-based payment transactions

4 FIXED ASSET INVESTMENTS

Investment in subsidiary undertakings £ 000
COST

At t January 2007 16,918
Additiens 12,226
AT 31 DECEMBER 2007 29,144

Additions relate to the puschase of the entire 1ssued share capital of Careforce Group PLC as shown in note 22 to the consolidated finanaal statements
The Company has taken advantage of the merger relief offered by Section 131 of the Companies Act 1985 1n respect of the acquisition of Careforce Group PLC

Details of the pnnaipal undertakings of the Company are shown in note 12 to the consolidated financial statements
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5 DEBTORS

2007 2006

£000 £:000
Amounts owed by Group undertakings 38,446 10,255
Included in ‘Amounts owed by Group undertakings’ 1s £18 3m {2006 £nl) which 1s due 1n more than one year
6 CREDITORS AMOUNTS FALLING DUE WITHIN ONE YEAR

2007 2006

£'000 £°000
Bank overdrafts 11,432 —
Social secunity and other taxes 45 36
Amounts owed to Group undertakings 4,531 5,025
Other creditors 2,872 —
Accruals 38 177

18,918 5,238

7 LONG TERM FINANCIAL LIABILITIES

2007 2006

£ 000 £ 000
Other creditors —_ 2820

Included in *Other creditors’ 1s deferred consideration of £2 82m (2006 £2 82m), of which £2 82m (2006 £nil) falls due within one year, relating to deferred

considesation on the acquisition of Laidlaw Scott Limited This 1s payable by a single instalment in April 2008

INTEREST RATE RISK

The Company finances its operations through a mixture of retained profits and bank borrewings

The interest rate exposure of the financial habilities of the Company as at 31 December 2007 was

Interest rate

Fixed Flpating Zero Total
£000 £ 000 £000 £ 000
FINANCIAL LIABILITIES - 2007 - 11,432 2,820 14,252
Frnancial kabihities — 2006 — — 2,820 2,820

The bank overdraft facility i1s secured by a fixed and floating charge over the Group's assets
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as at 31 December 2007

8 SHARE CAPITAL

2007 2006
£'000 £ 000
AUTHORISED
100,000,000 ordinary shares of 1p each 1,000 1,000
ALLOTTED, CALLED UP AND FULLY PAID
73,244,078 (2006 61,476 713) ordinary shares of 1p each 732 615

Durning the year 11 767,365 ordinary shares of 1p each were 1ssued for as detalled below The difference between the nomuinal value of £0 1m and the
total consideration of £37 1m, net of £11 5min respect of merger relief, has been credited to the share premium account The Company is entitled to the
merger reliefl offered by Section 131 of the Companies Act 1985 in respect of the consideration received 1n excess of the nominal value of the equity shares
1ssued In connection with the acquisiticn of Careforce Group PLC

Farr value of

Number consideration

of shares £ 000

Share placement 7,532,900 24,193
Share exchange on acquistuon 3,304,203 11,581
Share options exercised 930,262 1,351

11,767 365 37,125

9 SHARE PREMIUM ACCOUNT AND RESERVES

Share  Share-based Profit

Share premium payment and loss

capital account reserve account

£ 000 £ 000 £ 000 £ 000

At 1 January 2007 615 5,547 1,485 13,064
issue of shares 17 25,460 — —
Share option charges — — 550 -—
Retained profit for the year - — — 1,834
AT 31 DECEMBER 2007 732 31,007 2,035 14,898

10 CAPITAL COMMITMENTS
The Company had no capital commitments at 31 Decernber 2007 or at 31 December 2006

11 CONTINGENT LIABILITIES
The Company had no conuingent habilitres at 31 December 2007 or at 31 December 2006

12 PENSIONS
DEFINED CONTRIBUTION SCHEMES
The Company contnibutes to personal pension schemes of the Directors




Mears' commitment to environmental 1ssues 1s reflected in this
annual report It has been printed on Revive 100 Offset which
15 100% recycled from post consumer waste

This document was printed by Beacon Press using purepnnt,
their environmental print technology which minimises the
impact of printing on the environment  All energy used comes
from renewable sources, vegelable based inks have been
used and 94% of all dry waste associated with this production
has been recycled The printer 1s a carbon neutral company

Both the printer and the paper mill are registered to 150 14001




Mears Group PLC
1390 Montpellier Court
Gloucester Business Park
Brockworth

Gloucester GL3 4AH

Tel 01453 511 911
www mearsgroup <o uk




