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Strategic report

Mitie Security Limited (“the Company"} is part of the Mitie Group of companies (“the Group”}, the uitimate parent company
being Mitie Group plc.

The Directors, in preparing this Strategic Report, have complied with Section 414c of the Companies Act 2006.

Review of the business
The principal activity of the Company continued to be to act as a provider of a mix of security services to keep people, buildings
and assets safe. There have not been any significant changes in the Company's principal activities in the year under review.

As shown in the Company's profit and loss account on page 9, the Company's revenue was £280,037,000 (2016: £172,614,000)
and the profit after tax was £9,822,000 (2016: £7,342,000).

During the year there was an apparent significant shortfall in the expected profitability of Mitie Group ple, the Company’s
ultimate parent company, for the year ended 31 March 2017. The Group appointed new executive directors in December 2016
and January 2017 and they immediately launched an accounting review process to provide confidence that all relevant
accounting standards were appropriately reflected in the Group’s financial reporting,

Following additional information becoming available, the Group review work has identified a number of prior year errors that,
due to their materiality, require the restatement of the Company’s results for the year ended 31 March 2016, as well as the
Company balance sheet positions as at 31 March 2016 and at 31 March 2015. These errors are outlined in note 2.

Key performance indicators

The Group manages its operations on a divisional basis. For this reason, the Company's Directors do not believe further key
performance indicatars are necessary for an appropriate understanding of the performance and position of the business. The
performance of the Group's divisions is discussed in the Group's annual report which does not form part of this report.

Principal risks and uncertainties

The Company is part of the Mitie Group and manages its risks within the Mitie Group Risk Framework. Details of the principal
risks and uncertainties are given in the Mitie Group plc annual report. The Directors have reviewed the financial risk
management objectives and policies of the Company in the light of the Group Risk Framework. The Directors do not believe
there to be any significant risks other than those detailed below.

Key risks include:

Strategic Risks
Changes in the market and to the economic conditions

The Company is exposed to UK market conditions. Company performance and resourcing requirements may be impacted by any
changes in the market. We have an ability to recognise and adapt to any change in requirement for services and are well placed
to adapt to policy changes.

Financial Risks
Reliance on material counterparties

The Company depends on a number of significant counterparties, including clients, suppliers, banks and insurers, to maintain its
business, The failure of a key business partner could affect the business. This risk is mitigated by limiting the dependency on any
one partner.
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Strategic report (continved)

Operational Risks

Significant heaith, safety or environmeatal incident

The potentlal to cause harm to employees, clients, or to damage the environment exists and is mitigated by an extensive Quality,
Health, Safety and Environmental {QHSE) programme that is monitored closely.

System, process or control failure

Increased rellance on business systems dictates a robust governance framework and set of processes. Failure of the framework
could impact on cperatianal performance. Mitle's core policies provide the basis of the governance framework. These are
subject to reviews whith underpins the mitigation activity for this risk. These reviews are carried out alongside regular, formal,
documented testing of business critical systems.

Attracting and retoining skilled people

Failure to attract new talent and develop existing employees could impact growth. The Company utilises Mitie's career
development, recruitment and talent management programmes to ensure that it attracts and retains key people.

Financial risk management
The Company does not enter into any hedging instruments, or any financial instruments for speculative purposes.

Appropriate trade terms are negotiated with suppliers and customers. Management reviews these terms and the relationships
with suppliers and customers and manages any exposure on normal trade terms. The Company prepares regular forecasts of
cash flow and liquidity and any requirement for additional funding is managed as parl of the overall Mitie Group plc financing
arrangements,

Future developments
The Directors expect the generat level of activity to increase in the forthcoming year, This is as a result of expected organic
growth with an increased revenue stream and costs kept under control. However, it is beyond the Company's control to foresee

any political or economic disturbances in the entity’s markets.

Post balance sheet events
There have been no significant events since the balance sheet date.

Approved by the Board and signed on its behalf by:

RJ Blumberger
Director

25 Juhj A0y
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Directors' report

The Directors present the Annual Report and audited Financial Statements of Mitie Security Limited ('the Company') for the year
ended 31 March 2017,

In preparing this Directors' Report, the Directors have complied with 5414C{11) of the Companies Act 2006 by including certain
disclosures reguired by S416(4) within the Strategic Report.

Going concern
The Company's business activities, together with the factors likely to affect its future development and position are set out in the
Strategic Report.

The Company is expected to continue to generate positive cash flows on its own account for the foreseeable future. The
Company participates in the Group's centralised treasury arrangements and so shares banking arrangements with its ultimate
parent and fellow subsidiaries.

The Directors, having assessed the responses of the Directors of the Company's ultimate parent Mitie Group pic to their
enquiries have no reason to believe that a material uncertainty exists that may cast significant doubt about the ability of the
Mitie Group to continue as a going concern or its ability to continue with the current banking arrangements.

On the basis of their assessment of the Company's financial position and of the enquiries made of the Directors of Mitie Group
plc, the Company's Directors have a reasonable expectation that the Company will be able to continue in operational existence
for the foreseeable future. Thus they continue to adopt the going concern basis of accounting in preparing the annual financial
statements,

Directors
The Directors wha held office during the year, together with those subsequently appointed, were:

Director Date of appointment Date of resignation
R J Blumberger 19/04/2017
P Dickinson : 19/04/2017
R D Forsyth 27/04/2017
M A Freeman 19/04/2017
Dividends
Dividends per share for each share class were declared and paid during the year as follows:
2017 2016
£ £
Ordinary 768.58 164.46
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Directors' l'EpOl't {continued)

Employees

The Company recognises the importance of good communications and employee relationships. The Group communicates with
employees via multiple channels, including Group-wide mailings, employee magazines and updates, employee-focused
initiatives and events (including Group business roadshows), media networks and the provision of access to broadcasts of
periodic financial presentations.

The Company remains committed to developing 3 culture that encourages the inclusion and diversity of all of the Company's
employees through respecting and appreciating their differences and promoting the continuous development of employees
through skills enhancement and training programmes.

The Company's employment policies are designed to attract, retain, train and motivate the very best people, recognising that
this can be achieved only through offering equal opportunities regardless of gender, race, religion, age, disability, sexual
orientation or any other aspect of diversity. Applications from disabled persons are always fully considered, bearing in mind the
aptitudes of the applicant concerned. It is the policy of the Company that the training, career development and promotion of
disabled persons (including those who become disabled whilst employees of the Company) should, as far as reasonably possible,
be identical to that of other employees.

Environment

The Group endeavours to identify, monitor and manage the impact of their activities on the environment and is fully committed
to environmental accountability and protection. The Company operates in accordance with Group policies which are described in
the Group's annual and sustainability reports which do not form part of this report.

Political contributions
The Company made no political donations nor incurred any politicat expenditure during the year.

Disclosure of information to auditor

The Directors who held office at the date of approval of this Directors’ report confirm that, so far as they are each aware, there is
no relevant audit information of which the Company's auditor is unaware; and each Director has taken ali the steps that he
ought to have taken as a Director to make himself aware of any relevant audit information and to establish that the Company's
auditor is aware of that information.

This confirmation is given, and should be interpreted in accordance with Section 418 of the Companies Act 2006.

Other information
An indication of likely future developments in the business and particulars of significant events which have occurred since the
end of the financial year have been included in the Strategic Report on page 3.
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Statement of Directors’ responsibilities in respect of the annual report and financial
statements

The Directors are responsible for preparing the Strategic fleport, the Directors’ Report and the financial statements in
accordance with applicable law and regulations.

Company taw requires the Directors to prepare financial statements for each financial year. Under that law they have elected ta
prepare the financial statements in accordance with UK Accounting Standards and applicable law (UK Generally Accepted
Accounting Practice), including FRS 101 Reduced Disclasure Framework.

Under company law the Directors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affairs of the Company and of the profit or loss of the Campany for that period. In preparing these
financial statements, the Directors are required to:

* select suitable accounting policies and then apply them consistently;

» make judgements and estimates that are reasonable and prudent;

s state whether applicable UK Accounting Standards have been followed, subject to any material departures disclosed and
explained in the financial statements;

s and prepate the financial statements on the going concern basis unless it is Inappropriate to presume that the Company will
continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient o show and explain the Company's
transactions and disclose with reasonable accuracy at any time the financial position of the Company and enable them to ensure
that the financial statements comply with the Companies Act 2006. They have general responsibility for taking such steps as are
reasanably open to them to safeguard the assets of the Company and ta prevent and detect fraud and other irregularities.

By order of the board
RJ Bfumberger 1 Harlequin Office Park
Director Fieldfare

Emersons Green

13 Jule aol} BS16 76N
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Independent auditor's report to the members of Mitie Security Limited

We have audited the financial statements of Mitie Security Limited for the year ended 31 March 2017 which comprise the Profit
and loss account, the Balance sheet, the Statement of changes in equity and the related notes 1 to 27. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice), including Financial Reporting Standard 101 Reduced Disclosure Framework.

This report is made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Qur audit work has been undertaken so that we might state to the Company's members those matters we are required to
state to them in an auditor's report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the Company and the Company's members, as a body, for our audit work, for this report, or
for the opinions we have formed.

Respective responsibilities of Directors and auditor

As explained more fully in the Statement of Directors' Responsibilities in respect of the annual report and financial statements,
the Directors are responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view. Our responsibility is to audit and express an opinion on the financial statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board's
Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from material misstatement, whether caused by fraud or error. This includes an
assessment of: whether the accounting policies are appropriate to the Company’s circumstances and have been consistently
applied and adequately disciosed; the reasonableness of significant accounting estimates made by the Directors; and the overall
presentation of the financial statements. In addition, we read ali the financial and non-financial information in the annual report
to identify material inconsistencies with the audited financial statements and to identify any information that is apparently
materially incorrect based on, or materially inconsistent with, the knowledge acquired by s in the course of performing the
audit. If we become aware of any apparent material misstatements or inconsistencies we consider the implications for our
report.

Opinion on financial statements

In our oginion the financial statements:

« give a true and fair view of the state of the Company's affairs as at 31 March 2017 and of its profit for the year then ended;
¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and

« have been prepared in accordance with the requirements of the Companies Act 2006,

Opinion on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

* the information given in the 5trategic Report and the Directors’ Report for the financial year for which the financial
statements are prepared is consistent with the financial statements, and

+ the Strategic Report and Directors’ Report have been prepared in accordance with applicable legal requirements.

In the light of the knowledge and understanding of the Company and its environment obtained in the course of the audit, we
have not identified any material misstatements in the Strategic Report and the Directors’ Report.
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Independent auditor's report to the members of Mitie Security Limited (continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report ta you if, in
our opinion:

¢ adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches
not visited by us; or

e the financial statements are not in agreement with the accounting records and returns; or
=  certain disclosures of Directors' remuneration specified by law are not made; or

o we have not received all the information and explanations we require for our audit.

Mok odd,
Mark Beddy {Senior Statutory Auditor)

for and on behalf of Deloitte LLP,
Statutory Auditor

London
United Kingdom



Profit and loss account

Turnover
Cost of sales

Gross profit

Administrative expenses

Other operating income

Operating profit

Income from shares in group undertakings

Other interest receivable and similar income
Interest payable and similar expenses

Profit on ordinary activities before taxation
Tax on profit on ordinary activities

Profit for the financial year

Mitie Security Limited
Annual Report ond Financial Statements

31 March 2017

Restated*
Note 2017 2016
£000 £000
4 280,037 172,614
(250,019) {150,808}
30,018 21,806
(7 {20,338) (14,603)
5 - 2
6 9,680 7,205
1,866 1,459
L) 377 139
10 (48) {34}
11,875 8,769
11 (2,053) (1,427)
9,822 7,342

* The profit and loss account has been restated for 2016, as explained by note 2 to these financial statements

The results for the year are wholly attributable to the continuing operations of the Company.

There were no items of other comprehensive income recognised during the year. Accordingly, no statement of Other

comprehensive income has been prepared.
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Balance sheet
Restateg*
Note 2017 2016
£000 £000
Fixed assets
Intangible assets
Goodwill 12 3,004 3,004
Other intangibles 13 1,606 1,341
Tangible assets 24 1,003 840
Investments i5 4,189 4,203
9,802 9,388
Current assets
Stocks i6 15 11
Debtors (including £2,835,000 due after more than one year {2016:
£2,503,000) 17 49,892 43,495
Cash at bank and in hand 16,962 20,251
66,869 63,757
Creditors: amounis falling due within one year 18 {60,789} {52,580)
Net current assets 6,080 11,177
Total assets less current liabiliities 15,882 20,565
Other provisions - current 20 {438) {410}
Provisions for labilities (a38) (410}
Net assets ’ 15,444 20,155
Capital and reserves .
Called vp share capital 22 19 i9
Share premium account ' 22 | 1
Profit and loss account 15,424 20,135
Shareholders' funds 15,444 20,155

* The balance sheet has been restated for 2016, as explained by note 2 to these financial statements

These financial statements of Mitie Security Limited, company number 01013210, were approved by the board of Directors on
25 Jdia lj QO\F and were signed on its behalf by:

R) Blumberger
Director

10



Statement of changes in equity

Balance at 1 April 2015
Effect of prior year adjustment

Balance at 1 April 2015 restated

Total comprehensive income for the year
Profit

Total comprehensive income for the year
Transactions with owners, recorded directly in equity
Equity-settled share based payment transactions

Tax on share based payments

Dividends

Total contributions by and distributions to owners

Balance at 31 March 2016

Mitie Security Limited
Annual Report and Financial Statements
31 March 2017

Called up Share Profit and toss Total
Share capital Premium account* equity*
£000 £000 £000 £000

19 1 15,855 15,875

- - (411) {a11)

19 1 15,444 15,464

- - 7,342 7,342

. . 7,342 7,342

- - 466 466

- - 8 8

- - {3,125} {3,125)

- - (2,651) {2,651)

19 1 20,135 20,155

* The statemant of changes in equity has been restated for 2016, as explained by note 2 to these financial statements.

Balance at 1 April 2016 restated

Total comprehensive income for the year
Profit

Total comprehensive income for the year
Transactions with owners, recorded directly in equity
Equity-settled share based payment transactions
Dividends on long term incentive plans

Tax on share based payments

Dividends

Total contributions by and distributions to owners

Balance at 31 March 2017

Calted up Share Profit and loss Total
share capital Premium account equity
£000 £000 £000 £000

19 1 20,135 20,155

- - 9,822 9,822

- - 9,822 9,822

- - 93 93

- - (9) (9)

- - {14) {14)

- - {14,603} (14,603)

- - {14,533) (14,533)

19 1 15,424 15,444

11
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Notes

1 Accounting policies

Mitie Security Limited (the "Company"} is a private company limited by shares and is incorporated in England and Wales and
damiciled in the UK. The registered number of the Company is 01013210. The Company's registered office is at 1 Harlequin
Office Park, Fieldfare, Emersons Green, Bristol, South Gloucestershire BS16 7FN. Details of the Company's activities are set outin
the Strategic Report.

The Company is exempt by virtue of Section 400 of the Companies Act 2006 from the requirement to prepare group financial
stategnenfs. These financial statements present information about the Company as an individual undertaking and not about its
group. The Company's ultimate parent undertaking, Mitie Group plc includes the financial information of the Company and its
subsidiaries in its consolidated financial statements. The consolidated financial statements of Mitie Group plc, which are
prepared in accordance with International Financial Reporting Standards, are available to the public and may be obtained from
www.mitie.com.

As more fully detailed in the Directors' report the Company's financial statements have been prepared on a going conceran basis,

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure Framework
["FRS 101"}

In preparing these financial statements, the Company applies the recognition, measurement and disclosure requirements of
International Financial Reporting Standards as adopted by the EU ("Adopted IFRSs"}, but makes amendments where necessary in
order to comply with Companies Act 2006 and has set out below where advantage of the FRS 101 disciosure exemptions has
been taken.

In these financial statements, the Company has applied the exemptions available under FRS 101 in respect of the following
disclosures:

¢ aCash Flow Statement and related notes;

+ Comparative period reconciliations for share capital, tangible fixed assets and intangible assets;
» Disclosures in respect of transactions with whoily owned subsidiaries;

+ Disclosures in respect of capital management;

+ The effects of new but not yet effective [FRSs;

« Disclosures in respect of the compensation of Key Management Personnel.

12



Mitie Security Limited
Annual Report and Financial Statements
31 March 2017

Notes (continued)

i Accounting policies {continued}

As the consolidated financial statements of Mitie Group plc include the equivalent disclosures, the Company has also taken the
exemptions under FRS 101 available in respect of the following disclosures:

« IFRS 2 Share Based Payments in respect of Group settied share based payments;

¢ Certain disclosures required by IAS 36 Impairment of assets in respect of the impairment of goodwiil and indefinite life
intangible assets;

» Certain disclosures required by IFRS 3 Business Combinations in respect of business combinations undertaken by the
Company in the current and prior periods including the comparative period reconciliation for goodwill; and

¢ Certain disclosures required by IFRS 13 Fair Volue Measurement and the disclosures required by IFRS 7 Financial
Instrument Disclosures.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented in these
financial statements.

Judgements made by the Directors, in the application of these accounting policies, that have significant effect on the financial
statements and estimates with a significant risk of material adjustment in the next year are discussed in note 3.

Measurement convention

The financial statements are prepared on the historical cost basis.

Foreign currency

The financial statements are prepared in the functional currency appticable to the business. Transactions in currencies other than
the functional currency are recorded at the rate of exchange at the date of transaction. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are reported at the rates of exchange prevailing at that date.

Classification of financial instruments issued by the Company

Financial assets and financial liabilities are recognised on the Company’s balance sheet when the Company becomes a party to
the contractual provisicns of the instrument. The Company derecognises financial assets and liabilities only when the
contractual rights and obligations are transferred, discharged or expire.

Assets that are assessed not to be individually impaired are subsequently assessed for impairment on a collective basis.
Objective evidence of impairment for a portfolio of receivables includes the Company's past experience of collecting payments,
the number of delayed payments in the portfolio past the average credit period as well as observable changes in national or
local economic conditions that correlate with default on receivables.

The carrying amount of the financial asset is reduced by the impairment loss directly with the exception of trade receivables
where the carrying amount is reduced through the use of an allowance account. When a trade receivable is considered
uncollectable, it is written off against the allowance account. Subsequent recoveries of amounts previously written off are
credited against the allowance account. Changes in the carrying amount of the allowance account are recognised in the profit
and loss account.

Financial assets comprise loans and receivables and are measured at initial recognition at fair value and subseguently at
amortised cost. Appropriate allowances for estimated irrecoverable amounts are recognised where there is objective evidence
that the asset is impaired. Cash and cash equivalents comprise tash in hand, demand deposits and other short-term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value.

Financial liabilities comprise trade payables, financing liabilities, inctuding bank and other borrowings. These are measured at
initial recognition at fair value and subsequently at amortised cost.

Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.

13
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Notes (continued)

1 Accounting policies (continued)

Intra-group financial instruments

Where the Company enters into financial guarantee contracts, to guarantee the indebtedness of ather companies within its
group, the Company considers these to be insurance arrangements and accounts for them as such. In this respect, the Company
treats the guarantee contract as a contingent liability until such time as it becomes probable that the Company will be reguired
to make a payment under the guarantee.

Tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation and any impairment in value. Depreciation is charged so
as to write off the cost less expected residual value of the assets over their estimated useful lives and is calculated on a
straight-line basis as fotlows:

» Leasehold improvements: period of the lease
s Plant and vehides: 3 - 10 years

Annually the Company reviews the carrying amounts of its tangible assets to determine whether there is any indication that
those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss (if any). Where the asset does not generate cash flows that are
independent from other assets, the Company estimates the recoverable amount of the CGU to which the asset hetongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset {or CGU) is estimated to be less than its carrying amount, the carrying amount of the asset
{or CGY) is reduced to its recoverable amount. An impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or CGU) is increased to the revised estimate
of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have
been determined had no impairment ioss been recognised for the asset (or CGU) in prior years. A reversal of an impairment loss
is recognised as income immediately.

Intangible assets
Intangible assets identified in a business acquisition are capitalised at fair value as at the date of acguisition.

Software and development expenditure is capitalised as an intangible asset if the asset created can be identified, if it is probable
that the asset created will generate future economic benefits and if the development cost of the asset can be measured reliably.

Following initial recognition, the carrying amount of an intangible asset is its cost less any accumuiated amortisation and any
accumulated impairment losses. Intangible assets are reviewed for impairment annually, or more frequently when there is an
indication that they may be impaired. Amortisation expense is charged to administrative expenses in the profit and loss account
on a straight-line basis over its useful fife.

14
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Notes '{cantinued)

1 Accounting policies (continued)

Stocks

Stocks are stated at the lower of cost and net realisable value, Costs represent materials, direct labour and overheads incurred in
bringing the inventories to their present condition and location. Net realisable value is based on estimated selling price iess
further costs expected to be incurred to completion and estimated selling costs. Provision is made for obsolete, slow moving or
defective items where appropriate.

Employee benefits

Retirement henefit costs

The Company participates in Mitie Group plc pension schemes. One is a defined benefit multi-employer scheme, the assets and
liabilities of which are held independently from the Group. For the purposes of IAS 19 — Employee Benefits, the Company has
been unable to identify its share of underlying assets and liabilities in this scheme on a consistent and reasonable basis.
Therefore the Company is accounting for contributions to the scheme as if it were a defined contribution scherme.

The Company also participates in a number of defined other local government defined benefit schemes. In respect of the
schemes in which the Company participates, the Company accounts for its legal and constructive obligations over the period of
its participation which is for a fixed period only,

in addition, the Company operates a number of defined contribution retirement benefit schemes for all qualifying employees.
Payments to the defined contribution and stakeholder pension schemes are charged as an expense as they fall due.

Share-based payment transactions

The Company participates in a number of Mitie Group plc executive and employee share option schemes. For all grants of share
options, the fair value as at the date of grant is calculated using the appropriate valuation model and the corresponding expense
is recognised on a straight-line basis over the vesting period based on the Company's estimate of shares that will actually vest.
Further details of the Group's share option schemes are contained in the Mitie Group plc annual report.

The Company taok advantage of the option available in {FRS 1 to apply IFRS 2 only to equity instruments that were granted after
7 November 2002 and that had not vested by 1 April 2014,

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past event and it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation. Where the Company expects some or all of a provision to be reimbursed,
for example under an insurance contract, the reimbursement is recognised as a separate asset but only when the reimbursement
is virtually certain.

15
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Notes (continued)

1 Accounting policies {continued)

Turnover

Turnover represents income recognised in respect of services provided during the year (stated net of sales taxes) and is earned
predominantly within the United Kingdom. Turnover is recognised to the extent that it is probable that the economic benefits
will flow to the Company and can be reliably measured. When turnover is recognised but has not yet been billed accrued income
arises. Deferred income arises when the Company has billed clients in advance of recognising revenue.

All bid costs are expensed through the income statement up to the point where contract award or full recovery of the costs is
virtually certain. The confirmation of the preferred bidder for a contract by a client is the point at which the award of a contract
is considered to be virtually certain. Turnover from a contract to provide services is recognised by reference to the stage of
completion of the contract at the balance sheet date. Turnover from time and material contracts is recognised at the contractual
rates as labour hours and tasks are delivered and direct expenses incurred, In other cases, the Group distinguishes between the
following types of contract:

Recognition: repeat service-based contracts (single and bundled contracts)

Turnover is recognised on a straight-line basis unless this is not an accurate reflection of the work performed. Where a
straight-line basis is not appropriate, for example if specific works on contracts represent a significant element of the whole,
turnover is recognised based on the percentage of completion method, based on the proportion of costs incurred at the balance
sheet date relative to the total estimated cost of completing the contracted work.

Costs incurred, after the confirmation of preferred bidder, that are specific costs incurred to ensure that the project or
programme has appropriate organisational, operational and technical infrastructures and mechanisms in place to enable the
delivery of full services under the contract target operating model are defined as mobilisation costs. These costs are included
within trade and other receivables on the balance sheet provided that the costs relate directly to the contract, are separately
identifiable, can be measured reliabty and that the future net cash inflows from the contract are estimated to be no less than the
amounts capitalised. Such costs may be incurred when a contract is awarded, or when there is a subsequent change in the
scope of contracted services. The mobilisation costs are amortised over the contracted period (including any contracted
extension periods), generally on a straight-line basis, or on a basis to reflect the profile of work to be performed over the
contracted period if the straight-line basis is not considered to be appropriate for the specific contract to which the costs relate.
If the contract becomes loss making, any unamortised costs are written off and the expected loss is provided for immediately.
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Notes (continued)

1 Accounting policies {continued)

Leasing

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as operating leases.
Operating lease payments are recognised as an expense in the income statement on a straight-line basis over the lease term, Any
lease incentives are amortised on a straight-line basis over the non-cancellable period for which the company has contracted to
lease the asset, together with any further terms for which the company has the option to continue to lease the asset if, at the
inception of the lease, it is judged to be reasonably certain that the company will exercise the option.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based an taxable profit for the year. Taxable profit differs from net profit as reported in the income
statement because it excludes items of income or expense that are taxable or deductible in other years and it further excludes
items that are never taxable or deductible. The Company's liability for current tax is calculated using tax rates that have been
enacted or substantively enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding tax bases used in the computation of taxable profit, and is accounted
for using the balance sheet liability method. Deferred tax liabilities are generally recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that it is probable that taxable profits will be available against which
deductible temporary differences can be utilised. Such assets and liabilities are not recognised if the temporary difference arises
from goodwill or from the initial recognition {other than in a business combination) of other assets and liabilities in a transaction
that affects neither the taxable profit nor the accounting profit.

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

Deferred tax is calculated at the tax rates that are expected to apply in the period when the Hability is settled or the asset is
realised, based upon tax rates and legisiation that have been enacted or substantively enacted at the balance sheet date.
Deferred tax is charged or credited in the income statement, except when it relates to items charged or credited directly to
equity, in which case the deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when: there is a legally enforceable right to set off current tax assets against current
tax liabilities; when they relate to income taxes fevied by the same taxation authority; and the Company intends to settle its
current tax assets and liabilities on a net basis.
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Notes (continued)

1 Accounting policies {continued)

Amendments to IFRSs that are mandatorily effective for the current year

In the current year, the Company has applied a number of amendments to IFRSs issued by the International Accounting
Standards Board {IASB) that are mandatorily effective for an accounting period that begins on or after 1 January 2016. The
adoption of the changes set out below has not had any material impact on the disclosures or on the amounts reported in these
financial statements.

e Amendments to IFRS 10, IFRS 12 and IAS 28 investment Entities: Applying the Consolidation Exception.

e Amendments to IFRS 11 Accounting for Acquisitions of Interests in Joint Operations.

e Amendments to 1AS 1 Disclosure Initiative.

e Amendments to IAS 16 and IAS 38 Clarification of Acceptable Methods of Depreciation and Amartisation.
o Amendments to IAS 16 and IAS 41 Agriculture: Bearer Plants.

e Amendments to IAS 27 Equity Method in Separate Financial Statements.

¢ Amendments to IFRSs included in the Annual Improvements to IFRSs 2012-2014 Cycle.

New standards not yet adopted

The Company has taken the exemption available under FR$101 in respect of not disclosing the impact of new standards that are
not yet in effect except for the following:

IFRS 15 introduces a new revenue recagnition model and is due to be effective for periods beginning on or after 1 January 2018.
It will have a material impact on the reported assets, liabilities and profit and loss account of the Company. The Company is
conducting a detailed review of IERS 15 with the view to early adopting the standard for the year ending 31 March 2018.

The review of the impact of IFRS 15 is continuing and will be completed during 2017. The key impacts identified to date are:

Mobilisation costs — under IFRS 15 costs of mobilising new contracts will have to meet different criteria in order to be
classified as a cost of fulfilling a contract. This change will materially affect both {i} the amount of costs capitalised on
complex integrated contracts that have been accounted for under the percentage of completion method and (ii} the
amount of costs that have been capitalised previously as mobilisation costs.

IFRS 16 ‘Leases’ will require nearly all leases to be recognised on the balance sheet as liabilities with corresponding assets being
created, and will be effective for periods beginning on or after 1 January 2019.

Beyond the information above, it is not practicable to provide a reasonable estimate of the effect of these standards until a
detailed review has been completed.
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Notes (continued)

2 Explanation of prior year restatement

In preparing its balance sheet, the Company has adjusted amounts reported previously in its financial statements,

During the year there was an apparent significant shortfall in the expected profitability of Mitie Group plc, the Company's
ultimate parent company, for the year ended 31 March 2017. The Group appointed new executive directors in December and
lanuary and they immediately launched an accounting review process to provide confidence that all relevant accounting
standards were appropriately reflected in the Group's financial reporting.

Following additional information becoming available, the Group review work has identified a number of prior year errors that,
due to their materiality, require the restatement of the Company’s results for the year ended 31 March 2016, as well as the
balance sheet positions as at 31 March 2016 and at 31 March 2015,

These prior year restatements relate to the following areas:

Under-accrual of costs
A number of under-accruals, or under-provisions, of various categories of costs have been identified in relation to pricr years.
These costs have now been written off to the profit and loss account in the relevant years and were incurred in relation to:
i) employee bonuses that were paid during the years ended 31 March 2017 and 31 March 2016, but related to the
financial years ended 31 March 2015 and 31 March 2016 totalling £324,000 (2015: £96,000 and 2016: £228,000).
i) under-provision of insurance liabilities that were outstanding at 31 March 2015 (£398,000) and 31 March 2016
{£12,000).

Overstatement of trade receivables

Certain revenue recognition potices relating to the inclusion of disputed items in project revenues were not applied correctly,
resulting in 2n over statement of trade receivables at 31 March 2016 of £700,000. These amounts have now been written off to
the profit and loss account.

The tax impacts of these adjustments were credits to the profit and loss account of £83,000 in 2015 and £188,000 in 2016.

Creditor restatement

The Directors have concluded that £6,597,000 relating to payroll at 31 March 2016 should be reclassified from accruals to other
creditors as this more accurately reflects the nature of the balance and, accordingly, the balance has been re-presented.

An explarnation of how the prior year restatement has affected the Company's financial position and financial performance is set
out in the following tables.
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Notes [continued)

2 Explanation of prior year restaternent fcontinued)}

Reconciliation of equity

Fixed assets
Goodwill
Intangible assets
Tangible fixed assets
Investments

Current assets
Stocks
Trade debtaors
Mobilisation costs
Amounts owed by Group

undertakings

Other debtors
Deferred tax asset
Prepayments
Accrued income
Cash at bank and in hand

Creditors: amounts due within one
year
Trade creditors
Amounts owed to Group

undertakings

Taxation and social security
Gther creditors
Accruals and deferred incormne
Corporation tax

Note

12
13
14
15

16
17
17
17

17
17
17
17

18

31 March 2015
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31 March 2017

31 March 2016

2015 as 2016 as
previously  Prior year 2015  previously Prior year 2016
reported adjustment restated reported adjustment restated
£000 £000 £000 £0C0 £000 £000
2,799 - 2,799 3,004 - 3,004
1,279 - 1,279 1,341 - 1,341
903 - 903 840 - 840
4,204 - 4,204 4,203 - 4,203
9,185 - 9,185 9,388 - 9,388
5 - 5 11 - 11
17,848 - 17,848 12,707 {700) 12,007
5,059 - 5,059 5,165 - 5,165
11,756 - 11,756 13,301 13,301
26 - 26 50 - 50
396 - 396 386 - 386
4,498 - 4,498 6.045 - 6,045
4,676 4,676 6,541 - 6,541
5,431 - 5,431 20,251 - 20,251
49,695 49,695 64,457 {700) 63,757
{5,444) - (5,444) {4,523) - {4,523}
{20,048) - {20,048) (27.264) - (27,264)
(8,483) - (8,483) {7,959) - {7,959}
(1,332} - {1,332} {1,303} (6,537} {7,900}
{7,355} {96) (7,451) {10,776) 6,273 {4,503)
(343) 83 (260) (702) 271 {431}
(43,005) {13) {43,018) {52,527} {53) {52,580)
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Notes (continued)

2 Explanation of prior year restatement (continued)

Note
Net current assets
Total assets less current lizbilities
Provisions for liabilities 20
Other provisions
Net assets
Capital and reserves 22

Called up share capital
Share premium account
Profit and loss account

Shareholders’ equity

Reconciliation of profit

Turnover
Cost of sales

Gross profit
Administrative expenses
Other operating income

Operating profit

Income from shares in group undertakings
Other interest receivable and similar income
Interest payable and similar expenses

Profit on ordinary activities before taxation
Tax on profit on ordinary activities

Profit for the year

Mitie Security Limited

Annual Report and Financial Statements

31 March 2017

31 March 2015 31 March 2016
2015 as 2016 as

previously  Prior year 2015  previously Prior year 2016
reported adjustment restated reported adjustment restated

£000 £000 £000 £000 £000 £000

6,690 (13) 6,677 11,930 {753) 11,177

15,875 {13) 15,862 21,318 (753) 20,565
- {398) (398) - (410) {410)

- (398) (398) - (410} (410)
15,875 (411) 15,464 21,318 {1,163) 20,155
19 . 19 19 - 19

1 - 1 1 - 1
15,855 (411) 15,444 21,298 {1,163) 20,135
15,875 (411) 15,464 21,318 (1,163) 20,155

2016
2016 as

previously Prior year 2016
Note reported adjustment restated

£000 £000 £000

4 173,314 (700) 172,614
(150,808} - {150,808)

22,506 {700) 21,806
{14,363} (240} {14,603)

5 2 - 2

8,145 (940) 7,205

1,459 - 1,459

9 139 - 139
10 (34) - (34)

9,709 (940) 8,769
11 (1,615) 188 {1,427)

8,094 {752) 7,342
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Notes (continved)

3 Accounting estimates and judgements

In the application of the Company's accounting policies, which are described in note 1, the Directors are required to make
judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are readily apparent from other
sources. The estimates and associated assumptions are based on historical experiences and other factors that are considered to
be relevant.

Critical accounting judgements in applying the Company's accounting policies

In the process of applying the Company's accounting policies, which are described in note 1 above, management has made no
critical accounting judgements that are considered to have a significant effect on the amounts recognised in the financial
statements.

Revenue recognition

Revenue is recognised for certain long-term complex projects based on the stage of completion of the contract activity. This is
measured by comparing the proportion of costs incurred, which include transition costs reflecting costs incurred in the
performance of transitioning services (see Note 1), against the estimated whole-life contract costs. Particular judgement is
required in evaluating the operational and financial business plans for these contracts to forecast the expected whole-life
contract billings, costs and margin and to assess the recoverability of any resulting accrued income through the life of the
contract. In forming the judgement around expected whole-life contract billings, account is taken of potential deductions from
and increments to revenue that may arise from the application of performance related measures under contracts.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance sheet date, that have
a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities in the next financizl year are
discussed below.

Measurement and impairment of goodwill and other intangible assets

The measurement of intangible assets other than goodwill on a business combination involves estimation of future cash flows
and the selection of suitable discount rates. Determining whether goodwili and other intangible assets are impaired requires an
estimation of the value in use of the CGUs to which the goodwill has been allocated. The value in use calculation involves an
estimation of the future cash flows of CGUs and also the selection of appropriate discount rates to use in order to calculate
present vafues. The carrying value of goodwill and other intangible assets is £4,610,000 {2016: £4,345,000) at the balance sheet
date; see notes 12, 13.

4 Turnover

The Company derives all of its turnover from the provision of services to customers based in the UK and other EU countries.

Restated

By geographical market: 2017 2016
£000 £000

United Kingdom 279,845 172,099
European Union 192 515
Total turnover 280,037 172,614

22



Notes (continued)

5  Other operating income

Foreign exchange gains

6 Expenses and auditor's remuneration

Included in profit are the following:

Loss on disposal of investment in FormComplete Limited
Loss on disposal of fixed assets

Auditor's remuneration:

Audit of these financial statements

Mitie Security Limited
Annual Report and Financial Statements

31 March 2017

2017 2016
£000 £000
- 2
2017 2016
£000 £000
14 -
1 14 .
2017 2016
£000 £000
72 80

Amounts receivable by the Company's auditor and its associates in respect of services to the Company and its associates, other
than the audit of the Company's financial statements, have not been disclosed as the information is required instead to be

disclosed on a consolidated basis in the consolidated financial statements of the Company's parent, Mitie Group plc.

7 Staff numbers and costs

The average number of persons employed by the Company (including Directors) during the year, analysed by category, was as

follows:

Operations
Administration

Number of employees

2017 2016
9,834 6,661
159 223
10,033 6,884
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Notes (continued)

7 staff numbers and costs {continued)

The aggregate payroll costs of these persons were as follows:

Wages and salaries

Share based payments (See note 21)

Social security costs

Termination and redundancy payments
Contributions to defined contribution plans

8 Directors’ remuneration

Mitie Security Limited
Annual Report and Financial Statements

31 March 2017

Restated

2017 2016
£000 £000
204,865 127,609
93 466
17,519 11,089
1,373 801
1,742 1,128
225,592 141,093

The Directors of Mitie Security Limited are also Directors or employees of another group company. They are remunerated by the
company shown, It is not practicable to allocate their remuneration between their services as Directors of this company and as
Directors or employees of other group companies. R i Blumberger and P Dickinson were appointed after the year end so have

no remuneration for qualifying services as a Director in the year.

Director
R D Forsyth
M A Freeman

9 Other interest receivable and similar income

Interest receivable from group undertakings

Total interest receivable and similar income

10 Interest payable and similar expenses

Interest payable on working capital facility

Total other interest payable and similar expenses

Remunerated and disclosed by
Mitie Cleaning & Environmental Services Limited
Mitie Facilities Services Limited

2017 2016
£000 £000
377 139
377 139
2017 2016
£000 £000

48 34

48 34
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Notes (continued)

11 Taxation

Analysis of charge in the year

UK corporation tax at 20% (2016; 20%}

Current tax on income for the period

Adjustments in respect of prior periods

Total current tax

Deferred tax (see note 19}

Origination and reversal of temporary timing differences
Reduction in statutory tax rate

Adjustment in prior years

Total deferred tax

Tax on profit on ordinary activities

Tax recognised directly in equity

Current tax recognised directly in equity
Deferred tax recognised directly in equity

Total tax recognised directly in equity

Reconcifiation of effective tax rate

Profit for the year
Total tax expense

Profit excluding taxation

Tax using the UK corporation tax rate of 20% (2016: 20%)
Reduction in statutory tax rate on deferred tax balances
Expenses not deductible for tax purposes

Non-taxable income from shares in group undertakings
Relief in respect of employee share options

Adjustments in respect of prior periods

Total tax expense

Mitie Security Limited
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Restated
2017 2016
£000 £000
2,237 1,603
{113) (203}
2,124 1,400
{161} {56)
43 41
47 42
(71} 27
2,053 1,427
2017 2016
£000 £000
- {11)
14 3
14 (8)
Restated
2017 2016
£000 £000
9,822 7,342
2,053 1,427
11,875 8,769
2,375 1,754
43 41
15 19
(373} {292)
59 66
{66) {161)
2,053 1,427
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11 Taxation {continued)

The main rate of corporation tax reduced to 19% on 1 April 2017 and will remain at this level untif a further reduction to 17%
from 1 Aprii 2020. These rates have been used to calculate the deferred tax balance as they were substantively enacted at the
balance sheet date,

12 Goodwill

£000
Cast
Balance at 1 April 2016 11,586
Reciassification {1,125}
Balance at 31 March 2017 10,461
Amortisation and impairment
Balance at 1 April 2016 8,582
Reclassification {1,125}
Balance at 31 March 2017 7,457
Net book vaiue
At 1 April 2016 3,004
At 31 March 2017 . 3,004

During the year the Company reclassified cost and accumulated amortisation and impairment balances to reflect an error in the
opening balances.
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Notes (continued)

13 Intangible assets

Cost

At 1 April 2016
Additions
Write off

At 31 March 2017
Amaonrtisation

At 1 April 2016
Charge for the year
Write off

At 31 March 2017

Net book value
31 March 2017

At 1 April 2016

Mitie Security Limited
Annual Report and Financial Statements
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Software
£000

2,762
809
(74)

3,497

1,421
544
(74}

1,891

1,606

1,341

Intangibles are amortised over their estimated economic life of 5 years. There has been no impairment in the current year.
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Notes (continued)

14 Tangible fixed assets

Cost

Batance at 1 April 2016
Additions in the year
Reclassification
Disposal

Bafance at 31 March 2017
Depreciation and impairment
Balance at 1 April 2016
Depreciation charge for the year
Reclassification

Disposal

Batance at 31 March 2017

Net book value
At 1 April 2016

At 31 March 2017

15 Fixed asset investments

Cost
Balance at 1 April 2016
Disposal

Net book value at 31 March 2017

Mitie Security Limited
Annual Report and Financial Statements
31 March 2017

Plant, office
Leasehold equipment &
improvements motor vehicles Total
£000 £000 £000
48 2,593 2,641
59 603 662
- 359 359
- {190} (190)
107 3,365 3,472
12 1,789 1,801
24 460 484
- 359 359
- (175) (175)
36 2,433 2,469
36 804 840
71 932 1,003
Shares in
group
undertakings Total
£000 £000
4,203 4,203
{14} {14}
4,189 4,189
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Notes (continued)

15 Fixed asset investments (continued)

Formcomplete Limited

Mitie Aviation Security Limited
UK CR8S Limited

UK CR8S Limited

Procius Limited

Procius Limited

Procius Limited

Procius Limited

Procius Limited

Country of
Incorporation

England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales

Class of

shares held

Ordinary
Ordinary
Ordinary
Ordinary A
Ordinary A
Ordinary B
Ordinary C
Ordinary D
Ordinary E

Mitie Security Limited
Annual Report and Financial Statements

31 March 2017

Ownership
2017 2016
0% 100%
99.9% 99.9%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%
100% 100%

The registered office of all of the companies fisted above is 1 Harlequin Office Park, Fieldfare, Emersons Green, Bristol South

Gloucestershire B516 7FN._

During the year the Company wrote off its investment in Formcomplete Limited as that company was dissolved on 21 March

2017.

16 Stocks

Raw materials and consumables

2017 2016
£600 £000
15 11
15 11
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Notes (continued)

17 Debtors

Trade debtors

Mohilisation costs

Amaounts owed by Group undertakings
Other debtors

Deferred tax assets (see note 19)
Interest receivable

Prepayments

Accrued income

Total

Due within one year
Due after more than one year

In the opinion of the Directors, the fair value does not materially differ from the carrying value.

Amounts due from Group undertakings are repayable on demand.

18 Creditors: amounts falling due within one year

Trade creditors

Amounts owed to Group undertakings
Taxation and social security

Other creditors

Accruals and deferred income

Interest payahle

Corporation tax

In the opinion of the Directors, the fair value does not materially differ from the carrying value.

Amounts due to Group undertakings are repayable on demand.

Mitie Security Limited
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Restated

2017 2016
£000 £000
17,113 12,007
4,577 5,165
12,379 13,301
21 50
443 386

6 -
3,824 6,045
11,529 6,541
49,892 43,495
47,057 40,992
2,835 2,503
Restated

2017 2016
£000 £000
4,528 4,523
26,017 27,264
12,259 7,959
7,916 7,900
9,047 4,503
7 -
1,015 431
60,789 52,580

The Directors have concluded that a balance relating to payroll should be reclassified from accruals to other creditors as this
more accurately reflects the nature of the balance and, accordingly, the prior year comparatives have been re-presented.

30



Mitie Security Limited
Annual Report and Financial Statements
31 March 2017

Notes (continued)
19 Deferred tax assets
Recognised deferred tax ossets and liobilities

Deferred tax assets and liabilities are attributable to the following:

Assets Liabilities Net
2017 2016 2017 2016 2017 2016
£000 £000 E000 £000 £0600 £000
Tangible fixed assets 399 284 - - 399 284
Share-hased payments 22 77 - - 22 77
Other 22 25 - - 22 25
Net tax assets 443 386 - - 443 386

Movement in deferred tox during the year
Recognised in Recognised in 31 March

1 April 2016 income equity 2017
£000 £000 £000 £000
386 71 {14} 443
Movement in deferred tax during the prior yeor
Acquired in
Recognised Recognised business 31 March
1 April 2015 in income in equity combination 2016
£000 £000 £000 £000 £000
396 {27) (3} 20 386

The UK Gavernment announced reductions in the UK corporation tax rate from 20% to 19% from 1 April 2017 and from 19% to
17% from 1 April 2020, which have been substantively enacted.

The reduction in the balance sheet carrying value of deferred tax assets and liabilities to reflect the rate of tax at which those
differences are expected to reverse has not had a material impact on the current year tax charge.
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20 Provisions

Insurance
excess provision Total
£000 £000
Balance at 1 April 2016 - restated 410 410
Provisions made during the year 28 28

Balance at 31 March 2017 438 438

The provisions balance includes the following items:

The insurance reserve provides for the self-insured element of Fleet and Liability claims that will typically settle over 3-5 years.
This includes a provision for claims that are expected but have not yet been reported.

21  Share based payments

The Mitie Group operates five equity-settled share option schemes, involving ardinary 2.5p shares in Mitie Group plc, which are
open to employees of the Company. Full details of the schemes are given in the annual report of Mitie Group plc. The main
terms of each scheme are as follows:

Discretionary schemes
Mitie Group pic long term incentive pian

Awards of shares or rights to acquire shares with an exercise price of nil and a vesting period of 3 - 5 years. Awards may be
forfeited if the employee leaves the Group. Performance conditions must be satisfied which are based on movements in a range
of market and non-market conditions.

Mitie Group pic executive share option scheme

The right 10 acquire shares at a predetermined price following a vesting period of three years. Options may be forfeit if the
employee leaves the Group. Before options can be exercised, a performance condition, linked to growth in earnings per share,
must be satisfied.

Conditional share plan

Awards of shares or rights to acquire shares with an exercise price of nil and a vesting period of 1 - 2 years. Awards may be
forfeited if the employee leaves the Group.
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21 Share based payments (continved)

Non-discretionary schemes
Mitie Group pic SAYE scheme

The right to acquire shares at a predetermined price if the employee saves a regular amount over a three year period. Options
must be exercised within six months of the date of vesting. Options may be forfeited if the employee leaves the Group.

Share incentive plan

Employees are invited to invest in Partnership shares which are purchased in the market on their behalf and held in a UK
employee benefit trust. One Matching share is awarded for every ten Partnership shares purchased. Matching shares may be
forfeited if the employee disposes of the Partnership shares within three years of purchase.

2017 2016
Weighted average share price at date of exercise 229p 305p
Options outstanding prices 201p to 260p 201p to 260p
Weighted average remaining contractual life 2.7 years 1.7 years

The options outstanding at 31 March 2017 had exercise prices ranging from 201p to 260p (2016: 201p to 260p). During the
year, options were granted in May, July, November, December and January. In 2016, options were granted in May, July and
August 2015,

22 Capital and reserves

Share capital At start of At end of 2017 2016
year year £000 £000

Ordinary Shares
Ordinary shares at £1 each 19,000 19,000 19 19
19,000 19,000 19 19

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per
share at meetings of the Company.

Profit and loss account
The profit and loss account comprises the retained earnings and losses of the Company, less amounts distributed to the

Company's shareholder.

Share premium account
The share premium account represents the premium arising on the issue of equity shares.
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22 Capital and reserves (continued)
Dividend
The following dividends were recognised during the period:
2017 2016
£000 £000
£768.58 {2016: £164.46) per qualifying ordinary share 14,603 3,125
14,603 3,125
23 Operating leases
Non-cancellable operating lease rentals are payable as follows:
2017 2016
£000 £000
Less than one year 1,255 842
Between one and five years 2,334 1,360
More than five years 1,889 1,734
5,478 3,986

During the year, £1,096,000 was recognised as an expense in the profit and loss account in respect of operating leases (2016:
£994,000).

24 Commitments

Commitments on beholf of Group undertakings

The Company is party with other Group undertakings to cross-guarantees of each others’ bank overdrafts and loans.

2017 2016
£000 £000
Qverall commitment 309,315 281,823
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24 Commitments [continued)

Performance bonds
The Company has cutstanding performance bonds as follows:

Performance bonds

25 Related parties

Related parties with which the Company has transocted

Mitie Security Limited
Annual Report and Financial Statements

2017
£000

31 March 2017

2016
£000

146

Under FRS 101 the Company is exempt from disclosing key management personnel compensation and transactions with other

companies wholly owned by Mitie Group pic. Other refated party transactions are disclosed below:

Sales to Purchases from
2017 2016 2017 2016
£000 £000 £000 £000
Subsidiaries and fellow subsidiaries of Mitie Group plc 659 11,799 1,150 1,384
659 11,799 1,150 1,384
Receivables Creditors
outstanding outstanding
2017 2016 2017 2016
£000 £000 £000 £000
Subsidiaries and fellow subsidiaries of Mitie Group plc 105 1,718 108 163
105 1,718 108 163

All inter-company balances are unsecured; trading balances are payable within 30 days unless both parties agree an extension,

funding balances are repayable on demand.

The Company is a participant in the Mitie Group ple Pension Scheme, a defined benefit scheme; the contributions payable under
the scheme are apportioned to the Company on the basis of the percentage of pensionable payroll determined, by the scheme
actuaries, for the scheme as a whole. The contributions payabie to the scheme were £98,000 (2016: £92,000): £5,000 of this
amount was payable to the scheme at 31 March 2017 {2016: £7,000). Fuil details of the scheme are set out in the Annual Report

and Accounts of Mitie Group plc.
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26 Acquisitions of businesses

Acquisitions in the prior year

On 31 March 2016, the Company acquired the business of Mitie Security {London) Limited. This was by way of purchase of trade
and assets including intangible assets. The business provides security solutions. The primary reason for the business
combination is to consolidate the number of Mitie Group subsidiaries.

If the acquisition had occurred on 1 April 2015, turnover for the year ended 31 March 2016 would have been £67,931,000 and
net profit before tax would have been £1,862,000.

Effect of acquisition
The acquisition had the following effect on the Company's assets and liabilites.
Recognised values
on acquisition

£000
Acquiree's net assets at the acqguisition date:
Intangible fixed assets {3)
Tangible fixed assets 30
Trade and other debtors 10,297
Deferred tax 20
Cash 5,721
Trade and other creditors {7,616}
Net identifiable assets and liabilities 8,449
Goodwill on acquisition 205
Total consideration 8,654

In the opinion of the Directors, the fair vatue does not materially differ from the carrying value of the assets acquired.

27 URimate parent company and parent company of larger group

The Company is a subsidiary undertaking of Mitie Security Holdings Limited which is the immediate parent company
incorporated in England and Wales. The ultimate controiling party is Mitie Group plc, a company incorporated in Scotland which
has its registered office at 1 Harléquin Office Park, Fieldfare, Emersons Green, Bristol South Gloucestershire 8516 7FN. Mitie
Group plc is the parent company of the largest and smallest groups into which the accounts of the Company are consolidated.
The consolidated financial statements of Mitie Group plc are availabie to the public and may be obtained from the Company
Secretary at the registered office or frorn www.mitie.com,
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