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Welcome to Mitie
Annual Report and Accounts 2021

We are the UK’ leading
facilities management company,
providing a range of services

to a large, diverse, blue-chip
client base. Our expertise, care,
technology and insight create
amazing work environments,
helping our customers be
exceptional, every day.



During this year,
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we have worked hard to be...

The voice of
the frontline

Our people give their best
when we show them that
we care. We are creating 2
great working environment.
We are seeking to be the
employer of choice.

A standard
bearer of
the industry

We work best with our
customers when we
collaborate. We aim to be
the trusted partner for our
customers, helping them

create exceptional workplaces.

A technology
leader

Technology is changing our
industry. Mitie's vision is to
harness its ‘science of service'
to generate social value
through everyday operations.
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Financial highlights

Financial
highlights

(for the year ended 31 March 2021)

£2 589m

Revenue including share of joint vencures
and associates'
19.19% higher than the prior year

£2.560m

Group revenue'
(FY20 £2,174m)

£63 4m

QOperarting profit before other items'23
(FY20 £86.im)

£8.3m

Operating profit'?
(FY20 £64.6m)

47 1

Average daily net debt
(FY20 £3276m)
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* Good trading resilience through COVID-19:
revenue including share of joint ventures and
associates of £2,589m, up 19.1%; excluding
the contribution from Interserve, revenue
was .67 lower

* Group revenue' of £2,560m
(FY20 £2,174m)

» Operating profit before cther items"23
of £634m (FY20 £86.Im) — impacted
by revenue mix and reduced project
work due to COVID-19

* Operating profit- of £8.3m, reflecting the
additional impact of other items for the year

* Order book now stands at £7,202m
(FY20 £4,294m)

* Interserve Facilities Management
("Interserve”) acquisition performing
better than expected, accelerating value
creation. £6.2m cost and revenue synergies
achieved in FY21. Cost synergies raised to
£42m (from £35m) achieved by FY23 —
at same cost

* Strengthened balance sheet: £/90m rights
issue; £250m RCF refinanced; and BBB
Investment Grade credit rating achieved

* Average daily net debt significantly reduced
to £470m (FY20 £327.6m) post-IFRS 16

i From continuing operations.
2 Other tems are a5 described in Nate 4 ta the consolidated financial statements.
3 Operating profit ncludes share of profit after tax from j6int ventures and associates
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The voice
of the
frontline

Our people give their best when we
show them that we care. We are creating
a great working environment. We are
seeking to be the employer of choice.

55%

Employee engagement

+50

Net Promoter Score (NFS)
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At a glance

Group
iInformation

Our vision
The Exceptional, Every Day.

Our purpose

Our expertise, care, technology

and insight create amazing work
environments, helping our customers
be exceptional, every day.

What we do

Mitie is the UK's leading facilities management
company. Mitie offers a range of services

to the public and private sectors including
engineering services, energy, security, cleaning
and specialist services induding immigration
and healthcare services, landscaping services
and waste management services.

Following the acquisition of Interserve on
30 November 2020, from | April 2021,
Mitie is transitioning towards a five-division
business model: Business Services, Central
Government & Defence, Communities,
Technical Services and Specialist Services.
Central Government & Defence and
Communities are divisions acquired from
Interserve. The contracts within the Business
& Industry division acquired from Interserve
have been incorporated into Business
Services and Technical Services.

04 Mitie Group plc | Annual Report and Accounts 2021

Our customers range
from banks and retailers,
to hospitals, schools

and government entities.
We have an order book
of £7.2bn and a pipeline of
opportunities of £12.9bn.
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We deliver the exceptional through a range of services

. - v
Business Services Central Government & Defence (CG&D) £
The Business Services division keeps some of the UK's biggest CG&D 15 a market leader in the provision of faciities management 05;
companies across a variety of dwerse sectors (including transport, services to central government departments in the United Kingdom _31
retail, government, critical natonal infrastructure and manufacturing). and Europe, and the Ministry of Defence in the United Kingdom and £
secure, clean and with Front of House provision. deployments overseas. Q
Communities Technical Services
Communities 1s a leading provider of mostly integrated faclities Techmical Services provides the full range of key technology backed
management services to devolved public sector customers, with engineering, maintenance, repair and mechanical and electncal systems
a focus on community environments in healthcare. schools and project activities. energy, carbon and water management services, air
universities, emergency services, and local authorities. condrtioning/disinfection solutions and digital warkplace services.

Specialist Services

o
Q
Care & Custody Landscapes Waste Management &
Care & Custody provides high-guality, Mitie Landscapes is a top five UK provider Mitie Waste is a leading national waste §
critical public services in immigration, of landscaping, focused on both horticultural management business providing innovative 3
criminal Justice and secure healthcare. and winter services. waste reduction and treatment solutions. ®
@ Read maore on our divisional performance from pages 22 to 25.
-
I
M
3
o
M
Customer type Forward order book >
&
% FY2l £m Fral g
@ Government 43 @ Lessthan | year 2,090 §
EY2I @ Non-government 57 FY2l @ Morethan | year 51112 “
Total secured
Revenue revenue for
from continuing S
N continuing
operations N
aperations

Revenue including share of joint ventures and associates

£m FY20 ’ £m FY21

@ Techrical Services 947 @ Technical Services 821

FY20 @ Cleaning 340 EY2l1 @ Cleaning 349
Revenue @ Security 563 : Revenue @ Security 669
fm":;::,’;ti::‘si"g @ Office Services 84 f"’;:mf;“n‘f“g @ Office Services 57
by division @ Care & Custody 110 by division @ Care & Custody 109
@ Landscapes 48 . @ Landscapes 50

® Waste 82 ] @ Waste 74

‘ @ Interserve 450

Mitie Group plc | Annual Report and Accounts 2021 05
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Chairman’s statement

Shaping Mitie
for the future

£2,560m £63.4m
Group revenue' Operating profit before

other items'?

3.5, 1,080

Basic EPS before Electric vehicles
other items'?

I From conunuing operations.

2 Other iters are as described in Note 4 to the
consolidated financial statements.
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I am so proud of the Mitie
team, and pay special tribute
to our 65,000 front-line heroes
who have gone to work every
day throughout the pandemic,
delivering exceptional customer
service, keeping the places
where Britain works — hospitals,
schools, food retailers,
manufacturing plants and
many strategic assets — clean,
safe and secure. A heartfelt
thank you to everyone.

Derek Mapp
Charman

Dear Mitie Shareholder,

Many company Chairs' Jetters to shareholders end by thanking the staff
In an unprecedented year, | want to start my letter by thanking all our
75.000 Mitie: colleagues for all they have done for our Company, for
our clients and indeed for our Country. They have been magnificent.

I am so proud of the Mitie team, and pay specal tribute to our 65000
front-line herces who have gone to work every day throughout the
pandemic, delivering exceptional customer service, keeping the places
where Britain works — hosprtals, schoaols, food retallers, manufacturing
plants and many strategic assets - clean, safe and secure. A heartfeft
thank you to everyone.

When | wrote to you this time last year we were in uhprecedented
times. We were concerned for the safety of our people, and our ability
to deliver essential services 1o our customers,

Gur main am during COVID- 12 was to ensure all colleagues felt safe,
supported, and recognised for ther efforts. We created regular
communications to all and we introduced new benefits ranging from
an extra day’s holiday for front line employees, Life Assurance and
access 10 a virtual GP. More recently we gave free shares to everyone
so that all colleagues can share in the future success of Mite.

Our investment in our people has seen lower staff turnover, more
nvestment in apprentices. more uptake of Learning & Development
modules, and more recognition awards. Some 30000 of our colleagues
recently completed an employee engagerent survey, which showed that
the number of colleagues feeling fully engaged rase by 9ppts to 55%.
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And despite the pandemic, I'm delighted to say that customer service
improved 1o world class levels, with a net promoter score of +50.
We won some significant contracts this year including HMRC,
Department of Health & Social Care, Heathrow Airport, MBNA,
Bravissimo, Magnox Ld, East & North Herts NHS Trust and many
athers. And we renewed some of our largest accounts including
Cornerstone Telecommunications, Rolls Royce. Deloitte and the
Scottish Government and losing none of note,

The last 12 months also gave us the opportunity to showcase our
technology solutions of remote monitoring and sensors for building
efficiency and workplace Apps and anti-viral dleaning methads to instil
confidence for these returning to work,

In addition, we made two important strategic moves. Last summer

we strengthened our balance sheet through a nights issue and

on 30 November 2020 we acquired interserve, | am personally grateful
for the support all our shareholders gave to these transactions.

The acquisition of Interserve is transformational in creating the UK's
largest Facilities Management company and accelerates the delivery of
shareholder value. In the first four months of ownership, good progress
was made.

Financial performance

Revenue including joint ventures and associates and including

a four-month contribution from Interserve, was £2,58%m and
represented an increase of 19.1% when compared to the same period
last year, Excluding the contribution from Interserve, revenue was
£2.139m. only 1.6% lower than last year despite the impact of COVID-9.

Operating profit before other items was £63.4m (FY20 £86.1m) 26%
lower than the pricr year as the additional profit from contract wins,
interserve and asscciated synergies was offset by the COVID impact on
trading, and the reinstatement of incentives and share based payments,
Operating margin before cther items reduced to 24% (FY20 4.0%).

Earnings per share for FY20 has been restated for the bonus element
of the rights issue. Basic earnings per share before other items from
continuing cperations, decreased by 58% to 3.5p (FY20 restated: 8.3p).
This is a result of the decline in profits combined with a higher weighted
average number of shares in issue following the rights 1ssue and shares
issued as part of the acquisition of Interserve.

Board composition

The Board met significantly more than usual during COVID-19, and to
discuss the merits of the Rights Issue and the acquisition of Interserve.
The balance of skills and experience stood the Board in good stead
during this challenging time. The Board 15 balanced with 50% male/female
representation.

On 17 March 2021, we announced the appointment of Simon Kirkpatrick.
as Chief Financial Officer. Simen, who held the position of Director of
Group Finance prior to his apportment, joined the Board with effect
from | April 2021. Further details on Simon's appointment can be found
on page 93.

Environment, social value and Governance
Environmental, Social and Governance (ESG) considerations are a key
part of the way we do business,

We are making progress against our ambitious 2025 net zero
emissions target, with a 29% reduction in carbon emissions in the year.
Mitie operates the largest electric vehicle fleet in the UK with over
1,200 vehidles on the road. We have signed up to EV/EP/REIQ0; and
are committed to saience-based targets to decarbonise our supply
chain by 2035.

Ouwr focus on ESG this year has resulted in improved ESG ratings
from CDP to A- MSCl to AA and Sustainalytics to 9.8, positioning
Mitie as a global leader and the highest ranked facilities mamagement
company globally.

Reflecting the importance of ESG there zre now targets relating
to ESG in the senior management's long term incentive plan,

Engaging and supporting our stakeholders
As a board we are committed to stakeholder engagement. ensuring that
all stakeholder interests are considered when making decisions.

The COVID pandemic required a significantly higher level of engagement
between the Board, Executive Directors and Senior Management. The
Board receved regular updates to help monitor the performance of the
Group and the morale of colleagues.

Furthermore there was increased engagement with our shareholders
and with our largest clients — particularly Central Government
departments and the Cabinet Office. We aiso supported our supply
chain — especially small and medium sized enterprises — ensuring they
were paid sooner than the previous year.

Dividend

in light of the unprecedented events caused by the COVID-19 pandemic
in FY2l, the Board does not recommend the payment of a final

dividend for the year. The Board will keep under review the possibility
of a resurmption of dividends in FY22 as confidence in the delivery of
free cash flow and acquisition synergies grows.

AGM

Mitie's Annual General Meeting (AGM} will be held on 27 July 202
at 11.30am at Level 12, The Shard, 32 London Bridge Street, London
SEI 9SG and on an electronic platform.,

Mitie is closely monitoring the impact of the COVID-19 pandemic and
public health concerns and will review attendance restrictions if the
UK Government's guidance has changed by the date of the meeting.
Shareholders should carefully consider whether to attend the physical
meeting in the current circumstances.

The Board recognises that the AGM is an important event in the
Company's corporate calendar, providing an oppertunity to engage with
shareholders. Therefore, to maximise engagement whilst respecting any
restrictions and guidance on public gatherings, the Company will for the
first time hold the AGM as a combined physical and electrenic meeting
{a hybrid meeting). This will enable shareholders to attend the AGM
remotely and to vote and ask questions in real time. Sharehalders wili
be able to attend and vote at the AGM using electronic facilities and ask
questions using either the telephone or electronic facilities — instructions
on how to do this are set out in the Notice of AGM.

The Board also encourages shareholders to appeint the chairman

of the AGM as their proxy and provide voting instructions in advance
of the meeting in accordance with the instructions set out in the
Notice of AGM.

Derek Mapp
Chairman

CO6F2958EBFC48B
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Qur business model

Creating value for
all our stakeholders

Our vision
‘The Exceptional, Every Day’

Our purpose

We exist to create exceptional work
environments. We are the UK’s leading
facilities management company, providing
a range of critical engineering, security,
cleaning, and sustainability services to
customers across government and the
private sector.

Our people’s expertise and insight,
combined with our innovative and
technology-led approach, enables
tailored solutions that anticipate and
meet our customers’ needs to create
safe, secure and sustainable work
environments for colleagues,
customers and communities.

Our values

* We are One Mitie

* We are built on integrity and trust
* We go the extra mile

* Our diversity makes us stronger

* Our customers’ business
is our business

Customer expectations

Qur customers expect us to deliver exceptional working
environments. We are a trusted partner offering
value-added, innovative and cost-effective solutions that
build enduring relationships.

Our inputs

We have created a ©ne Mitie approach to everything we
do to deliver a seamless, unrivalled service. We offer a
breadth of services underpinned by exceptional people,
expertise, a flexible approach and proprietary
market-leading technology.

I. Our pecple

QOur success is underpinned by the way Mitie feads and
engages with its people, who in turn deliver exceptional
service to our customers. We are flexible and adaptable to
our customers' needs with a personal pride in our wark.

2. Qur technology

Smart technology delivers benefits when it is used
intelligently, kept simple and embedded into everything
we do. Our technology suite includes MiTec, service
operations centre (SOC) and global security operations
centre (GSOC).

3. Our expertise

We have been delivering exceptional service for our
customers for decades which more recently, has been
backed by technology driven data analytics enhancing
a personalised service. By applying our experience to
improve efficiency and make a valuable, measurable
difference, we support our customers to run their
businesses more smoothly and effectively.

4. Our scale

The scale of our operations allows us to self-deliver most
services, including some specialist services. We also partner
with third parties to deliver additional specialist services.

5. Our nationwide reach
Qur nationwide reach allows us to service farge customers
with a presence all over the UK.

08 Mitie Group plc | Annual Report and Accounts 2021
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What we do

At Mitie, our main job is to look after the places where UK works. In a post-COVID
world this has never been more important, as our clients are seeking reassurance
around the safety and efficiency of their work spaces. We deliver exceptional service
and there is a 'Science’ to the service we offer. We provide our customers with
integrated, bundled or single service facilities management across services where we
are the market leader.

Technical Services | Cleaning | Security | Landscaping | Waste |
Care & Custody

Recognising that every customer is different, our approach is tailored to each
customer's unique needs and is designed to deliver continual improvements
throughout the life of the contract.

|. Diligence and design

We start by engaging with new or existing customers to understand their needs
or any changes to requirements. We design a solution using our expertise,
knowledge and technology.

2. Mobilisation and running operations

We look to mobilise our contracts in the most efficient way. Once in operation, we
are continually looking for opportunities to remove cost, expand our offering where
it would be of benefit to customers and become a valued strategic partner.

3. Insights to drive value

Using our proprietary technology, data analysis and open source data lake, as well
as traditional methods, we collate information on customers” buildings and assets
and the activities of their employees. We convert data and feedback into actionable
recommendations for our customers, enabling them to improve the environments
in which thew employees work and improve their wellbeing.

One Mitie - How we do it

We are One Mitie
We work as one to deliver a seamless, unrivalled service. We are all in it together,
if we can help a customer or colleague in any way, we will. We are One Mitie.

Our diversity makes us stronger
We are very proud of our rich and diverse culture and backgrounds. Qur diversity
creates ideas and insights. Everyone at Mitie has a voice and is treated as an equal.

We are built on integrity and trust
Integrity and trust are at the heart of all we do. We are the face of the company.
We treat others as we would like to be treated. We are proud to work for Mitie.

Qur customers’ business, is our business
We are a partner, trusted for cur expertise and for putting cur customers at the
heart of everything we do.

We go the extra mile

Whether it's keeping things running smoothly in a safe enviranment, looking for new
ways to do things better or fixing problems, going the extra mile for our colleagues
and customers and keeping our promises is in our DNA,

Creating
stakeholder
value

Shareholders and debt holders
We seek to create value through
growth, cash generation and the
efficient allecation of capital.

Custemers

We work best with our customers
when we collaborate. We aim to
be a trusted partner for our
customers, helping them create
exceptional workplaces.

People

Our people give their best when

we show them that we care. We are
creating a great working environment
and learning and development
opportunities for our employees,

We empower our people and
recognise great work, in seeking

to be the employer of choce,

Suppliers

We are committed to ensuring a
responsible supply chain that benefits
the wider community in which we
work, We cnly trade with suppliers
that comply with cur Procurement
Policy and Supplier Socia! Value Palicy.

Communities and
environment

Technology is changing our industry.
Mitie's vision 1s te harness s ‘saence
of service’ to generate social value
through everyday operations, leaving
a legacy for the communities in which
we wark to support a brighter future
for both pecple and the planet.

Mitie Group ple | Annual Report and Accounts 202 |
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Market review

Key market drivers —

Opportunities in a rapidly

changing FM industry

Over the past year, two fundamental events

have changed the opportunities and
competitive dynamic within the UK FM
industry — COVID-19 and its medium and

long-term impact on FM, and Mitie's acquisition
of Interserve. COVID-9 has shifted the short
term opportunities within FM from the private
to public sector and, within the private sector,
from hard hit sectors such as high street retall
and hospitality to more robust sectors such as
telecoms, supermarkets and distribution. While
the overall business mix has been impacted by
COVID-19, the broader set of opportunities
remains positive in the medium and long term.
With the acquisition of Interserve, Mitie is the

undisputed industry leader and the UK's

largest facilities management (FM) company

across many service lines (Engineering,
Security, Cleaning) and many sectors
(central government, defence) and is well
placed within the industry to capture these
emerging oppartunities.

The UK has a large and established outsourced FM market. Prior to

COVID- 19, it was forecast to grow at moderate levels ¢ 2% as the
market continued to move slowly from insourcing to outseurcing.

COVID-I9 has had a significant short-term impact across the market
with an estimated 2020 decline of ¢.15%. The market is expected to

rebound to rts pre-COVID-1F levels in 2022. There 15 an emerging

confidence in the industry as evidenced by accelerated hiring and new
COVID- |9 oriented services with higher margins. There has also been
a shift within the industry. Short term project works have been put on
hold while cleaning services have significantly increased. In the medium
term we believe project works will still need 1o be done, while the new
expectations of employees for safe and secure work emaronments will
remain, Similarly, public sector work associated with COVID-19 has been
robust. Equally significant 1s an emerging fundamental shift in employers’
wiews of FM - from a necessary but ancillary actvity to a service that s
fundamental to the safety and health of their employees. This shift will
be one of the underlying drivers positively impacting the industry in the

medium and long term. Custormers’ focus continues to be on cost.

efficiency and service quality, but with the COVID-19 impact there 1s
also 2 very substartive and fast-ncreasing focus on employee wellbeing

and sustainabality.

10 Mitie Group plc | Annual Report and Accounts 2021

MHow we are responding

Mitie has proactively and quickly adapted to the new emerging post
COVID-19 normal. Mitie's constant focus on improving the customer
experience has recently delivered a +50 NPS score which s a substantive
+77 increase over the last four years and puts Mitie in the top NPS
quartile. It has refinanced its business, acquired Interserve to significantly
increase its presence in the public sector, created a more efficient
business, built industry leading technology and developed sustainability
preducts and propositions. As a result, Mitie has a very differentiated set
of services, a very efficient business model and preducts and services set
to capture the future opportunities within a fast changing FM sector.

Sector focus

Mitie is continuing to target specific sectors for growth and build sector
focused differentiation and services. Its customer strategy continues to
focus on large and/or multi-service customers where we can leverage
our competitive advantages of national scale, service hine breadth,
self-service capability, technology leadership and low cost-to-serve. The
Interserve acquisition has significantly strengthened these advantages.
Mitie is focusing on building a material presence in specific sectors and
creating tallored propositions for those sectors. The Interserve
acquisition materially improved our presence in public sector — Defence,
Central Government, Heafthcare and Education — all resient sectors
which Mitie believe have significant growth potential. The acquisition has
significantly strengthened our public sector advantages as it has
broadened our framework access, deepened publc sector capabilities
and 15 delivering strong cost efficiencies. This has compiemerited Mitie's
private sector focus on Financial & Professional Services, Retall,
Manufacturing and Transport & Logistics. Leveraging our recent GSK and
Cornerstone success, Pharma and Telecom will become an increasing
focus for the business.
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Technical Services

Mitie's Technical Services division operates in the largest market
within the FM industry. The acquisition of Interserve has significantly
improved Mitie's market share enabling Mitie to increasingly
leverage its larger scale, breadth of expertise, national footprint,
self-delivery capacity and its technology platforms for large
customers. These attributes are reflected in Mitie's very strong
Technical Services customer NPS score of +51, which 1s a +20
increase versus last year. Mitie is complementing its core
engineering maintenance and projects businesses with higher
growth, higher margin businesses — energy, sustanability, workplace
sclutions — all of which are underpinned by robust technology
platforms, Driven by cost reduction pressures and ESG targets,
customers are Increasingly demanding energy and sustainability
solutions. Mitie’s projects business will leverage this future demand
as well as the strong growth in the construction industry and in
particular project repars and mantenance, COVIL- Y has
materially accelerated the demand for workplace solutions to
ensure that employers have safe, secure and attractive work
environments for their emplayees. Mitie workplace service
offerings are poised to capture this opportunity as evidenced by
NPS data which indicated that 80% of customers see workplace
refits as a key priority.

Security

Mitie Security continues to lead the FIM security market, by
leveraging its ndustry leading position, strong operational efficiency
and technology platforms (GSQC, Merhin, remote monitoring).

ft is unigue in the industry as a spedialist FM security provider which
enables our security business to provide added value services to

its customers. This Is reflected in Mitie Security's custormer NPS
score reaching +52 which 1s a + 25 increase versus last year. The
Interserve acquistion further strengthened Mitie's market share
from |4.1% tc 16 8%. Mitie Security continues to leverage its scale,
UK coverage, self-delivery and unique service cfferings, Although
Mitie Securrty continues to focus on the private sector — Retail,
Transpertation & Logistics, Financiat and Professional Services,

it is increasingly focused on the public sector, following the
Interserve acquisition.

Cleaning

With the [nterserve acquisition. Mitie Cleaning has become the
leading cleaning provider within the UK FM market. Mitie's market
share has increased from 5.0% to 8.8%. The COVID- 19 situation
has reframed the importance of cleaning for our customers to

a critical activity that provides safety and confidence for their
employees. [n the new post COVID-(9 world it will become an
increasingly essential part of Mitie's IFM offering. Mitie Cleaning

is defivering an exceptionally strong custorner experience as
evidenced by a +56 INPS which 1s an increase of +41 versus last
vear. Historically, the Cleaning sector has experienced siow growth
but this is changing with the impact of COVID-19, Specialty and
Environmental Cleaning will continue to outpace the market.

Mitie Group plc | Annual Report and Accounts 2021
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Strategy

Our strategy
in action

Qur strategy is to be the
‘partner of choice’ to create
exceptional workplaces in the
UK. We focus on partnership
with our customers where
our technology offering is a
true differentiator. This will
ensure long-term sustainable
growth, delivery of our vision
of “The Exceptional, Every
Day’ and value creation for
all our stakeholders.

The acquisition of Interserve
has accelerated the delivery
of our strategy, which focuses
on four key pillars highlighted
below. Further details are
outlined within the Spotlight
on Interserve on Page 18.

Page /72 sets out our
governance framework
which underpins the delivery
of our strategy.

Our four strategic pillars

I Customer: Bulld market-leading
positions in higher growth sectors,
deliver best in class custormer services
(as evidenced by industry leading NPS)
and focus on extending the fifetime value
of strategic clients

2. People: Create a'Great Place to Work),
be the 'Employer of Choice’ generating
social value and becoming known
as a leading ESG company

3. Technology: Embed nteligent technology
inta the heart of our offering, reduce cost
to serve and tead the industry in digrtal
transformation and decarbonisation

4. Cost: Strengthen our balance
sheet and maintain cost discipline
to remain competitive
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Customer

Build market-leading positions

in higher growth sectors,
deliver best in class customer
services (as evidenced by
industry leading NPS) and
focus on extending the lifetime
value of strategic clients

Achievements

* Market leadership positions

in Technical Services and

Business Services

Growth in MOD, Healthcare,
Cormmunities, non-food, logistics
NPS increased 20 points to +50
Contract renewal rates of 96% and
new bid win rate of 80%

Launched Mrtie First to increase the
proportion of services which are
self-delivered and to create more
value for our customers

Expanded presence on public sector
contracts and frameworks

KPIs
Organic revenue growth, operating
profit margin, order book, NPS

Medium term vision

s Sustainable contract renewal rates
above 90%

* Growth in strategic accounts
share of wallet including projects
or bundled offering

¢ Expand in high growth sectors

= Increase number of new large
transformational clients

+ Sustained NPS of +60 across
all divisions

+50

Net promoter score
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People

Create a ‘Great Place to
Work’, be the ‘Employer
of Choice’ generating social
value and becoming known
as a leading ESG company

Achievements

Number 10 of the Top 50
Inclusive Employers

Improved colleague gender and
ethnicity diversity to 21% of
women and 8% of BAME n senior
leadership roles

Improved employee engagement
to 55%

Staff turnover reduced to 154%
1,172 apprentices

Extra day's heliday for all
front-line employees

Lost time injury rate reduced
Learning Hub launched to

all colleagues o upskill

Launched life assurance and virtual
(P benefits to all colleagues
Through Mitie’s partner, Salary
Finance, provided all colleagues
with access to low interest loans
ang pay advances

KPls
Staff turnover, employee engagement,
lost time injury

Medium term vision

Continued mprovement of employee
engagerment score

Gender and ethnic diversity in senicr
leadership roles to target 40% women
and 20% BAME by 2025

Improve retention rates by continuing
1o enhance benefit offering, deploying
a career banding framework and
improving overall employee experience

55

Employee engagement
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Technology

Embed intelligent technology into the heart of our
offering, reduce cost to serve and lead the industry
in digital transformation and decarbonisation

Achievements

Increased rallout of Securrty technology (GSOC and remote

monrtoring) services to customer base with Mitie's SOC

connected to customers, reducing alarm incidence by 8%

Avria, Mozaic and digital monitoring have been key drivers in

[FM wans whilst custorner retention rates increased to 98%

Project Forte delivered £4:4m cost savings from efficiencies

and simpiification

increased adoption of ESME chat box with 34 customers

using ESME

* 29% reduction in carbon emissions to 19,205 tonnes and
over 1,200 electric vehicles on the road, the largest pure
electric fleet inthe UK

KPis
Organic revenue growth, order book, NPS, employee
engagement, staff turnaver, carbon emissions

Medium term vision

* Increase demand-led services using intelligent technology
{for example, remote monitoring sensors) to improve value
o customers, productivity and efficiency

*» Comgpletion of Project Forte to deliver increased technician
productivity, autemated workforce management and improved
supply chain management

= Net zero carbon by 2025 for operational emissions

¢ Fleet fully electric by 2025 wherever technology available

34

customers using ESME

From continuing operations,

2 (ther items are as described in Note 4 Lo Lhe consolidaled linancial statements.

Cost

Strengthen our balance sheet and maintain
cost discipline to remain competitive

Achievements
» Operating profit before other items'2 of £63.4m {FY20 £86.Im)
* Order baok now stands at £7,202m (FY20 £4,294m)
+ Strengthened balance sheet: £190m rights issue; £250m
RCF refinanced;
» Average daily net debt significantly reduced to £47.Im
(FY20 £327.6m) post-IFRS 16

KPIs

Organic revenue growth, Operating profit margin before other
rtems, basic EPS before other items, net debt/EBITDA ratio,
average daily net debt

Medium term vision

+ Mid single digit revenue growth with cperating profit
margin target of 4.5%-5.5%

+ Achieve competitive excellence focusing on costs and
efficiencies

* Growth in free cash flow and ROIC

* Mantan net debt / EBITDA ratio (pre-IFRS 16) of below Ix

£47m

Average daily net debt

Mitie Group plc | Annual Report and Accounts 2021
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Key performance indicators

Monitoring
our progress

Mitie's key performance indicators (KPIs)

are reviewed by the Board to monitor
performance against the Group's most
Important priorities. These include measures
for evaluating financial and non-financial
performance balancing the interests of all our
stakeholders including customers, shareholders,
colleagues, and our local communities.

Cur FY2I financial performance has been negatively impacted by the
COVID-19 (COVID) pandemic partiaily offset by the Rights Issue in
July 2020 and the acquisition of Interserve Facilities Managerment
("Interserve”) which completed on 30 November 2020,

All financial KPls have been reported induding Interserve however
the non-financial KPls are reported for Mitie excluding the Interserve
business. A detailed review of performance can be found within the
Chief Executive's Strategic Review and the Finance Review sections
on pages 26 to 29.

Link to remuneration @

Our strategic pillars

Customer: Build market-leading positions in
higher growth sectors, deliver best in class
customer services (as evidenced by industry
leading NP$} and focus en extending the lifetime
value of strategic clients

People: Create a ‘Great Place to Work', be the
‘Employer of Choice’ generating social value and
be known as a feading ESG company

Technolegy: Embed intelligent technology into
the heart of our offering, reduce cost to serve
and lead the industry in digital transformation
and decarbonisation

Cost: strengthen our balance sheet and
maintain cost discipling to remain competitive

14 Mitie Group ple | Annual Repart and Accounts 2021

Financial KPls

Organic revenue growth (£m)
from continuing operations

Description

Revenue growth from continuing operations reflects the heatth of the order
book, the ability to upsell and cross-sell, the pipeline of potential opportunities,
and win and retention rates alongside Mitie's broader reputation in the sector:

A reconclliation of organic revenue grewth from continuing operations to the
equivalert statutory measure for FY21 and FY20 is provided in Appendix —
Ahernative Performance Measures on pages 211 tc 213.

FYai £1,995m I 7
Fr20 nonm Lol %
Fro £2006m CAGR over
FYI8 £1go4m  Chreeyears

Our achievement

During the last four years Mitie has acquired Interserve, VSG and Global
Aware. Excluding al three acquisitions, organic revenue compound average
growth rate {CAGR) was .7%.

Crder book (£m)
from continuing operations

Description

The reported order book includes only secured fixed-term contracted
work and excludes variable and project work. The order bock reflects
Mitie's success at retaining customers, upseling and winning new customers,
Improved customer serwice, increasing market share, alongside qualifications
on frameworks, are expected to lead to increases in the order book in the
medium term.

FY2| £7.202m 6 8

FY20 £4294m %

Fr 19 £4.147m increase from
FY18 {4.151m prvious year

Our achievement

Mitie's order book for continuing operations increased by 68% primarily due to
the addition of the Interserve order book of £3.157m. Exduding this, the crder
book was £249m lower than the prior year as a number of contracts that were
dueto renew in FY2| were extended for between 12-18 months rather than
longer pericds.

Customer renewal rates improved to 96% and customer win rates were 70%.
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Operating profit margin before other items (%)

from continuing operations

Description
Operating profit margin reflects winning quality contracts and delivering

fficicnt, exceptional service. Profilabilily on contracts improves as the Group

enhances the efficiency of operations throughout the Ife of the contract.

Whilst the COV!D pandenic and the acquisition of Interserve will result in

lower operating profit margins in the near term, Mitie's goal is to achieve
margins of 4.5%-5.5% in the medium term.

Return on invested capital (%)
(ROIC)

Description

Return on invested capital (ROICY is a measure of hnw efficiently the Group
utilises 1ts invested capital to generate profits. ROIC is calculated as Operating
profit before other items and after tax from continuing operations divided by
invested capital.

The caleulation of ROIC and a reconatiation of the Group's net assets to
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invested capital for FY21 and FY20 are provided in Appendix — Atternative o
A reconciliation of operating profit before other items from continuing Performance Measures on pages 211 to 2(3 Q
operations to the equivalent statutory measure for FY21 and FY20 is provided e
; g : FY2l 89% !
in Appendix — Alternative Performance Measures on pages 211 to 213, 2
FY20 242% +~? Ppts 2
Fr2l 24% |.6 Frio 7%  reduction from ®
FY20 4.0% . ppts [ ‘a 245% PI'eVlOUS year
Fris 18% Iowe.r than the .
Y18 3gg ~ Previousyear Our achievement
Return on invested capital was 8.9% as compared to 24.2% in FY20. The year
Our achievement on year dedline is primarily due to lower profitability in the year and significantly
Operating margin reduced to 24%. This margin dedline largely reflects the higher invested capital as a result of the acquisition of Interserve.
addition of COVID-related revenue at lower margins in FY2I (supporting UK
Gavernment contracts) and temporarily lost revenue from higher margin
variable and project works, combined with some higher margin contracts
completed in FY20.
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Free cash flow {£m)

Description

Free cash flow represents how much cash we generate to re-invest in our

business for future growth or to deploy in other ways such as M&A and

dividends. The Group's strategy focuses on delivering sustainable free cash flow

in the mediumterm.

A recondliation of free cash flow to the equivalent statutory measure for
FY2| and FY2C is provided in Appendix — Afternative Performance Measures

on pages 211 to 213,

::22) e +305 £5 5 . Om

Basic EPS before other items (p)
from continuing operations

Description

Basic earnings per share before other items represents the profitability of the
Group. Improving earnings per share reflects the improving profitability of the
Group. The Group's strategy focuses on creating value for shareholders and is
expected to improve EPS in the medium term with the Interserve acquisition
being EPS accretive after the first year of ownership.

A reconciliation of basic EPS kefore other items to the equivalent statutory
measure for FY2) and FY20 is provided in Appendix — Aliernative
Performance Measures on pages 211 to 213, EPS for FY20 and earlier years
has been restated for the bonus element of the Rights Issue.

FY 19 +308 rer:t’_‘;“s’" :'_‘;"‘ FY2l 35 5 7 8
1ou. e3a
FYia 316 P ¥ Fr20 83p %
FY s 2ép decline from
Our achievement 8 6,3p. previous year

Free cash outflow of £24.5m 1s as a result of the lower profitabiiity when

compared o last year and the higher cash outflow from other items.

Our achievement

Basic earnings per share before other items from continuing operations,
decreased by 57.8% ta 3.5p {FY20 restated: 8.3p). This is as a result of the
lower profit before tax, driven by the lower cperating profit noted above,
combined with a higher weighted average number of shares in issue following
the Rights Issue and shares issued as part of the acquisition of Interserve.

Mitie Group plc | Annuzl Report and Accounts 2021 15
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Key performance indicators continued

Monitoring our progress
continued

Non-financial KPls |

Covenant net debt/EBITDA ratio (x)
{(pre-1FRS 16)

Description

Period end net debt/EBITDA ratio or leverage ratio is one of the two debt
covenants used to assess Mitie’s finandial position. Calculated on a pre-IFRS16
basis, for the leverage covenant the ratio of net debt to EBITDA should be no
mare than 3x. The other covenant ratio is interest cover (ratio of EBITDA o
net finance costs to be no less than 4x). Following the COVID-related
amendments agreed in June 2020, the covenant thresholds on these ratios vary
until September 2022. Mitie intends to keep the period end net debt/EBITDA
ratio below Ix excluding short term exceptional activity.

Covenant ratio calculations for FY2| and FY20 are provided in the Finance
Review on page 29.

FY2) <0x 0

FY20 0.7x < X

Frio 13x improvement from 0.7x
FY18 20« Previous year

Our achievement
Mitie was operating with <0 leverage ag at 31 March 2021 (FY20: 0.7x) as the
net proceeds from the Rights Issue strengthened the balance sheet.

Staff turnover

Description

Mitie measures the number of employees leaving voluntarily over a |2-month
period against overall headcount, The data is for Mitie prior to the acquisition
of Interserve,

Fra 15.4%

FY20 16.8% I -4PPtS
Fris (5.7%  redaction from
Frig 16.8% PrEvicus year

Our achievement

Voluntary attrition has been a focus area for a number of years as Mitie strives
to become the ‘Employer of Choice” in the FM industry. Exit interviews and the
annual engagement survey resutts inform our thinking and a number of
improvements have been deployed to increase colleague engagement and
loyatty during FYZI. Our people give their best when we show them that we
care, that's why we have depioyed market leading new benefits induding viriual
GP access for all colleagues and those in their hausehaold, life assurance for all
colleagues, salary advance (the ability to access pay before pay day) and, most
recently. the free share plan where free shares have been gifted o all
colleagues, focusing more shares an Mitie's front iine heroes,

Average daily net debt (£m)
{post-IFRS 16}

Description

Mitie's balance sheet health is of paramount importance to the long-term
sustainabdity of its business. Average daily net debt reflects working capital and
bill-to-collect management. Over the medium term, Mitie will continue to
reduce average daly net debt through proactive cash management and reduce
the peaksitroughs to closing net debt.

Egg i 328 £28 I m

improvemenc
from previous year

Data is not presented for FY19 and FY18. as the financials for these years
were prepared on a pre-IFRS |6 basis,

Qur achievement
£190m of net proceeds were received from the Rights 'ssue and the Group

benefited from £146m of taxes deferred under the Time to Pay (TTP) scheme,

which were fully repaid by January 2021, Together, these two tems impraved
average net dett by ¢ £220m compared to FY20 with the remaining
improverment due to the underlying improvement in working capital. The
peak/trough to closing net debt has reduced to £160m from £240m.
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Employee engagement (%)

Description

The Group's success is nderpinned by the way Mite leads and engages with
its people, The Employee Engagement survey asks colleagues at Mitie how they
feel about working with the organisation, and what improvements could be
made. This is followed by the “You Said, We Did’ campaign to demonstrate
actions undertaken in response to feedback. Beyond the annual survey, senior
management meet employees throughout the year at roadshow conferences
across the UK and mernbers of the Group Leadership Team go 'back to the
floor' to engage with fronthne colleagues. The survey also contains the scores
of Interserve colleagues.

Fral 55% 9

Fr20 6% ppts
Yo 459 increase from
FY 18 3% Prvious year

Qur achievement

Mitie's employee engagement score of 55% is 9ppts ahead of the pror year
and reflects a score in bne with the LUK companies in the Services sector which
s a significant improvernent an the prior year when Mitie was below average.
The improvement in the score is a reflection of the significant communications
1o all our emnployees throughout the pandemic and our ability to reach all
75000 employees.
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Net promoter score Carbon emissions

(index) {tonnes CO,e)

Description Description

Customer net promoter score {NPS) continues to be an impaortant metric In February 2020 Mitie set an ambitious, industry-leading pledge to reach net
for Mitie in understanding a customer’s overall satisfaction with the quality of zero operational carbon emissions by the end of the calendar year 2025 —
services provided and a willingness to recommend our products and services a full 25 years ahead of the UK Government's 2050 target. Mitie will eliminate
0 others, carbon emissions from power and transport, eradicate non-sustanable waste

and enhance inefficdent buildings to meet the highest environmental standards

Fral +50 20 .
FY20 +30 point FYl 19,205 a
increase from %
FY19 +12 - Y20 27072 2
FYig -19 previqus yesr FYI2 28917 Feduction from g
' previous year g
Our achievement . a
L ‘ . - Qur achievement e
Mme: overgll N:’S scor? for F;(le is ug) 20 pfOIg;S‘tOF;f]?‘EhIS isa i Mitie's electric fleet continues to develop, with over 1,200 electric vehicles
trans Ormat’fj”g move o the O o .e“‘:h e (EV) on the road and mare than 850 EV charge points installed at 31 March
srolcesses ar; a5 meiflxn year é)?e, Oh rlaggng ac;?u: s ar} lxnar;_g © basies 2021, making Mitie the largest pure electric fleet in the UK based on publicly
bu_rm_g vear \{\éo,yealars :ie an iur i ave Zeh re rani_orm '\S‘A)ﬁars‘ available information. All electricity that Mitie buys for its operated sites is [00%
ringing new deas, innovation, technoiogy and implementing our renewable. Energy optimisation surveys and infrastructure plans completed
programrme. This has really made a difference to the overall satisfaction R
: AT across 15 largest Mitie sites.
of customers as evidenced in Mitie's FY2| score.
n
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Lost time injury frequency rate
{per million manhours worked)

Description

Mitie's efforts to keep its people safe are of greatest importance and the
Group continues to focus on improving safety performance. Cur injury rateis a
key measure to monrtor our progress towards zero harm and includes all injury
severities, from first aid to fatality.

Fral 285
Fr20 394 28_%
Fr g 608 reduction from

FY 18 g3 PrevieusyEr

Qur achievement

Mitie's commitrment to ensuring near misses and hazardous conditions are
reported has helped lower the number of injuries. It means potential accidents
are caught before things escalate, enabling risks to be mitigated.
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Spotlight

Spotlight on our acquisition

of Interserve Facilities Management

The acquisition of Interserve Facilities Management accelerates the delivery
of our technology-led strategy, expanding our scale and footprint to create

the UK’s largest facilities management company. The combination of

these two businesses will transform our competitive positioning, unlock
significant growth opportunities for both our business and our colleagues
and strengthen our financial profile, better balancing our public and private
sector divisions and driving greater returns from the investments we have
made in technology, systems and customer service over the past three years.

Phil Bentley

Chief Executive Officer

4 November 2020

Strategic
pillar

Mitie
Strategy

Strategic
rationale for
acquisition

Integration
progress in
FY2l

Customer

Build market-leading
positions in higher growth
sectors, deliver bestin class
customer NPS and focus on
extending the lifetime value
of strategic clients

Enhances competitive
positioning with customers
balancing public/private
sectors

= All major contracts
renewed or extended

* Launched Mitie First to
increase self-delivery

identified for Landscapes
and Waste with £i.2m
delivered in FY2I

Cross-seiling apportunities

People

Create a ‘Great Place
to Work' and be the
‘Employer of Choice’

Unlacks significant growth
through Strategic Account
Management and developing
our people

+ All transferring colleagues
offered life assurance,
access to virtual GP
Service and Mitie's
Employee Assistance
Programme.

* Phased move of
transferring colleagues to
Mitie's suite of HR systems
and in-house payroll
underway with the first of
4 cohaorts successfully
transitioned with 93%
agreeing the transition
went smoothly.
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Technology

Embed technelogy inte
the heart of our offering,
reduce cost 1o serve and
lead the industry in digital
transformation

Leverages technology to
deliver Digital Transformation
and improved service

* Roll out of Mitie laptops
to transferring colleagues
underway
« Cyber enhancement
projects progressing well
CAFM "Lift and Shift” on
track for completion in
May. with the migration of
email, SharePcint dara, and
file shares due to complete
by june 2021
Transition fram Interserve
ERP System, AXI2, to
Mitie's SAP environment
progressing at pace
* Piloting 2 custormers with
Aria/Esme and 7 customers
Mozaic dashboards
configuration underway

4

Cost

Long-term profitable growth,
with sustainable positive
cashflow and a strong,
flexible balance sheet

Generates cost synergies

Increases free cash flow, margin
and balance sheet surength

* Synergy identification and
realisation has been
accelerated within year
FY2I incremental saving of
£6.2m across headcount
and procurement
Significant progress made
on negotiations with
Supply Chain partners
Supplier payments,
customer invoices and cash
collection continue in line
with forecasts and year to
date averages
« 5 properties exited with a
further § identified for exit

.

-
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Chief Executive’s strategic review

Strengthening
the business in a
challenging market

2.139m

Revenue excluding
Interserve!

+50

Net premoter score

« From continuing cperations.

7.202m

Crder book

_5_5%

Employee engagement

FY2I was a defining year for
Mitie and completes our four
year transformation. The Group
showed great resilience during
the COVID pandemic; we
strengthened our balance sheet;
and the Interserve acquisition

is performing well. Mitie is now
the market leading provider

of intelligent technology-led
facilities management, with a
clear pathway to deliver growth
and sustainable free cash flow.

Phil Bentley
Chief Exacutive Officer

Mitie’s strategic transformation

Mitie has been transformed over the last four years. Qur focus on
delivering great service, delivered cost-efficiently by great people, and
backed by our technology, has resulted in our highest ever customer
Net Promoter Score {(NPS) of +50ppts and afi-time high contract

renewal rates of 36%, complemented by significant new customer wins.

Mitie's strategy has been based around the four pillars of Customer,
People, Technology and Balance Sheet/Cost, We are focused on
becoming the market leader in the three core facilities management
services of Cleaning, Security and Technical Services and achieving

a best-in-class customer NPS. The acquisition of interserve on

30 Novemnber 2020 has bolstered Mitie's Public Sector standing,
gaining leadership positions across Central Government and Defence,
Heatthcare and critical nfrastructure.

Customer

Reflecting our focus on putting our custorners at the heart of our
business, Mimie's NP5 has increased to +50ppts from -27ppts four years
ago. This s fargely due to the introduction of award-winning marketing
campaigns and Strategic Account Managers {5AMs) empowered to
deliver exceptional customer service, backed by leading technology.
The creation of SAM accounts has alse supported an increase in
cross-selling and upselling, benefiting revenue growth,

Mitie Group plc | Annual Report and Accounts 202 |
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Chief Executive’s strategic review continued

People

Four years ago Mitie set out to create a ‘Great place to work’ and

to be the ‘Employer of choice’ in the facilities management industry.
Significant progress has been made on both counts with our Employee
Engagement score increasing from 33% 1o 55% and employee retention
rates significantly improving. We have continued to invest in our
colleagues, whether 1t be through an additional day's haliday for cur
front-line, an enhanced benefits package including Salary Finance, Iife
assurance, a Virtual GP service, ar learning and development to help
colleagues build on therr skills. Uniquely all Mitie colleagues have been
granted free shares and wilt therefore share in the value they are helping
to create. All Mitie benefits were put in place for Interserve colleagues
from | December 2020.

Technotogy

A third strategic imperative was to embed technelogy to differentiate
Mitie’s offering across all service [ines. The Group now has an advanced
cyber-resilient, cloud-based IT platform to run the business, largely
autormnating our systems supporting workforce management
{Workplacet); workflow management systems (Forté); our HR/payrall
processes (SAP Success Factors), and our back-office finance and
procurement processes. COVID-19 has highlighted the strength of
Mitie’s technology. Digital Workplace and Monitoring have allowed
custormers to manage their building capacity, utilise cleaning more
efficently and keep buildings secure during periods of closure or
semi-occupation, There are now 34 custormners automatically served by
‘chatbots' and 94 customers receiving real tre management information
{(MN). Mitie leads the industry in cyber resiiency. Straight-through
processing in HR and Finance have advanced considerably. The rall

out of Mitie techrolagy to Interserve customers is a pricrity, with

26 customers expected ta move onto our chatbot or Ml platforms,
with balf due to be delivered between now and September, This s a
key driver to improve Interserve customers’ NPS.

Balance Sheet/Cost

The fourth element of cur strategy was to strengthen our balance sheet
and reduce costs, Our balance sheet today is significantly stronger with
net assets of £362m at 31 March 2021, compared to £8im at the prior
year end, with sustainable leverage of less than Ix our EBITDA and a
significant reduction in off balance sheet financing, £45m total savings
were achieved from Project Helix (IT/Finance/HR/Management) and
reinvested for long-term growth in SAMs, sales and marketing,
modernizing [T and iInvestment in technology. Project Forté 1s expected
to deliver net savings of £)5-20m as it seeks to drive efficency and
productivity across Technical Serwvices. The experience gained from
rolling cut WorkPlace Plus and Forté, as well as from the integration of
WVSG in 2019, will help to deliver a successful integration of Interserve.
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COVID-19

Mitie has provided critical and essential support to customers and to
the wider British putlic during the pandemic through its defivery of
additional security and specialist cleaning services, moblising three
Nightingale Hosprials and standing up over 200 COVID-19 testing
centres. Mitie has played an important role keeping Britain working
during the pandemic, afthough profitability has been impacted from the
reduced demand for core facilities management, and the drop off in
variable project and discretionary work. Customers have also delayed
procurement decisions and offered short-term extensions for cortracts
which would normally have renewed for a longer period, thus resuiting
in a shghtly reduced order book.

Mitie established three overriding priorities in response to the COVID-19
crisis: protecting the health and safety of cofleagues, customers, and the
communities that Mitie serves; ensuring the Group could continue to
operate and delver essential services to customers; and fimally, preserving
financial strength through cost saving initiatives, delaying certain tax
payments and utibsing the Coronavirus [ob Retention Scheme.

Pay rises for staff were deferred and the Board took voluntary pay cuts
of up 1o 30% to preserve cash.

As trading performance improved in the second half of FY2I, the
financial benefits offered by Government were repaid, including HMRC's
Tirne to Pay" initiative and thase furlough payments relating to colleagues
employed directly at Mitie's own operations.

Qutlook

Although the world of work in a post-COVID-19 environment 1s
changing, Mitie's investments in custormer-facing technolegy, as well as in
the efficiencies by which we manage our ‘workflow' and our 'workforce’
- callectively what we call The Scence of Service” - positicns Mitie

well to prosper from its industry-leading NPS and E-ENG scores, with
good performance in retention and new business wins. New working
environments require improved standards of assurance and monitoring
with employee well-being at ther heart. This plays to Mite's strategy of
bullding leading technical skills at 113 Cleaning, Security and Technical
Services Centres of Excellence.

As businesses slowly start 1o reopen and our customers' employees
return to offices, we are starting to see some green shoots of recovery
In the variable project and discretionary spend works and we anticipate
this continuing as re-occupation plans sofidfy. With some high-quality
new contract wins, short-term support to the public sector and
additional synergees from the integration of Interserve, we now
anticipate FY22 will be materially ahead of our prior expectations.

The transformation of Mitie and the acquisition of Interserve has areated
a strong base from which Mitie 15 well positioned to prosper. Qur new
strategy will focus on increasing growth, margin enhancement and cash
generation. The new Mitie will target, over the medium term, mid single
digit reverue growth, margins of 4.5-5.5%, sustainable free cash flow and
ROIC in excess of 20%.
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Financial performance
Revenue

Revenue, including share of joint ventures and associates, from continuing
operations and, including a four-month contribution from Interserve,
was £2,589m, an increase of 19.41% compared to the prior year, Excluding
the contribution from Interserve, revenue was £2,139m, 1.6% lower than
the prior last year as variable and discretionary projects declined due to

bullding closures or lower occupancy.

Revenue growth in the second half of the year, excluding the

contribution from Interserve, was 6.5% (H! decline of 9.8%) as a result
of a stronger performance from Technical Services — where projects and
variable works saw an uplift in demand — combined with a very strong

final guarter of the year from Business Services.

Operating profit

Operating profit from continuing operations, before other items was
£634m (FY20 £86.1m), 26% lower than the prior year as the additicnal

profit from contract wins, inclusion of Interserve and associated

£6.2m of synergies was more than offset by the impact of COVID-19 on
trading, the ending of certain profitable contracts in the prior year and
the reinstatement of iIncentives and share based payments {which were
waived last year to preserve our financial strength), Operating margin
reduced to 24% (FY20 4.0%). This margin decline largely reflects the

lower margin mix of revenues related to contracts supporting the

Government's fight against COVID-(9, lost revenue from higher margin

variable and project works and the higher margin contracts which
ended in FY20, Further margin declines were mitigated by tight
cost management,

Cost management
Managing costs and improving operaticnal efficiency remains an

important focus and whilst the short-term pay cut measures of up to
30% taken in the early months of the COVID-19 pandemic have been
reversed, the opportunity to remove costs through property portfolio
rationalisation, procurement contrals and our fixed cost base — including
the creation of a single management team in Cleaning and Security — ail
resulted in cost savings. Project Forté is making good progress, with

addrtional savings delivered in FY21, and is on track to go live in
Decemnber 2021.

Order book

The order book, as at 31 March 2021, was £7,202m, including £3,157m
from Interserve. Across the industry, many contracts due to renew in
FY2I were extended temporarily, reducing the number of new, longer
term opportunities, However, overall win rates were at /0%, the highest

level in the last four years, with retenders and extensions at 96%.

Whilst sales activity 1s picking up it continues to be lower than
pre-COVID-19 levels. Mitie has won or renewed contracts worth
c.£1.3bn. with Business Services winning or renewing £720m and
Technicat Services winning or renewing £427m. New wins included

Magnox, MBNA, Marks & Spencer, East & North Hertfordshire NHS
Trust, Essex County Council, Department of Health and Social Care,
Co-Op and Cornerstone. New contract extensions from longstanding
clients such as Rolls Royce, Linklaters, Deloitte, Tesco and the Scottish

Government helped our renewal rates.

The majority of the Interserve order book relates to the Communities
division, where longer contracts {average 15 years) are prevalent. All the
major Interserve contracts that came up for renewal in the four-month

period under Mrtie have been renewed or extended.

Integration of Interserve Facilities Management

Mitie acquired Interserve on 30 November 2020 and the integration has
been proceeding smocthly and at pace with the early delivery of £6.2m
cost and revenue synergies from headcount reductions. procurement
savings and offices which were closed befcre the end of FY21.

Total cost synergies are now expected to be £42m (previously £35m)

to be delivered by end FY23 and for the same costs to achieve of
£33.4m as originally identified, Additicnal synergies have been identified
across headcount, additional property exits and further procurement
savings. To drive revenue synergies a 'Mitie First’ policy was implemented
to increase self-delivery particularly in Fire & Security, Landscapes

and Waste,

All transferred Interserve colleagues received access to Life Assurance,
Virtual GP Service and Mitie’s Employee Assistance Programme from

| December. Two coherts of ex-Interserve employees have already
been migrated to Mitie's HR and payroll systems prowviding access to
additional benefits, such as the employee discount site and Salary
Finance. The remaining transferring Interserve colleagues will be
transitioned by Octaber.

Five transferring Interserve properties have been exited with leases
ending or being made onerous and a further two Mitie properties have
been exited through the integration property rationalisation. Twe
further properties have been identified for closure within the next six
months. Ingenuity House will be exited and replaced with a smaller
Midiands hub by November.

Technology Integration has made excellent progress with key deliverables
including; the roll out of Mitie {aptops; Microsoft Teams roll out to alf
Cenitral Government & Defence customer support teams; completion
of a number of Cyber enhancement projects; and the transition from the
interserve ERP system AX12 1o Mitie's SAP environment. For the roll
out of customer-facing technoiogy, 26 former Interserve customers have
been pricritised. The ‘Mozaic' Ml dashboard is being configured with the
first customers iive in July and ‘Aria’ and ‘Esme’ is being piloted far

2 customers. Proactive engagement with customers is ongoing around
Connected Engineer, Digital Maintenance and Maonrtoring as a Service.
As technclogy integration progresses, elements of the transitional IT
support provided by Interserve Group Ltd have been exited, with the
remainder to be terminated on schedule by the end of November,

From | Aprit 2021 all contracts previcusly managed under the Interserve
Business & Industry division have been moved to Technical Services or
Business Services thus aflowing the B&| management team to be exited.
CG&D will operate as 2 standalone division, as will the Communities
division which now includes all the PFl and Healthcare contracts formerly
within Mitie. Mitie will report in line with the new divisional structure for
the first six months of FY22 in November 2021,

Since taking over interserve it is clear that there is greater opportunity
1o create value through additional cost and revenue synergies than first
thought. Whilst there remains considerable work to be done, we are
optimistic that there is significant additional value to be gained over the
next three vears. To align the senior leadership team with delivering
greater benefits from the acquisition and to incentivise accelerated
delivery of shareholder value, the Board intends to seek approval for a
one-off conditional share award (Enhanced Delivery Plan) at this year's
Annual General Meeting, The award will only crystallise with the defivery
of superior returns on invested capital and exceptional cost and revenue
synergies measured over three years,

Phil Bentley
Chief Executive Officer

DocuSigned by:
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Operating review

Our divisional
performance

Business Services

£m FY2Il FY20  Change, %

Revenue 1,085.0 9869 5.9%
Cleaning 349.5 3405 26%
Security 668.8 5627 189%
Office Services' 66.7 837 {20.3)%

Operating profit

before other items 49.4 422 17.1%

Operating profit margin

before other iterns, % 4.6% 4.3% G.3ppt

Order book 1,633 1835 (H1.0y%

Number of employees 37,858 34,321 10.3%

1 Office Services comprises Document Management, Vetting and Front
of House

Performance highlights

= Revenue growth of 9.9% as a resutt of new Governrment

contracts from DHSC and HMRC and the demand for

additional hygieng services

Single managemerit team for Cleaning and Security delivered

cost savings and productivity improvements contributing to

margin rprovement to 4.6%

£720m worth of new, renewed or extended contracts

Net proroter score of +47 (FY20 +28)

4725 additional employees joined during the pandemic

-

*

Business Services

The Business Services division keeps some of the UK's biggest companies
and most Iconic bulldings secure and clean across a variety of diverse
sectors, including transport and avation, retall and distrbution, governmerit
and public sector, critical natioral infrastructure and manufacturing.

Securtty encompasses manned guarding and technology-backed

monitoring solutions, together with fire and security systems installations.

Cleaning focuses on general, specialist and techmcal cleaning services that
include clean rooms, high-security environments and window cleaning,
Office Services comprises Document Management, Vetting (Procius) and
Front of House.

2 Mitie Group plc | Annual Report and Accounts 2021

Operational performance

Working with customers to keep their workspaces safe, cleéan and
operating during the COVID-19 pandemic has been the priarity.
COVID-19 has accelerated the dernand for Mitie’s intelligent technelogy
sotutions in Cleaning and Security as the transition to remote working
and flexible office occupation is managed alongside creating a safe and
secure environment.,

Financial performance

Business Services increased revenue by 99% to £1.085.0m (FY20
£986.9m), boosted by a 17.9% ncrease in the second half compared
with the second half of the prior year. Whilst work supporting the

UK Government in testing centres was the primary factor, the division
also secured a number of new contract wins. Office Services reported
a decline in revenue of 20.3% with a slightly better second half
performance, influenced fargely by the aviation sector in the Vetting
(Proawus) business,

Operating profit before other items was up by 17.1% to £494m

(FY20 £42.2m) reflecting both increased sales and the benefits of
combining the Cleaning and Security management teams. Despite
adding lower margin COVID related revenues, margin ncreased 1o
4.6% (FY204.3%) due to an increase in higher margin specialist cleaning,

Business Services has won, renewed or extended £720m of contracts
this year ncluding Co-Op. East & North Hertfordshire NHS Trust,
Hogan Lovells International, and North West Anglia NHS Foundation
Trust. Key retentions in the penod mcluded Heathrow Airport, Kellogg's
and the Scottish Government.

Business Services has started FY22 strongly with a number of new or
expanded COVID-19 contracts being mobilised from june. New contract
wins with Associated British Ports and Amazon alongside contract
renewals from existing key customers, including Co-Op, Heathrow
Airport, Network Rail and SSE, will all contribute to a strong divisional
performance in FY22.
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Technical Services

im FY2l Y20  Change %

Revenue 820.7 3477 (34)%
Maintenance 5697.0 7897 (H.7)%
Engineering Projects 123.7 1575 (21.5)%

Operating profit

before other items 264 559 (52.8/%

Operaitng profit margin

before other items, % 3.2% 5.9% (2.7)ppt

Order book 1,884 1914 (1.6)%

Number of employees 8,162 3.102 {10.3)%

Performance highlights

* Strong retention rate of 99% throughout a challenging year and
extended key relationships with a number of top customers

+ Productivity improved with jobs per day up 13%; self-delivery
increased to 87% (FY20 B4%)

= Project Forté delivered £44m of savings. £1.3m ahead of
expectations, through the early introduction of supply chain
management, RPA technologies and call centre efficiencies

+ £427m worth of new, renewed or extended contracts

+ Delivered £72m in renewable projects and services
(FY20 £81my}

+ Net promoter score increased to +51, a record high (FY20 +31)

Technical Services

Mitie's Technical Services division provides the fult range of key
technology-backed engineering, maintenance, repair and M&E project
actwvities, energy, carbon and water management services, air
condrtioning/disinfection solutions and digital workplace services.
Project Forté is further differentiating Technical Services intc one

of the industry's leading providers of engineering services.

Operational performance

Mitie responded quickly to the challenge of COVID-19 and worked to
renegotiate contracts and repurpose team members to suppert
customers in a flexible manner.

During COVID-I19, Mitie's technology ensured customers’ buiidings were
safely maintained during long periods of closure. The remote monitoring
platform monitored |25% more data points {desk sensors, room
sensors) compared to the prior year On five key contracts where Mitie
deployed Monitoring as a Serwvice, 7,000 call outs / jobs were avoided,
representing a reduction of 16% in the total jobs in the period for those
contracts, reducing cost and carbon emissions and minimising onsite risk
from COVID-19.

Mitie's Digital Workplace platform has supported customers to safely
manage their workspace through the booking of desks and meeting
rooms, and montoring the occupancy and CO; changes to support a
safe return to work. Our Luxibel UVC air purification product has been
installed at four custormers.

Project Forté is a complex project focused on re-engineering Technical
Services' workflow processes. The Project continues to make good
progress and we remain confident of a ‘Go Live' in December 2021 In
FY2| Project Forté has delivered £4.4m of benefits, £1.3m ahead of
schedule, and remains on budget and on track to deliver a £15-20m net
benefit by FY43.

The sector focused approach has continued to deliver new customet
wins and, with a renewals rate of 99%, £427m has been added 1o the
arder book. Although many bids were delayed due to COVID-19, new
deals were secured with key customers such as Magnox. QBE Insurance,
MBNA, Bravissimo and Hain Daniels. Mitie Energy has delivered £72m in
renewable projects and services including installing ground source heat
pumps at one of our largest clients.

Financial performance

Technical Services reported revenue of £820.7m, a decrease of 134%
in the year (FY20 £947.2m). Excluding the contracts which ended in
FY20 (MCOJ and a portion of NHS Properties), revenue decline was 8%.
The broader economic impact from the pandernic was manifested in
reduced office occupancy and retail footfall with significant reductions in
the travel, automative and leisure sectors. Performance in the second
half reflected some imprevement as customers increased spend on
getting 'Back to Business.

Operating profit before other items decreased by 52.8% to £264m
(FY20: £559), This 15 primarily due 1o the mpact of COVID-19 on
higher margin discretionary spend works and engineering projects, and
contracts which ended in FY20. Technical Services was quick to respond
with a 17% reduction year on year in overheads including headcount,
overtime and property reducticns. The benefits from these actions, and
a contribution from better supply chain rates, resufted in an improved
second half performance. Operating profit margin for the second

half was 3.9%, resulting in a full year operating profit margin of 3.2%
(FY20 59%).

Technical Services has started 1o see some early signs of a recavery in
variable project and discretionary spend warks as businesses slowly start
to recpen and our customers’ empioyees return to offices. We anticipate
this continuing as re-occupation plans solidify. This, in combination with
some quality new wins and renewals, including the Scottish Government,
rake for an encouraging start to FY22.
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Operating review continued

Our divisional performance
continued

Specialist Services

fm FY2l FY20  Change %

Revenue 2336 2396 (25)%
Care & Custody 108.8 1102 (1.3)%
Landscapes 50.2 478 5.0%
Waste 74.6 816 (86)%

Operating profit

before other items 225 253 (t1.0)%

Operating profit margin

before other items, % 9.6% 10.6% {L.0ppt

Order book 528 545 (31)%

Number of employees 3,058 2977 27%

Performance highlights

* During the year Care & Custody won a new contract at
Hassockfield IRC

* Waste was successful in being added to two additional
framework agreemerits for NHS Trusts to support future
revenue growth

* lLandscapes renewed its two largest customer contracts JLL
and CBRE

Specialist Services

Care & Custody, Landscapes and Waste Management businesses are
aggregated and categorised as Spedalist Services, as these fall outside the
traditional FM offering of ‘Hard' and 'Soft’ services. They are generally

higher growth businesses with operating profit margins above the
Group's average.

Care & Custody provides high-quality, critical public services in

immigration, crirninal justice and healthcare. Landscapes is a top five
UK provider of landscaping, focused on both horticultural and winter
services. Mitie YWaste 1s a leading national waste management business

providing innovative waste reduction and treatment solutions.

Specialist Sarvices revenue declined 2.5% to £233.6m (FY20 £239.6m)
with operating prefit of £22.5m, 11.1% below the prior year (FY20

£25.3m). and operating profit margin of %.6% (FY20 10.6%).
Care & Custody's revenue declined to £108.8m (FY20 £1102m).

A reduction in variable escorting services activity and the closure of
the Campsfield immigration Removal Centre in FY20 were largely

offset by the continued growth in revenue from Police services.

Operational improvements have continued through the integration of
Care & Custody's Workforce [T system with the bespoke detention and
escorting ‘™MEDS' case management systemn. Cost reductions have been
achieved as IT developments have enabled Care & Custady 1o reduce
the number of call handlers and to cansolidate the Palice Health Control
Centre activity into a single office. Operating profit before other iterns

and operating profit margin were both slightly reduced to £74m
(FY20 £7.7m) and 6.8% (FY20 7.0%).

24 Mitie Group plc | Annual Report and Accounts 2021

Landscapes revenue increased by 5.0% to £50.2m (FY20 £47.8m) as
growth returned strongly in the final quarter of the year. Operating
profit before other iterns was slightly lower at £8.4m (FY20 £8.6m) as

a result of higher costs relating to winter services, partially offset by cost
savings. Landscapes has renewed its two fargest customer contracts and,
as part of a broader Mitie bundled offering secured £10.4m of new work,

Waste revenue decreased by 8,6% 1o £74.6m (FY20 £81.6m), as volumes
reduced due to lower accupancy or foatfall in travel, industrial, financial
and commercial sectors, Revenue has also reduced due to operational
efficiencies being passed back on the NHS clinical waste contract, offset
by additional work for waste remaoval at our Testing Centres and
Nightingale Hospitals. Operating profit before other items has fallen by
25.6% to £6.7m (FY20 £9.0m) with an operating profit margin of 9.0%
(FY20 11.0%) as profitability dechnes were partially offset by savings from
headcount reductions.

FY22 has started well as Landscapes and Waste benefit from businesses
slowly starting to reopen and our customers’ employees returming to
offices. Care & Custody has continued to see growth from Police
Healthcare services and a small ncrease in detention escorting services.
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Financial highlights
I Revenue of £450.0m for the four months to 31 March 202} was an
I nte rserve FaCI Iltles improvement on the comparatwve period last year due to additional
COVID-19 and non-COVID- 19 project works :n CG&D and extra
M anagem ent COVID-19 related work in the Communities Healtheare partfalio.

However, this was offset by COVID related downsides due to site access

fm Fy2i restrictions impacting catering and parking in Communities, and shopping
Revenue inc. share of [V&A 450.0 centres in B& in particular.
CGaD 2304 Operating profit before other items for the four-month period was
Communities 95.8 £13.3m and includes £3m upside from Interserve’s share of synergies, o
Business & Industry (B&I) 123.8 largely relating to headcount reductions. Profitability benefited from Q
o) - - - additional project works towards the end of the year which, when g
perating profit before other items 13.3 . . ) . . . =
combined with the synergies, delivered an operating profit margin B
Operating profit margin before other items, % 3.0% of 3.0%. o
Order book 3,157 Following the strong fourth quarter of FY2I, FY22 has started well
Number of employees 25,287 for CG&D with the continued pick up in project work. Interserve has
renewed or extended a further |3 contracts, with all divisions reflecting
Performance highlights a promising start to FY22.
= Strong performance from CG&D in the UK with increased
projects in the final quarter Corporate overheads ]
+ Early delivery of synergies of £3m contributed to £13.3m Corporate overheads represent the costsrof running the Group and
operating profit include costs for_the head office commercial and business development.
. Th ‘ . financial, marketing, legal and HR teams. Corporate overhead costs
ree new contract wins and 10 renewals or extensions bave i . ‘
‘ . ave increased to £48.2m in the year (FY20 £37.3m). The increase -
) P','OJECJ[ wor%s WO across schools and hospitals. including at includes the additional costs incurred in providing all staff with Personal =
King George's Hospital, Iiford Protective Equipment (PPE} and making properties COVID-19 .
compliant, the repayment of £4.1m of furlough monies, and the :'i
re-instatement of management incentives, which were put on hold B
Interserve Facilities Management last year due to COVID-|9. 8
Interserve was acquired by Mitie on 30 November 2020 and contributed (3,
four months of trading from | December 2020 to 31 March 2021 to 2

Mitie’s FY21 results. During this period, Interserve operated through
three princigal business divisions: Central Government & Defence
("CGE&D") which provides facilities management services to central
government departments in the United Kingdom and Europe, and the
Ministry of Defence in the United Kingdom and cverseas; Communities
which provides services 1o devolved public sector customers, with a
focus on community environments in healthcare, schools and universities,
emergency services, and local authorities: and Business & Industry
("B&I") which provides services to private sector and other customers,
ncluding regulated businesses, shopping centres, transport providers and
manufacturing and industrial companies.

Operational performance

Since the acquisition focus has been on the early delivery of synergies,
contract wins and renewals, and improving customer service. Interserve
employees are in the process of transferring onto Mitie's payroll and HR
systems, and strategic account managers are being trained in the Mitie
SAM Programme to improve cross-seling and upseling capabies.

Customer relationships are largely positive with 10 renewals or
extensions in the four-month period. In addition, Communities won

its first new contract under the Mitie brand with East and North
Hertfordshire NHS Trust awarding a soft services contract for [0 years.
Early customer feedback recognises the benefits that the intreducticn
of Mitie's technology will bring, alongside enhanced data quality and
operational excellence.
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Finance review

We are continuing to
simplify our business
and de-lever our
balance sheet.

1

Although COVID has challenged
us all, our business has been

far more resilient than we
originally expected.

Simon Kirkpatrick
Chief Financial Officer

— — Alternative Performance Measures
The Group presents its results as those of continuing operations, before
other items. Management believes this is useful for users of the financial
£47 I m £ 3 62m statements, providing both a balanced view of the financial statements,
. and relevant information on the Group's underlying financial
Average daily net debt Net assets performance. Accordingly, the Group separately reports smpairment
of goodwill, cost of restructuring programmes, acquisition and disposal
related costs (including the impairment and amortisation of acquisition

refated iIntangible assets), gains or losses on business disposals and other
exceptional items as ‘Other Items.

Financial performance
The reported Income Statement from continuing operations is set

867m  89%

Continuing cperations,

Closing net debt Return on invested capital £m unless otherwise specified FY2l Fro
Revenue including share of oint ventures
and assovates 2,589 2174
Group revenue 2,560 2,174
Operating profit before other tems 63.4 86.1
Other items {55.1) (21.5)
Operating profit 33 646
Net finance costs (17.4) {162)
Tax (1.9 79
(Loss)profit after tax {10.1) 405
Basic earnings per share before other items' 15p 83p
Basic (lossi/earnings per share' (09)p 5.8p

| Earmings per share for FY20 nave been restated for the bonus ¢lement of the
FY2| rights issue.
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Revenue

Revenue from continuing operations of £2,589m, including share of
revenue from joint ventures and associates, and including a four-month
contribution from Interserve, represented an increase of 19.19% when
compared to the prior year. Excluding the contribution from Interserve,
revenue was £.2,139m, .6% lower than the prior year. Group revenue
from continuing operations (which excludes revenue from joint ventures
and associates} increased 17.8% to £2,560m, also including the
post-acquisition contribution from Interserve

Operating profit

Operating profit from continuing operations before other items was
£63.4m (FY20: £86.1m), which was 26.4% lower than the prior year as
the additional profit from contract wins and the four-month contribution
from Interserve, including the assaciated £6.2m of synergies, was more
than offset by the COVID impact on trading, completed contracts, the
reinstatement of incentive paymerits and an increase in share-based
payments. Operating margin reduced to 2.4% (720, 4.0%), largely
reflecting the addition of COVID-related revenue at lower margins
{supporting UK Government contracts) and temporarily lost revenue
from higher margin variable and project works, combined with some
higher margin contracts completed in FY20.

Operating profit was £8.3m, reflecting the additional impact of other
items for the year.

Government support

The Group took advantage of UK Government support offered under
the Time to Pay (T TP} scheme, allowing Mitie to defer payment of
£133.2m of tax (PAYE and VAT) which would have been due in the
period Apnito June 2020. Together with the £33.0m deferred in March
2020, the total amount deferred by Mitie under TTP was £166.2m.
These deferred taxes were repaid in instalments, with the final payment
rnade in January 2021, earlier than the April 2021 deadlne. (n addition,
Interserve held an £18.5m deferred payment balance under TTFP on
the balance sheet at the date of the acquisition, which was repaid in
December 2020, bringing the net repayment during the year to £51.5m.
During the year the Group made use of the Government's Coronavirus
Job Retention Schere. The Group has subsequently repaid £4.Im 1o the
Government relating to furloughed colleagues employed directly at
Mitie's own operations®.

Other items

Other items, £m FY2I
Interserve acquisition related costs (14.8)
Interserve integration costs (8.8)
Interserve amortisation of acquisition related intangible assets (6.7)
Sub-total — Interserve related other items (30.3)
Project Forté (10.6)
Property transformation (11.3)
Armortisation of non-Interserve acquisition related

intangiblc assets (2.2)
Other acquisition and disposal related costs (0.8)
Other 0.1)
Sub-total - Non-Interserve related other items (24.8)
Total other items from continuing operations

before tax (55.1)
Other iterns from discontinued operations 3.2
Total other items before tax (51.9)
Tax 7.1
Total other items after tax (44.8)

Other items in FY2I resulted from the Group's cngoing transformation
and M&WA activity, which includes Project Forté, the property
transformation programme, and the costs associated with the Interserve
acquisition and integration.

The acquisition and integration of interserve is significant in terms of
both size and complexity, and the costs incurred reflect this. The
acquisition related costs largely relate to the one-off professicnal fees
for the transaction, whereas the integration costs primarily relate to the
resources being deployed to implernent mtegration and redundancies.
The amortisation charge of £6.7m relates to the reduction in the
intangible asset value of the acquired customer contracts and
relationships, reflecting the passage of time towards the contracts’
forecast expiry dates.

The total cost before tax of the Group’s other transformation activity
was £24.8m, of which £10.6m related to Preject Forté. Project Forté
is focused on re-engineering Technical Services’ workflow processes.
A further £11.3m related to the Group-wide property portfolio
rationalisation, including impairments to right-of-use leased assets and
provisions associated with related onerous contracts, This reflects the
closure of seven offices.

The amortisation of non-Interserve acquistion related intangible assets
is primarily associated with Vision Security Group, which was acquired in
FY19, and Other Items relating to discontinued operations includes the
partial release of provisions relating to the dispesal of the Social Housing
business, which are no longer required.

Net finance costs

Net finance costs were £174m (FY20: £16.2m}, an increase of 74%
compared to the pricr year. The increased costs were prinapally driven
by debt arrangement and amendment fees assocated with the June 2020
refinancing and the securing of a relaxation of covenant thresholds until
September 2022 (as discussed below).

Tax

Profit before other items and tax of £46.0m from continuing operations
(FY20: £699m) resulted in a tax charge of £8.5m (FY20: £119m),
representing an effective tax rate of 18,5% (FY20: 17.0%). Including other
rtems, the tax charge for continuing operations was £1.0m (FY20: £79m).

Mitie is a significant contributor of revenues to the UK Excheguer,
paying £640.0m in the year (FY20: £504.9m). Of this total, £116.6m
refates to taxes borne by Mitie (principally employer's National Insurance
contributions) and £523.4m relates to taxes collected by Mitie on behalf
of the UK Exchequer {principally VAT, ncome tax under PAYE and
employees’ Naticnal Insurance contributions).

Joint ventures and associates

Operating profit includes Mitie’s share of the results net of tax of joint
ventures and associates that were acquired as part of the Interserve
transaction. £1.9m was reported within operating profit before other
items and a charge of £1.2m for amortisation of acquired intangible
assets was reported within other items.

Earnings per share

Basic earnings per share before other items from continuing operations,
decreased by 57.8% to 3.5p {FY20 restated: 8.3p). This 1s as a result of
the lower profit before tax, driven by the lower operating profit noted
above, combined with a higher weighted average number of shares in
issue following the rights issue and shares issued as part of the acquisition
of Interserve, Earnings per share for FY20 has been restated for the
bonus element of the FY21 rights 1ssue.

Basic earnings per share was (0.9)p (FY20 restated: 5.8p), with the
reduction reflecting the factors outlined above, plus the impact of a
higher level of other items in FY2I.

2 Further details can be found in Note 7 to the consolidated financial statements.

Mitie Group plc | Annua Report and Accounts 202 | 27

n
[=4
ni
=
m

L
[}
i

°
Q
a

ADUBULIDAOT)

SIUBLIAIEIS [RIDURULY



DocuSign Envelope |D: 6D3020F 3-2619-4212-8E7E-0480B87A6058

Finance review continued

Balance sheet

Restated'
£m FY2! FY20
Goodwill and intangible assets 548.4 3295
Property, plant and equipment ETY o8
Interest in joint ventures and associates 1.0 -

Working capital balances' 165.7 137.7)
g capl

Provisions (116.4) {532}
MNet debt’ (86.7) {1530)
Net retirement benefit fabilities (42.5) (46.7)
Deferred tax 19.8 97
Other net assets 76.0 1.1
Total net assets 351.8 805

I Working capital and net debt balances for FY20 have been restated due to a change
1h accounting policy related to BACS payments (see Note | to the consolidated
financial statements)

Owverall, the Group reported net assets of £361.8m at 31 March 2021,
which is an increase of £281.3m compared with 31 March 2020, The
ncrease is primarily the resuft of the £1904m net proceeds from the
rights issue plus £138.7m of net assets acquired related 1o the Interserve
transaction and the £57.6m receivable related 1o the provisional
adjustment to consideration {see below), partially offset by the £105.0m
cash consideration paid.

Acquisition of Interserve

The acquisition of lnterserve has added the provisional values of
£3.3m for goodwill and £138.7m for the acquired identifiable net assets
and Jiabilities to the balance sheet, in return for total consideration

of £142.0m.

The net assets acquired of £138.7m inciude £21%.3m attributed to
acquired intangible assets, recogniaing the value assocated with the
customer contracts and relationships, £66.7m of provisions, and a £13.9m
net lability from other assets and liabilities such as deferred tax, leases
and joint ventures. Provisions nclude £13.0m for onerous contracts,
mainly related to certain PFl contracts, and £37.2m for rectification
warks associated with pre-acquisttion issues

The total consideration of £142.0m comprises £199.6m of consideration
already settled (£105.0m cash paid and £34.6m shares issued) less a
provisional adjustment 1o consideration of £57.6m related to a
completion accounts process, which 1s mcluded as a receivable in the
balance sheet as at 31 March 2021 (within Other net assets in the tabie
above). The outcome of the completion accounts process Is inherertly
uncertamn, given that this is subject to a commerciafl negotiation and
potentially expert determination, and the final adjustment agreed

could therefore be materially different from this estimate.

Change in accounting policy

The Group has changed its accounting poficy In relation to the
recognion of BACS payments, whereby BACS payments are

now recognised at the settlement date, rather than when they are
nitiated. This change was implemented as part of the alignment of
accounting policies with Interserve and will provide operational benefits
including simplifying the cash management process and accelerating
period end reporting.

As a result of the change 1n accounting policy the balance sheet for

FY20 has been restated to reclassify amounts between cash and
waorking capital. which has had the result of reducing net debt by £14.9m
at 31 March 2020 and increasing net debt by £54m at | April 2019,

The impact of the new accounting policy for FY21 was an increase n

net debt of £5.6m at 31 March 2021. As a consequence of the actounting
policy change, cash generated from operations for FY2[ 1s fower by
£20.5m, but for FY20 the restated amount is better by £20.3m,

There has been no impact on the income statement, earnings per share
or net assets as a result of this restatement.
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Retirement benefit schemes

Net retirement benefit liabilities have reduced to £42.5m, compared
with £46.7m at 31 March 2020, principally due to contributions and
returns on plan assets, partially offset by a decrease in the discourt rate
reflecting a decrease in yields on high-quality corporate bonds. The net
lizbilties at 31 March 2021 included a net accounting surplus of £3.0m
related to a scheme acquired with the Interserve business. There is also
an accounting surplus related to a joint venture acquired with Interserve,
Mitie's £2.2m share of which 1s reported within interest in joint ventures
and associates on the balance sheet.

The latest funding valuation of the Mitie Group defined benefit
scheme as at 31 March 2020, indicated an actuarial deficit of £92.1m,
The Group has negotiated, subject to final approval, a deficit recovery
plan with the trustees totaling £93m over seven years, of which £ilm
was pard in FY21.

Cash flow and net debt

Restated'
£m FY2l FY20
Operating profit before other items
(continuing operations) 63.4 86.1
Add back: depreciation, amortsation & impairment 46.9 435
Other movements (including other items) (34.1) {250)
Working capital movements! (36.9) (12.9)
Cash generated from operations 398 921
Capex, capital [eases, dividends from
Vs, interest & tax (64.3) {61.6)
Free cash {outflowj/inflow (24.5) 305
Rights issue 190.4 -
Acquisitions & disposals (84.0) 4.2
Dividends & other? (15.6) 4.1y
Decrease in net debt during the year 66.3 806
Closing net (debt) {86.7) (153.0)
Average net (debr) (47.1) (327.6)
Leverage covenant <0x 0.7x
Interest cover covenant 8.5x 9.3%

Working capital balances for FY 20 have been restated due to a change n
accounting policy refated to BACS payments with an increase in cash generated
from operations of £20.3m for FY20 and a reduction of £149m in net debit at
31 March 2020 {see Note | 1o the consolidated financial statements)

2 Dividends & other for FY2I ncludes lease fabiities of £14.2m acquired with
Interserve, and for FY20 includes dividends pad of £14.4m

The lower cash generated from operations is largely driver by the
reduced operating profit before other items, due to the factors nated
above, combined with the cash outflow from the increased level of other
items, and higher adverse movemenits in working capital (see belaw).
Crther movemerits within cash generated from aperations include
pension deficit payments and non-cash adjustments relating to
share-based payments.

Capex, capital leases, dividends from Vs, interest and tax resutted in

a cash autfiow of £64.3m, and there was a net Free Cash Qutflow of
£24.5m in FY21, Within this outflow there have been £58.0m of one-off
working capital cutflows in the year, which are explained further below,
Excluding these one-off items, the Group would have had a Free Cash
Inflow of £73.5m.

The Group received £190.4m of net proceeds from the Rights

Issug, and the net cash outflow to acquire Irterserve was £84.0m.
reflecting £i05.0m of consideration paid less cash on the balance sheet
(excluding restricted cash of £19.4m). No dividends were paid in the
year (FY20: £14.4m).
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Working capital

Working capital movements resulted in an outflow for the year of
£36A4Am after the repayment of £51.5m of tax previously deferred under
the HMRC TTP scheme, a further reducticn in the inveice discounting
programme of £190m and paying our suppliers faster over the year end
period (impact estimated at £27.5my). Adjusting for these items, the
underlying working caprtal showed an improvement of £61.6m, which
was driven by strong working capital management, iIncluding billing
process efficiencies.

Net debt

Average daily net debt of £47.1m for FY2| decreased by £280.5m in
comparison to FY20, primanily as a result of the £1904m net proceeds
from the rights issue, and the benefit, at the maximum point, from the
£166.2m of taxes deferred under the T TP scheme, which have since
been fully repaid. Together, these two items improved average net debt
by c.£220m compared to Y20, with the remaning iImprovement due
to the underlying improvemnent in werking capital referenced above.

Mitie's two key covenant ratios are calculated on a pre-IFRS 16 basis.
These are leverage (ratio of consolidated total net borrowings to
adjusted consolidated EBITDA) and interest cover {ratio of
consolidated EBITDA to consolidated net finance costs). Following
the COVID-related amendments agreed in June 2020, the covenant
thresholds on these ratios vary each period until Septerber 2022, as
set out in the table below:

Covenant Mar-20 Mar-21 Sep-2| Mar-22 Sep-22
Interest

cover > 4.0x > | 0x = 25% > 35x =40
Leverage < 30x <40x <35x <30 < 30x

As at 31 March 2021, the Group was operating well within these ratios at
< Ox leverage and 8.5x nterest cover, A reconciliation of the calculations
is set out in the table below:

Restated'
Closing net debt on 2 post-IFRS 16 basis as at 3| March 2021 was FYal R0
£86.7m (compared with the restated £153.0m at 31 March 2020), £m (RI2M) (R120)
reflecting the strengthened balance sheet following the rights issue, Operating profit before
i 1 . 3
Total Financial Obligations (TFO) other items _ 63.4 8
Restated' Aqdr depreciation, amortisation
£m FY2l FY20 & imparment 46.9 439
Net (cash)debt' pre-IFRS 14 (1.7 600 Headline EBITDA 10.3 1328
Lease liabilities (JFRS 16) 106.4 930 Add: covenant adjustments 22.2 03
Net debt' post-IFRS 16 86.7 1530 IFRS 16 EBITDA adjustment (28.0) (248)
Supply chain finance - 160 Consolidated EBITDA {(a) 104.5 1083
Customer invoice discounting 51.7 707 Full-year effect of acquisitions
Pension deficit 425 67 & disposals 234 (7
Total Financial Obligations (TFO) 180.9 2864 Adjusted consolidated EBITDA o 1219 1066
Net finance costs 17.4 l64
| Net debt balance for FY20 has been restated due to a change In accounting policy Less: covenant adjustments (1.8) (1.7
related to BACS payments {see Note | to the consalidated financial staternents) IFRS 16 finance costs adjustment (33) e
Mitie closed its supply chain finance programme in December 2020, Consolidated net finance costs (©) 123 116
Perlwo'd-end TFO have continued to decrease significantly, reflecting Interest cover (ratio of (a) to (<)) B.5x 93
Mitie’s strategy to strengthen the balance sheet and decrease leverage.
Net (cash) / debt 86.7 1530
Liquidity and covenants Impact of hedge accountin,
As at 31 March 2021, the Group had £401.5m of committed funding ) Epfront feesg ¢ 28 13

arrangemenits. These comprised a £250m Revelving Credit Facility
maturing n Cecember 2022, and £151 5m of US Private Placement notes
spread over two maturities: Decernber 20272 (£121.5m}; and December
2024 (£30.0m).

With effect from 10 june 2021, DBRS Merningstar assigned a credit
rating of BBB with a stable cutlock to Mitie. The Group intends to
refinance its existing facilities over the course of the next year.

IFRS 16 net debt adjustment (106.4) (930)

Accounting policy change for

recognition of BACS (5.6) 149
Consolidated total net
(cash) / borrowings {d) (22.5) 772
Leverage (ratio of (d) to (b)) <0x 0.72x

MNet debt balance for FY20 has been restated due to a change n accounting
policy related to BACS payments (see Note | to the conselidated financial
statements), nowever consolidated total net borrowings for covenant purposes
remains unchanged

2 Continuing and discontinued operations

Simon Kirkpatrick
Chief Financial Officer

DocuSigned by:
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Environmental and Social Yalue Summary

Environmental and
Social Value Summary

Environmental, Social and Governance (ESG)

is a key part of our two ‘Technology’ and
‘People’ strategic pillars as we look to achieve
net zero carbon by 2025, generate increased
social value and become recognised as a leading
ESG company.

Mitie will continue ta review its targets and approaches to the economic,
social and environmental aspects of Social Value to ensure 1t leads the
FM sector, Mitie will consider ways in which it can maximise social

value in both day-to-day business operations and every partnership

that it creates, to benefit individuals, communities, supply chains and

the environment.

Mitie's vision 1s to lead the faclities management (FM) sector n creating
social value through everyday operations, leaving a legacy for the
communities in which it works, to support a brighter future for all.
Mitie will do this by baving clear targets across its pillars of social value,
which are Environment. People, Cornmunity, Respensible supply chain
and Innovahon, each of which is backed up with a delivery plan. Mitie's
fifth pillar. Innovation, is embedded within the four other pillars and,
therefore, instead of specific targets, this important pillar is used to
ensure all other areas are performing innovatively, so that operations
run efficiently and Mitie remains industry leading. We will embed ESG
considerations in every aspect of Mitie's business from strategy to supply
chain management to delivering for our customers.

Increasingly, customers expect Mitie not just to have dear targets on all
aspects of Social Value, especilly the environment, but to be able to
support them in delivering their own challenging targets in areas such
as decarbonisation, reduction of energy usage and waste managernent.
Mitie's expertise is demonstrated by its leadership in the transition to
electric vehicles, as well as its Group-wide certification for ISO14001
{Emvironmental Managemerit Systerm) and ISC9001 {Quality
Management System). Subject matter expertise is further evidenced
by Mitie Energy’s 15050001 (Energy Managerment System) and Mitie
Waste's BS800| (Circular Economy) certification, as well as Mitie's
industry-leading Plan Zero commitment to net zero carbon by 2025.

Owersight and governance are provided by the Social Value &
Responsible Business Committee. chaired by Baroness Couttie. For
more iInformation on our Business Conduct, please see pages 46 to 47.

As of january 2021, Mite had recerved mproved ESG ratings from three
of the leading ESG rating orgarusations: CDP of Leadership A~ MSCl of
AA; and Sustainalytics of 9.8 Negligible Risk, pesrtioning Mrtie as a global
leader in ESG matters and the highest ranked faciities managerment
company globally.

We have the largest electric fleet vehide in Britain, have signed up to
Business Ambition for 1.5°C. the Race to Zero, REIOQ/EVIC0/EPI00,
and we are committed to science-based targets to decarbonise our
supply chain by 2035

Phil Bentley
Chief Executive Officer
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Piliars

Environment

2025 Target: Net Zero Carbon Emissions by eliminating
carbon emissions, eradicating non-sustainable waste
and enhancing efficient buildings.

People

2025 Target: 40% female and 20% BAME in Senior
Leadership Team roles and 5% of employees through
an apprenticeship scheme

Community

2025 Target: 16,000 volunteer paid hours, 2.34%

of employees from an Armed Forces background

{0.5% above average of UK population) and 10,000 hours
of training delivered on improving heaith and wellbeing.

Responsible supply chain

2025 Target: 33% spend with Small and Medium-sized
Enterprises (SMEs), £2.25m spend with Voluntary,
Charitable, and Social Enterprises {VCSEs), 40% spend
under Supplier Management Framework (SMF)
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Commitments, targets and performance FY2I achievement

Carbon emissions (2025 Target — Net Zerc Carbon Emissions) ¢ 232% increase in electric vehides (from 325 at end of FY20

Frl 19,205 7 8 6 7 to 1,08C at end of FY21)

FY20 27072 Iy tCOqe * 184 tonnes of waste diverted from fandfill

e g9y Mpwvement from * ‘Bin the bag initiative launched to remove single use plastic bin
prévious year liners by 40,000 per annum

* 49 building surveys conducted to develop a phased approach to
the decarbonisation of heating systems

@ Link to page 33 Q
]
3
g
Females in Senior Leadership Team (2025 Target — 40%) * Employee engagement increased to 55% 2
EY2 20% = 3ppts increase in females and 5ppts of BAME in Senior
FY20 18% 3 ppts Leadership Tearn roles
‘ improvement from + Mitie named in the top ten in the Inclusive Top 50 UK Employer’s
Mot measured prior to FY20 previous year list for three consecutive years,
* New Diversity and Inclusion strategy launched, involving self-
assessment activities invoking thinking and conversation.
BAME on Senior Leadership Team (2025 Target - 20%) * 1,269 employees through an apprenticeship scheme, which
EY2l 8% 5 represents a 122% increase from the previous year.
FY20 3% PpLs .
improvemer from @ Link to page 38
Not measured prior to FY20 previous year o
B
o,
=N
g
Volunteer hours (2025 Target - 16,000) + Mite's volunteers gave over 8,000 hours to charities in need =
FY2l 8064 with over £53,000 raised for some amazing charities. g
FY20 3032 l 6 6% = An initiative to recrurt from an Armed Forces community has 2
T improvement from led to an increase in recrutment. with 2.9% of employees at “
Not measured prior to FY20 previous year testing centres from an Armed Forces background

* Over 2000 hours proactive training for employees around
Heaith and Wellbeing

Employee training hours arocund Health & Wellbeing
(2025 Target - 10,000) @ Link o page 41

Fr2l 2,338 2’ 3 3 8

Actual performance in

Not measured previously FY21 first measurement

Small and Medium Enterprises (SMEs} (2025 Target - 33%) * Engaging with potential providers to continuously grow our

FY2l 19% | VCSE suppher list

Fr20 289, ppt * Dramatically exceeding our VCSE spend milestone by nearly

Yl 27% improvement from 50%, at £447502 ‘ . .

FY 8 Not measured previous year * Surpassing our SME spend target with 30%, with this figure
significantly increasing to 45% under Government and public
sector contracts

Supplier Management Framework (SMF) * A 0ppts increase in the proportion of spend under SMF

(2025 Target — 40%) * Scope 3 - Make sure our suppliers are doing the right thing

Fra 30%

Fr20 20% I Oppts @ Link to page 41

impravemnent from
SMF did nct exist previously previcus year
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Non-financial information statement

Non-financial
information statement

We continually look for ways to make Mite a responsible business and we actively engage with stakeholders to improve the Group’s impact. In FY 21,
Mitte met or exceeded all 13 of its sodial value targets within its socal value framework and extended Plan Zero beyond its ambitious, industry-leading
pledge to reach net zero carbon emissions by 2025 to include its Scope 3 emissions becoming net zero by 2035.

Mitie's leadership position across ah aspects of ESG has been shown by the significant improverment in ratings from major ESG rating agencies including
CDP. M5Cland Sustainalytics during FY21.

Mitie's emissions have reduced by 25% versus prior year and 35% over the last two years, as a result of its Plan Zero decarbonisation approach, energy
optimisation across its sites and continued switch to electric vehicles. Progress across the |3 social value targets s published monthly in the Socal Value &
Responsible Business Dashboard available on www.mitie.com/esg and Mitie's employee engagement has increased significantly from 33% to 55% in 3 years.

We use a variety of tools 1o track and measure our performance against strategic objectives. Our business model encompasses the non-financial value
created for our stakeholders from our resources, human capital, expertise and relationships. Through our business model, we deliver value for cur
employees, suppliers, communities, shareholders and customers.

9B Reporting requirement

10B Relevant policies'

11B Annual Report page reference

Environmental matters

Sustainability policy
Pracurement policy

Stakeholder engagement pages 48 10 53
Plan Zero / Environment pages 34 to 35
Operating responsibly pages 46 to 47

Employees

Social matters

Human rights

Employse Handbook

Pesple policy

Equality diversity and inclusion policy
Heafth and safety policy

Ethical business practice policy
Sustainability policy

Quality policy

Chief Executive's strategic review pages 19 to 21
Stakeholder engagement pages 48 to 53

Qur people pages 38 to 40

Operating responsibly pages 46 to 47

Sustainability policy

Chief Executive’s strategic review pages 19 1o 21
Operating responsibly pages 46 to 4/
Stakeholder engagement pages 48 to 53

Ernplayee Handbook
Ethical business practice policy

Operating responsibly pages 4610 4/

Anti-bribery and anti-corruption

Employee Handbook

Ethical business practice policy

E-fearning module available for employees through
the process repository {BMS) and Learring Hub

Operating responsibly pages 46 to 47
OGur people pages 38 1 40
Stakeholder engagement pages 45 to 53

Suppliers

Business model

Procurement Policy
Supplier Social Value Policy

Non-financial KPls

Business model pages 810 9

KPls pages 14 to 17

Principal risks

Principal risks and uncertainties pages 54 to 65
Viability statement page 66

Audit Committee report pages M to 98

The Board pages 68 to 98

Policies, statements and codes are available at wiww mitse com
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Spotlight

Spotlight on Plan Zero

Do, Lead, Deliver

Working with our customers to support their

sustainability targets

InFY2| over 500 carbon and waste management experts within
Mitie have achieved the following for our customers:

* Delivered 14 Plan Zero Pathways addressing over 375,000 tonnes

of carbon
= Saved our customers a further £15m through optimisation

Pracured LITWh of supply contracts, 96.78% of which we
REGO backed for power

+ Delivered 2,835 energy surveys
*+ Managed 68,000 meters across all energy services

To date, we have saved our customers over 353,000 tonnes of carbon

and installed over 850 EV charge points for our clients.

One great example of Mitie delivering for chents is with Vodafone, and

our Zero Carbon for Zero Cost service. This involved Carbon

Compliance and Certification, Smart Energy Procurement, Reducing
Carben and Energy, and Remote Connectivity. In just three years we

have saved [00GWh, £10m in cost avoidance, and 24,842tCCxe.
Alongside these amazing results, cost neutral was achieved within

three months of this project going live, showing the unlimited benefits

of going green.

Mitie Waste has successfully achieved a 30% recycling and recovery rate
with our clients, by aligning to the waste hierarchy they have ensured that
disposal 1s the last option explored. They have alse been developing the
reusable bags seen below, for activities such as litter picking, offered
through our City Landscaping service. This re-usable range includes

a PP satchel, PP bulk bags, and rack sacks, and disposes of the waste

through either a Material Recovery Facility, anaerobic digestion, or
Energy from Waste, ensuring zero sent to landfill,

Further examples

Mitie's Integrated FM mode! provides multiple services for a UK counall,
many of these from Mitie Energy. After conducting energy audits, many
initiatives were implemented, incuding major LED lighting upgrade works
carried out at |3 sites, leading to a saving of over 375,000 ¥Wh or 200
tonnes of carbon annually; arnd three solar panel instillations carried out
at various locations, producing green energy at the host sites. These
develop 171.000kwh of energy and save 48 tonnes of carbon annually.

Mitie Landscapes has also successfully delivered for its clients, mproving
the local environment for bath wildlife, and the community, This year has
been packed with innovative solutions, including the first electric gritter,
Gritter Thunberg, launched in Neottingham in February 2021, providing
the first zerc-emissions gritting service, Mitie's City Landscaping service
has also been developed, designed to reduce emissions i high-pollution
areas. This service is sustainable and carbon-free, from using electric
vehicles and battery-powered equipment; 1o ensuring zero plastic waste
and eliminating both pesticides and chemicals,

Mitie's work with the Cumbrian Collaboration {fwhich includes Sellafieid,
Nuclear Decommissioning Autharity, DRS and INS) incorporates its
electric vehicle (EV) transition service, improving buildings efficiency, and
maving towards renewable energy sources. This has produced significant
results, ncluding currently being at the final stages of design and build for
solar energy generation, which will generate 800kWH and has a social
enterprise attached. Air Source Heat Pumps have also been installed,
removing a previous gas heating systerm and allowing for zero Scope

I emissions, with the addition of calorifiers to the Air Source Heat
Pumps at one location, which will increase their efficiency by 75%
coupled with reduced operating and maintenance costs. Mitie 1s also in
the process of supporting Sellafield's EV charging network infrastructure,
and advising on EV selection options.

Mitie Waste's work with Lioyds has produced some impressive results,
Mitie Waste facilitated the provision of over 150,000 Keep cups and
water bottles, to the banking group’s staff, with the aim of reducing
single-use plastics. and the associated waste volurnes produced from
vending machines, water fountains and catering outlets. This alone
reduced the amount of single use items being procured and disposed of
by over 35 million annually. YWaste audits were also carried out, changing
Lloyd's supply chain packaging from plastic straps of paper and busmess
cards, to now being delivered in cardboard boxes, reducing over 30,000
plastic boxes annually. Over 1,200 items of furniture were reused or
relocated In Just one year, saving disposal costs, purchase of new items,
and further carbon emissions.

Mitie Waste also helped facilitate the reuse of 210 surplus chairs from
NPower to anather orgamisation, Although a seemingly small amourt,
this transaction alone saved over |5 tonnes of carbon, along with disposal
costs. and new furniture purchasing costs.
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Environment and Social Value

Environment

Ambition: Net Zero Carbon Emissions by
eliminating carbon emissions, eradicating
non-sustainable waste and enhancing
efficient buildings by 2025.

-7 867 T CO,e

(YooY Carbon Emissions saving versus FY20)
Reduced by 29% to 19,205

In February 2020, Mitie launched Plan Zero, the Group's commitment
to reach net zero carbon by 2025, some 25 years earher than the UK
Government’s target. To ensure this s achieved, the inttiative is focused
around three key target areas cormmunicated to colleagues and
customers through webinars focusing on how to rmake a green return
ta the workplace, and how acting now can deliver immediate cost and
carbon savings.

Eliminate carbon emissions from power and transport
Site surveys have been conducted at |5 Mitie sites with desktop surveys
completed on a further 45 Mitie srtes, as part of a three-phase approach
to decarbonise the Group’s heating systems. These surveys identified
many carbon-saving opportunities, which have been irplernented,
ncluding optimising buiiding management systerns and installing LED
lighting. These changes will reduce the Group's emissions by an estrmated
3001COqze per annum.

Mitie has the largest fully electric vehide (EV) fleet in the UK, with [080
pure EVs at the 31 March 202!, and has installed over 850 charge pomts
at both residential and commercial locations. Mitie has partnered with
™Mina, to enable direct payment for EV charging at home, further
supporting the Group's EV transition.

The Group's EV fleet is growing exponentially, with Mitie constantly
analysing the market for medels to suit its varied fleet requirements.
The inmtial focus was on cars and small vans, but with manufacturers

now responding to the demand for fully electric commercial vehicles,
Mitie has over $60 Vivaro-e's vans on order Included in Mitie's EV fleet
is Gritter Thunberg, launched in Nottingham in February 2021, providing
the first cornmercial zero-emissions gritting service. By remaoving diesel
vehicles from fts fleet, Mitie saves an average of 5 tonnes of CO; per
vehicle per annum, so the Group impact is vast.

Eradicate non-sustainable waste

Through analysing Mitie's inbound waste streams, and contacting
suppliers to discuss alternative waste disposal. more than 184 tonnes

of waste, from [ offices, have been successfully diverted from landfill
including over 130 tonnes 1o recyding and 50 tonnes to ‘Energy from
waste in FY21. This led to a reduction in the Group’s waste sent 10
landfill in FY21 to 12 tonnes. over 90% below the baseline of 376 tonnes.

Mitie's drive 1o reduce its impact on the environment sparked the
development of its ‘Bin The Bag' initiative, which will be trialled at 15 sites
in FY22. Thus reduces single-use plastic iners by 40,000 per annum,
removing a total of 600kg of plastic waste, and saving £6 000 per annum.
This re-usable range includes a PP satchel, PP bulk bags, and rack sacks,
and disposes of the waste through erther a material recovery faclity,
anaerobic digestion, or Energy from Waste, ensuring zero sent to landfill.

Eliminate carbon emissions
from power and transport

Convert the Group's fleet 1o zero
emissions and power the Group’s EV
charge points with green energy

Decarbonise the Group's heating systems
and use 100% renewable energy for
Group sites via a subsidy-free Power
Purchase Agreement

Increase the Group's use of technolagy
to reduce work travel to a minimum.
Where travel 15 necessary, Mitte will
choose low carbon methods
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Eradicate
non-sustainable waste

Elirminate single-use materials by
embracing the circular economy,
such as through a closed-toop paper
recycling system

Reduce the Group's use of natural
resources, with only tems which fit
the Group's crcular economy approach
allowed on site

Use natural. non-texic, and biodegradable
cleaning products, and champion the se
of new innovations wherever possible,
such as microfibre and surface coatings
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Enhance inefficient buildings
to meet the highest
environmental standards

Abways choose new offices with at least an
‘Excellent” BREEAM rating and only re-sign
lcases on offices with an A EPC rating

Enhance energy optirisation and use
the Group's smart bulding technology
to achieve maximum energy efficiency
at all Group sites

Improve biodiversity at all Group sites
using initatives that help ecosystems
flourish, such as choosing plants which
attract widlife or establishing bug hotels
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Enhance inefficient buildings to meet the highest environmental standards
A Carbon Conscious Building Selection Guide has been developed to ensure that any new properties that Mitie leases meet the high building efficency
and low-carbon guidelines laid out in Plan Zero.

To support the Group's energy optimisation approach, 2 comfort policy has been created, ensuring that the envirenments within the Group's buildings,
including temperature and hurnidity, are at an optimum level for bath occupants' comfort and preductivity, and also environmentally.

Three sites have been identified for the installation of bird boxes and bug hotels, with the work completed at two sites,

Greenhouse gas emissions
The planet is facing a climate emergency. in February 2020, Mitie launched Plan Zero, its commitment to reach net zero operational carbon emissions by
2025, 25 years ahead of the UK Gavernment's target. Mitie has now expanded its Plan Zero commitment to include its supply chain.
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This commitment has also been expanded by signing up to a science-based target initiative (SBT1) to incorporate Scope 3 non-operational carbon
emissions, for which the targets are an 80% reduction by 2030, followed by net zero by 2035.

Absolute Emissions

Change from % Change from

Emissions FY2l FY20 srar year prior year
Total Scope | (KCOe)* 18,719 26441 (7722 (29%)
Emissions from fuel combustion across our fleet 18,557 26,162 (7,605) (29%)
Emissions from gas combustion in our occupied buildings 162 279 (17 (42%)
Total Scope 2 (tCOqe) 486 631 {145) (23%) n)
Emissions from the purchase of electricity across eccupied buildings {Location Based) 464 613 {149 (24%) =
o
Emissions from electricity consumption across our EV fleet 22 18 4 22% 2
3
Total Scope | & 2 {Location Based) 19,205 27072 (7.867) {(29%) 4
Total Scope | & 2 (Market Based) 18,741 26459 7718 (29%)
Mitie has now expanded its Plan Zero commitment to include its supply chain. Mitre has signed up to a Science-based target initiative {SBT1) to achieve an
80% reduction in Group Scope 3 emissions by 2030, followed by achieving net-zero Scope 3 emissions by 2035. Therefore by 2035, Mitie will have
reached net-zero across ali three Scopes. Achieving as close to real zero is the goal, however, as there will be some unavoidable emissions, nature-based
solutions will be used to offset these. Through this SBTi target, Mitie has also aligned to the "'Business Ambiticn for 1.5°C” campaign, committing to
targets and plans that contribute to the global temperature increase not exceeding 1.5°C, a critical boundary. Mitie is also supporting Race to Zero, a
campaign supporting a resilient, health, zero carbon recovery that prevents future threats, creates decent jobs, and unlocks inclusive, sustainable growth.
Change from % Change from -
Intensity - Emissicns Ratio FY2l FY20 pricr year prior year 5
a
tCChelfrm Revenue (Scope |&2) 8.98 1245 (347) (28%) A
a
* Reported data covers company emissions and energy consumption that occurs wathin the UK for Mitie excluding Interserve, Interserve data will be ncluded from FY22 onwards §
* Refrigerant data has been excluded due to challenges abtaining accurate data on landlord managed sites, this 1s considered immaterial. ®
* Total greenhouse gas (GHG) emissions are reported using the financial control approach (31,
* Mitie's methodology 2higns with Defra's Environmental reporting gundelines and uses the government's greenhouse gas reporting conversion factors to quantify emissions. a.
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Environment and Social Value continued

Taskforce on Climate-Related
Financial Disclosures (TCFD)

Governance

Describe the Board's oversight of climate-related
risks and opportunities.

Mrtie's Social Value & Respensible Business (SVRB) Committee
meets bi-manthly, and is chaired by mdependert Non-Executive
Director, Baroness Couttie. Baroness Couttie then provides
updates to the Baard, at each Board meeting, The Board has
reviewed cimate-related risks and opportunities, as part of

its principal risks and business strategy considerations.

Describe management’s role in assessing and
managing climate-related risks and opportunities.

A significant proportion of the SVRB Comrmittee are within
management, as this is an action-oriented group. Mitie’s Plan Zero
steering group (P75G) meets quarterly and feeds up to the SVRB,
with the Plan Zero working group (FZWG) meeting monthly and
reporting ta the PZSG. The PZSG's task is to oversee and
approve actions to mitigate risks and realise opportunities and
measure the results.

Mitie's Climate Change risk assessment document is mantained by
Jason Raberts, Head of Sustainability, and is approved 6 maonthly
by the SYRB Committee and the PZSG. The document is shared
by the Financial Leadership Team and Financial Directors to all
business areas to review any business or operation-specific risks and
opportunities, which are then updated nto the central document.
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Strategy

Describe the climate-refated risks and opportunities
the organisation has identified over the short,
medium, and long term.

Some of the climate-related risks Mitie has identified include the
increased costs associated with a pre diese! fleet.

Some of the climate-related cpportunities identified include the
delvery of sustainable services from across the business; switching
from fossil fuels to low-carbon alternatives far fleet operations,
eg. EVs, trialling these solutions and leading industry behaviourai
shift. In the 0-5 year horizon Mitie's Plan Zero focus is on net zero
operational emissions by 2025 with Scope 3 to net zero by 2035
inthe 10-15 year horizon.

Describe the impact of climate-related risks and
opportunities on the organisation’s business, strategy,
and financial planning.

Continuing with a diesel fleet would have significant cost
implications, As its fleet s a significant cost to Mitie, the increased
costs that are projected, including diesel prices and tariffs, could
have & material impact on its business

The impact of the apportunity to deliver sustainable services
enables Mitie to expand its service offering and client base,
maximising the positive impact of its work and leading the
industry with innovative solutions.

The impact of switching from fossi fuels to low-carbon
alternatives for fleet operations are an initial higher cost than
standard dresel replacement vehicles, followed by long term fuel
savings, tax relef and additional work based on a more
responsitle image.

Describe the resilience of the organisation’s strategy,
taking into consideration different climate-refated
scenarios, including a 2°C or lower scenario.

The opportunities identified within Mitie outweigh the risks, due
to 1ts industry leading strategy, including its Net Zero approach
which comprises EV fleet transition, decarbonising its estate, and
delivering these services clients. Therefare, Mitie 15 considered
resilient to climate-related scenarios including 2°C.
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The TCFD was established by the Financial Stability Board as a means of co-ordinating improved
disdosures by companies in relation to the impact of cimate change. TCFD published a series

of recommendations on the disdosures which organisations should include in their reports,
Mitie is covering the |1 areas below, and Mitie's Group Climate Change Risks and Opportunities
document has been completed with all Business Units knowledge and input, to produce a
thorough document.

Risk management

Describe the organisation’s processes for identifying
and assessing climate-refated risks.

To entify and assess climate-related rnisk and opportunrties each
part of the business and its operations is consideread, with risks
categonsed into transitional and physical. These risks and
opportunities are then rated on likelihood, and financial and

Metrics and targets

Disclose the metrics used by the organisation to
assess climate-related risks and opportunities in line
with its strategy and risk management process.

Having reviewed the nature of Mitie's business, its most important
metrics are:
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reputational severity. These numbers are mutiplied together to * Percentggg of fleet that is zero carbon Q

produce the financial and reputational impact which forms the + CO;z emissions (tonnes) é

basis of Mitie's Climate Change risk assessment docurnent. * Waste sent to landfill {tonnes) 3
5

Describe the organisation’s processes for managing The fOHOWIng targets have been set in these areas, to be achieved 2

climate-related risks. by FY15:

If the financial and reputational impact figure 1s smaller than 12, - .

then the risk andfor opportunity is managed through the PZSG, 85% of fleet that is zero carbon

who evaluate the action needed, and the PZWG, who then take 4,400 tonnes COy emissions

that action to manage the risk and/or opportunity. Where risk is f

higher than this it feeds into Mitie's Group risk approach as 0 tonnes of waste sent to landfil

described below. For full milestone targets please see the Sccial Value Targets

Describe how processes for identifying, assessing, and section of wwwimitie.com/esg

managing. cli‘mate-relal.:ed risks are integrated into the Disclose Scope |, Scope 2, and if appropriate, Scope 3 -

organisation’s overall risk management. greenhouse gas (GHG) emissions, and the related risks. F]

Mitie has identified the significance of climate change and as The following Scope 3 emissions that relate to operational 2

shown within the Prmapg\ R\sks and Uncgrtglntleg disclosure, emssions are disclosed: &

climate change has been identified as a Principal Risk by the Board, 8

This principal risk is underpinned by a series of linked princpal v Waste =3

risks, which in the man are located within the Clirnate Change * Water 3

risk assessment document, unless rated as 12 or above, Where « Business travel %

this occurs the risk then feeds up into the Group risk register,
overseen by the Mitie Risk Management Tearm (MRT).

Throughout the year, the MRT are responsible for overseeing an
ongoing review of both the internal and external environment as
part of the principal risk management review; this includes any
trends that emerge such as changes to the either the internal or
external landscape reiating to climate change which impact the
Group. Twice yearly, there is a formal review of principal risks

by the Board, and such changes are fed up for consideration.

+ Landlord leased energy

The extra nformation from the remaining Scope 3 emissions wall
be captured in the coming year, and will be included in the Arnual
Report and Accounts for FY22.

Describe the targets used by the organisation to
manage climate-related risks and opportunities and
performance against targets.

Mitie is committed to achieving net-zerc operational emissions
by 20125, with the following milestone targets:

FY21 = 25000 tonnes
FY22 = 21,750 tonnes
FY23 = 17500 tonnes
FY24 = |1,500 tonnes
FY25 = 4400 tonnes

This has been expanded to achieving an 80% reduction in Scope 3
emissions by 2030, with a target of net-zero by 2035,

Mitie's emissions are internzlly verified by the Mitie Sustainability
Team, and are currently in the process of achieving third-party
verification.
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Environment and Social Value continued

People

Ambition: 40% females and 20% BAME on
Senior Leadership team and 5% employees
through an apprenticeship scheme.

Mitie is the largest facilties management emplover in the UK, with
75000 colleagues, including 65,000 frontline heroes, acrass 167 different
nationabties. The Group's rich culture allows it to deliver exceptional
services 1o a diverse range of customers and communities, Mitie's
priority is its pecple. and that is recognised — the Group would be
nathing without their efforts.

FY21 has been one of the most important years in Mitie’s history., as the
Group acquired Interserve on 30 November 2020, welcoming 27,500
new colleagues to Mitie, and played a leading role in the UK's response
to the COVID-19 pandemic.

During FY21. there has been a shift in the perception of faclities
managerment services and the critical roles of Mitie’s peaple. Colleagues
have been at the forefront of the response 1o the pandemic, working to
keep the country running, and custorner workplaces clean, safe and
looked after.

Mitie’s role as an employer during this time has been 10 help colleagues

navigate the challenging circumstances encountered during the pandemic,

by empowering therm to adapt through training and new oppartunities,
recognising and rewarding their efforts through the Group's recognition
schemes, providing new benefits (such as life assurance and an on-line
Virtual GP service for all colleagues), and locking after their health and
wellbeing Mitie 1s committed 1o acting as the voice of the frontline,
championing employees and Jeading the way as standard bearer of the
facilities management industry.

Employee engagement

Each year, Mitie runs an employee engagemerit survey, Upload, to find
out what colleagues really think about working at Mitie. Mitie then uses
this feedback to make targeted iImproverments as part of its "You Said,
We Did' campaign, to make Mitie an even better place to work.

in April 2021 Upload was run for the fourth time. with 40% of the
Group people taking part in the survey. Mitie's employee engagement
an increase of Yppts.

The below engagernent figures for FY2! are from the Group combined
organisation, including respenses from the Group and former Interserve
colleagues who joined Mitie in December 2020

Fy2l 55%
FY20 46%
Y19 45%
Fyis 33%

Employee listening

While Upleoad s Mitie's benchmark for employee engagement, Mitie
actively listens to its employees using a number of different channels,
These include the 'Grilf Phil' dedicated email nbox, which provides a
direct hne to Phil Bentley. Mitie's Chief Executive Officer. as well as
‘Back to the Floor” employee listening sessions hosted by Non-Executive
Director. Jennifer Duvaher. who 15 responsible for representing the
employee voice at Board discussions.
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[n response to the unique set of crcumstances faced in FY21, Mitie also
implemented several bespoke activities, including pulse surveys, focus
groups and |-2-1 listening sessions, which pravided valuable insights to
help it better support its people.

Gender breakdown

At 31 March 2021 Male Female Total %male % female
Beard 4 4 8 50% 50%
Senior leadership

team' &9 18 87 79% 21%
Employees 44812 30367 75179 60% 40%

I Senior leadership team comprises mermbers of the Mitie Management Executive
(MGX] and the Mitie | eaderstup Team (MLT)

Real living wage

Mrtie works with the Living \Wage Foundation to promote the Real Living
Wage, Mitie believes in paying a decent wage to all its colleagues, who
carry out vital work for many organisations, and is committed to paying
all its Group head office colleagues the Real Living Wage whilst alsa
campaigning for 1ts widespread uptake within client contracts.

Mitie always incorporates Real Living Wage costing in bids submitted to
prospective and current clients. This means dients have the option to
choose the Real Living Wage at the point of tender and ensure that
employees working o that contract are patd a fair wage for the work
they de.

Qur diversity makes us stronger

In FY2I Mitie hosted two Equality at Miue Summits led by Chief
Executive Officer, Phil Bentley. During these Group-wide calls, colleagues
provided feedback about how Mitie could become a more inclusive place
to work.

The feedback provided during these sessions led to the launch of Mitie's
Diversity & lnclusion strategy in September 2020, Mrtie committed to
nurturing and developing by 2030 a workforce, from the frontlne to the
Boardroom, that is representative of the communities and customers
served, Te achieve this, the Group is making Improvements to the way
Mitie hires, develops, listens 10 and rewards its colleagues.

Mitie has six established employee networks which focus on: women

in the workplace; race and ethnicity; disabllity; sexuality; age diversity;

and ex-military personnel. During FY21, Mitie identified the need for a
parent and carers network, due to the additional pressures on them
during the COVID- |9 pandemic. The employee networks are available
for any calleagues to join and influence paositive change across the Group.
In £Y21 the number of colleagues registered in empioyee networks grew
by 500%.

Highhghts from FY2I include:

Onboarding BAME Recruitment Limted, a specialist recrutment
partner focused on increasing the diversity pacl of candidates.
Sigrung up 1o the Race at Work charter.

Becoming a Disability Approved employer.

Launching Mitie's 'Count Me In programme, a bespoke Diversity &
Inclusien learning programme, which replaced tradibonal unconscious
bias traiming,
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Gender pay gap

As at 4 Aprl 2020, the median gender pay gap for Mitie was 7.7% (versus
4.6% at 4 Apnl 2319) which compares favourably with the UK national
median gender pay gap of 15.5%. Mitie’'s mean gender pay gap

has decreased to 6.4% (versus 104% at 4 April 2019).

Whilst this is an improvement, Mitie 15 not complacent and s committed
to continuing its efforts to further reduce the gender pay gap by focusing
on programmes that can really make a difference. During FY21, efforts
have centred around four areas. These continue te form part

of a long-term, sustainable approach focused on impraving the
representation of females, and all under-represented groups, across

all organisational levels:,

I. Leadership: Enabling more females into leadership positions through
targeted development interventions for female talent.

2. Resourcing: Ensuring the Group rescurcing is fully inclusive and
Mitie is hiring from a diverse talent pool.

3. Career Development: Taking action that supports the career
progression of under-represented groups.

4, Reward & Recognition: Creating a powerful and engaging reward
& recognition propoesition that rewards the right behaviour and
celebrates inclusion.

Attracting and retaining the best talent

Leadership development programmes

During FY2| Mitie introduced targeted development programmes
for the Group's leaders, Mitie adopted an appreach that allowed the
Group's leaders to tailor their development journey to their specific
learning requirements,

The Group's leaders first had to assess themselves against a competency
framework 1o establish their strengths and how they could optimise
these as well as areas for further development or improvement.

They were then supported te build a bespoke personal development
plan. adopting an 80:20 approach to personal objective setting and
encouraging reflective practice.

Mitie provided these leaders with dedicated learning portals that enabled
them to access learning rescurces and developmenit suggestions,
categonised into things they could do — learning in the flow of wark,
things they could watch and things they could read. This included access
to handpicked internal learning materials and access to industry leading
external resources.

At the end of the year they were given access to a 360-review tool,
which allowed them to review their progress and reset their
development focus for the next year.

Career pathways

in FY22 Mitte will be working on establishing clear career pathways to
help its people understand how they can progress in their careers by
recagnising key competencies and identifying transferable skalis.

Mitie believes that by understanding their strengths its people will

be able to progress in roles that play to their strengths. This will enable
Mitie to build a stronger workforce which is more career mobile,
multi-skilled, with a greater breadth of knowledge about the Group's
business and industry.

Apprenticeships

Mitie provides a huge variety of apprenticeships and at 31 March 202|
had [,172 employees working through an apprenticeship scheme across
the Group's portfolio of contracts.

Mitie takes pride in partnering with a network of high-guality
apprenticeship providers to deliver training to the right people in the
right way, supporting social mobility and enabling skills development to
support participants’ careers and progression.

Mitie paid £2m into the Apprenticeship Levy scheme in FY21 and gifted
£150,000 to organisations which need support to take on apprentices.
Mitie 15 locking to expand 1ts levy gifting strategy further in FY22.

Supporting employees
during COVID-19

The Group’s main aim during the COVID-1% pandemic
was to ensure all colleagues felt well informed,
supported and recognised for their efforts.

In April 2020, Mitie opened its own PPE warehouse in response
to the COVID-19 criss. From this warehouse, Mitie distributed
face masks, coveralls, over-shoes, wipes, disposable gloves and
more. In total, Mitie sent more than .1 million tems of PPE to
keep front-line colleagues safe during the pandemic.

In addition, as part of the Group's efforts to keep all its colleagues
safe, Mitie sent four reusable face masks to their home address.
whether they were on the frontline or working from home.

In conjunction with the UK Government, Mitie offered
asymptomatic testing for colleagues in high contact roles,
such as security guards and cleaning operatives, to help limit
the spread of the virus.

To keep colleagues informed, Mitie issued regular communications
to line managers, incuding briefing documents to keep their teams
up to date on the latest news. Mitie also launched an external
website 10 give colleagues access to important information and
useful resources, and hosted regular virtual town hall meetings
with the Chief Executive Officer and other serior leaders.

Supporting the fight against COVID-I9

Mitie has been supporting the country directly in its COVID-I9
response since the beginning of the pandermic, through the
operation of community and mobile testing centres, and the
provision of essential services for hespitals, including the
Nightingale hosprtals n London and Manchester, and the Ysbyty
Calon y Ddraig or Dragon's Heart Hospital in Cardiff. Mitie now
operates over 150 testing sites for public and private sector
clierts, and its colleagues have continued to provide key services
at critical sites, such as ports and airperts, across the country.

The Armed Forces community has played a critical role in
the running of the COVID-19 testing centres, with [02 of
Mitie’s colleagues working at testing sites coming from
Armed Forces backgrounds.

Apprenticeship Strategy Pillars

Skilling
We will focus on attracting and onboarding young external
talent, such as; school leavers and first jobbers, etc. on
apprenticeship programmes, work placements and kick start
inftiatives to develop a pipeline of core skills to support the
long-term growth of cur business and address the challenge
of an aging population.

Up-skilling

We will continue to offer apprenticeship programmes 1o our
people internally, aflowing us to grow our own talent, offer
ongoing development with recognised qualifications and
demonstrate career progression opportunity.

Re-skilling

We will support UK economic recovery by creating
opportunities for people in the external job market ta
re-train, gaining new skills and qualifications n professions
fundamental to our business in the short to medium term.
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Environment and Social Value continued

People continued

Health & Wellbeing

Mitie is passionate about employes health and happiness at work. Safety
s the Group's number one priority, and the goal is simple. .. zero harm
— 1o our people, our customers, and 1o rembers of the public passing
through the facilities Mitie takes care of. LiveSafe, the Group's CHSE
culture change programme gives the Group people ten rules to live by.
The rules are mandatory and are supported by training delivered
through Mitie’s Learning Hub.

Regular LiveSafe ‘alerts’ are shared via the QHSE adwvisor network

and Mitie has recently launched the LiveSafe challenge through which
managers are challenged to reduce the incident rate each month in the
particular area that led to the most incidents in the same month of the
preceding year.

Mrtie has continued to promote its wellbeing services, such as the Virtual
GP, Employee Assistance Programme and Occupational Health services,
regularly through the Group's internal cornmunication channels, including
messages from the Group Pecple Cirector with the sentiment that ‘tt's
ok not to be ok’ Mitie has made Mental Health First Aid training
availlable, with 40 colleagues completing over 2,000 hours of training in
FY 21, Mitie has also put in place a robust plan of wellbeing campaign
activity which has focused on a particular topic each menth including
stress, physical heatth, mental heafth and bereavemenit.

Celebrating The Exceptional, Every Day
Recognition

Recognising colleagues for & job well done is key to the Group's success.
In the last 12 months:

» Cver 14,500 Mitie Star nominations.

5000 COVID Star nominations — a new award to recognise colleagues
who have gone the extra mile during the pandemic.

* More than £95,000 awarded in cash prizes.

Reward
In FY21, Mitie mtroduced several new benefits and initiatives to support
the health, financial and mental wellbeing of its colleagues.

« AVirtual GP Service, to ensure our colieagues could continue to
access medical services without having to leave their home.

* Life Assurance for all. to give our colleagues and therr loved ones

peace of mind and financial stability should the worst happen.

An extra day of holiday to all frontline nen-management employees as

a thank you for their exceptional service during the COVID-19

pandemic and to enable them to rest and recuperate.

Salary Advance, which enhanced the Group's excsting fimancial

wellbeing package of financial education and debt consolidation loans.

*

To ensure all colleagues were aware of the benefits and support avallable
to them during the pandemic, Mitie produced a dedicated berefits guide,
which it publicised throughout FY2I.
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Communities

Mitie is an active part of the communities in
which it operates, helping to deliver social value
commitments not onty for Mitie, but for our
customers. Mitie is commmitted to supporting
charities and voluntary organisations, as well as
Armed Forces veterans and their dependents.

Armed Forces

Mitie achieved the Gold Award standard in the Defence Empleyer
Recognition Scheme and has been a proud signatory of the Armed
Forces Covenant since 2017. To continue the Group's commitment to
this community, in FY21 Mitie introduced 10 days’ paid leave for
Reservists, building on the previous five days' unpaid leave policy.

The Mitie Foundation

The Mitie Foundation exists to break down perceived barriers to
employment for disadvantaged groups within the communities in
which Mitie operates. In doing so. Mitie attracts the very best potential,
enriching the diversity of its workforce as well as that of its clients,

In FY21, The Mitie Foundation relaunched its strategy and purpose and
changed from face-to-face delivery to virtual. Supporting candidates
through the Group's referral partners and in partnership with Mitie
clients, 92 Mitie volunteers delivered nine virtual Employability
Workshops, with over 100 candidates benefiting from the sessions.

To support Mitie's wider Social Value and Diversity & Inclusion agendas,
The Mitie Foundation's Ready2Work candidates have been encouraged
to apply for Mitie opportunities, with over 145 gaining employment
within the Business Services division.

Giving back
In FY21, Mitie introduced a paid volunteering day for all
non-frentline staff.

= 8,064 volunteer paid hours, of which over 5,700 hours were
completed by the Care & Custody team

= Qver £43,000 raised for great causes across the business, of which
almost £24,000 was raised by the Technical Services team who
walked, ran, and cycled over 12,000 miles to raise money for a few
charties, including Barnados and The Salvation Army.

In FY21 colleagues have continued to go the extra mile to support the
communities Mitie serves through numerous 'Giving Back initiatives.

Responsible
supply chain

Mitie shares expectations with suppliers
through its ‘Social Value for Suppliers Policy.
New suppliers must commit to this policy,
alongside other contractual and legislative
requirements. All internal policies were
updated in fanuary 2021, and added to the
company-wide Integrated Management System
(IMS), an online platform making all relevant
documents easier to access and locate.

Voluntary Community and Social Enterprises (VCSE)
The Group milestone of spending £300,000 with VCSEs in Y21 has
been surpassed by nearly 50% with a fantastic £447,502. This has been
achieved by Mitie signing up to Social Enterprise UK's (SEUK) 'Buy Social
Corporate Challenge’, allowing supplier details to be verified within the
Group database and flagged when appropriate. Several sutable VCSE
suppliers have also been added to Mitie's e-tendering tool, enabling the
Procurement team to constantly review and engage with VCSEs and
select them for inclusion in relevant tenders. Mitie attends quarterly
meetings arranged by SEUK to discuss initiatives and meet potential new
VICSE supphers.

Small Medium Enterprises (SME)

High levels of interaction wrth SME suppliers have been maintained
throughout the COVID-19 pandemic, with 30% of suppher spend with
SMEs achieved in FY2I against Mitie's milestone of 29%. This figure rises
to aver 45% on government and public sectar contracts, a great
achievernent during an uncertain year. To encourage SMEs te participate
in bids and broaden the supplier pool, opportunities are often advertised
on Linkedln and training is provided on Mitie's e-tendering system. To
highlight best practice and explain how larger organisations can work
more dosely with SMEs, Mitie contributed to a working group run by the
Business Services Association.

In the early stages of the COVID-19 pandemic, many SMEs helped Mitie
tc support the nation by providing PPE when the Group's traditional
supply chain became overstretched. Mitie changed 1ts PPE procurement
strategy from large distributors to over 30 smaller organisations by

31 March 2020, Most were privately owned SMEs spread across the LK,
including one that continues to provide warehouse space for stock to be
controlled, stored, and distributed.

Supplier Management Framework (SMF)

Mitie's SMFF monitors strategic supplier performance across key areas,
including ethical procurement, social value, and carbon reduction. The
Procurement team ensures that these areas are evaluated as part of

a balanced scorecard for all complex, high-value tenders, and have a
minimurmn weighting of 15%. Comparing this to the UK Government's
10% weighting on Social Value published in PPNG6 in January 2021,
shows Mitie's ambition and cornmitment to this area. This commitment
has led to Mitie over-achieving on its milestone of 28% spend under
SMF management in FY21.
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Section 172 statement

Section 172
statement

The Board acknowledges the importance of
forming and retaining constructive refationships
with all stakeholder groups. Effective
engagement with stakeholders enables the
Board to ensure stakeholder interests are
considered when making decisions and 1s
crucial for achieving the long-term success

of the Company. Details of Mitie's key
stakeholders, how the Group has engaged
with them during FY21 and the outcomes of
that engagement, are set out on pages 48

to 53. Engagement activities specifically carried
out by the Board collectively and individually
can be found on pages /4 to /5.

In addition to the formal scheduled Board and Committee meetings held
during FY21, the Board held weekly meetings from the outbreak of the
pandemic right through to beyond the release of Mitie's FY20 results.
These discussions included monitoring the impact of the COVID-19
pandemic on the business, employees and other stakeholders, detailed
analysis of the proposed Rights Issue and Re-financing. and the proposal
to acquire Interserve.

The following disclosure describes how the Board has had regard te the
matters set aut in Section 172(1) (a) to () during FY2) and forms the
Directors’ staterment required under Section 414CZA of the Companies
Act 2006. Three prinapal decisions made by the Board are shown.
illustrating how the Board considered Mitie's stakeholders during

the decision process and the actions taken approved by the Board as

a consequernce.

Detalls of the Company's policies and practices in relation to ethcal
business and acting fairly between members of the Company are set out
on pages 46 to 47.

@ Read mare on Maintaining a high standard of business conduct:
pages 46 to 47

Acquisition of Interserve Facilities Management (Interserve)

Overview:

in Decermnber 2019, Mitie presented its Customer, Technology, Cost and People strategy 1o enable Mitie to achieve the

Board's long-term wision of market leadership through enhanced scale. improved financial perfermance and stability.

Detailed due diligence on the polential acquisition of Interserve began n early 2020. The Board confirmed its
approval to proceed in May 2020 and on 25 June 2020, the Company announced that it had entered into a
conditional sale and purchase agreement to acquire Interserve, such acquisition being conditional on, inter afia,

completion of the Rights lssue and shareholder approval. The sale and purchase agreement provided that between

the entering into of the sale and purchase agreement and completion {which cecurred on 30 November 2020, the
veridor would procure that, subject to customary exceptions, the business of Interserve would be carried out in the
normal course and that certain spedific achons would not be taken without Mitie’s consent.
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Stakeholder considerations:

Acquisition of Interserve Facilities Management {(Interserve)

Employees:

* Mitie and interserve employees becoming part of a larger, more profitable company;

* Interserve employees benefitting from Mitie's established engagement mechanisms, culture and values,
substantial lzarring arcd developrnenl opportunities, technelogy and innovation, benefits, and rewards;

» Potential employee synergies on consciidation;

* Talent flight risk from Interserve employees; and

» Organisaticnal capacity/current team resource and bandwidth.

Customers and suppliers:

* Mitie’s performance in NPS survey demonstrating consistent improvement in customer experience:
= Proposed roll out of Mitie's technology 1o Interserve customers;

* Risk of renegotiation or early termination of customer contracts;

* Consclidation of supplier base; and

* Increase in public sector contracts.

Shareholders:

* Impact on EPS and return on invested capital and timeline for expected mproved profit margins and
enhanced free cash flow generation:

* Significant benefit from cost synergies;

* Expected stronger financial profile offering the opportunity to resume dividends,

* Issue of consideration shares diluting existing shareholdings {in addition to the dilution arising from the
Rights lssue) and the future influence of the vendor as a significant sharehclder;

* Possibility of unexpected liabilities and costs or inaccurate assumptions and estimates relating to benefits
and synergies:

* Possible difficutties integrating the two businesses;

* Possible exposure to funding risks in relation to defined benefit pension schemes; and

* Potential risk to the recovery of sums which might become due from the vendor {by way of a reduction
in the consideration) as a consequence of the completion account process contained in the sale and
purchase agreement.

Community and environment:
* Impact on Mitie's overall social value agenda and Plan Zero in relation to targets and milestones; and
* Expansicn of the Mitie Foundation agenda to include Interserve geographical areas.

Actions taken approved
by the Board:

Frequent meetings to discuss financial modelling and scenarios including consideration of detailed Board
papers prepared both internally and in conjunction wrth brokers and advisors;

Extensively tested forecasting/financial modelling prepared, including several different scenarios based on
due diligence to ensure Board was comfortable with sustainability and viability of the enlarged Group:
Appraved the circular to shareholders and prospectus dated 4 Noverber 2070;

Experienced integration team established and robust governance structure {reporting to each Board
meeting) implemented to ensure all aspects of the integration plan are closely managed and measured. Risk
areas highlighted and escalated as appropriate;

Extensive employee communications plan approved for all Interserve and Mitie employees. The Board also
reviewed the resufts of ad hoc pulse surveys to determine ermployee sentiment on the transaction;
Detailed customer communication plan to bulld relationships and keep customers infermed throughout
the transaction and beyond;

The Board, through the Social Value & Responsibie Business Committee, agreed the integration of
Interserve into Mitie's Social Value strategy. with the effect of the acquision on Mite's Socal Value targets
analysed and new targets, still ambrtious, yet practical, agreed; and

New digital supplier platform will be deployed that will enable a more strategic approach to surveying the
Group's suppliers on a proactive basss.

L

L
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Section 172 statement continued

Decision

Consequences of the
decision in the long term:

Outcome:

Acquisition of Interserve Facilities Management {interscrve}

The Board concluded that the acquisition of Interserve would delver the following key strategic and finandial
benefits to all key stakeholders, consistertt with the Group’s strategic pillars:

« Erhancement of competitive positioning, diversification, resilience, significant growth opportunities;

* Significant broadening of Mitie's exposure to the public sector;

* Significant cost synergies;

* Further strengthening of Mitie’s financial position, enhancing its ability to secure iong term financing and
deliver sustainable growth, margin acaretion and generate enhanced free cash flow;

= Strengthening of Mitie's management team and culture of excellence with high performing and experienced
individuals focused on promoting employee engagernent and corporate social responsibility: and

¢ Accelerated delivery of Mitie's technology-led strategy.

With full support from the Board, shareholder approval was obtained at a General Meeting on 23 November 2020,
with completion of the acquisition taking place on 30 November 2020.

Overview:

Rights Issue and Re-financing

Mitie utilised UK Government initiatives and implemented a number of self-help measures (see decsion below) in
response to the deterioration of trading conditions at the start of FY2i. However, in addition to these measures, the
Board believed the proposed Rights [ssue to be a prudent measure to further strengthen Mitie's balance sheet,
working capital and liquidity position.

Mitie also reached an agreement (the Re-financing) with the holders of its US private placement notes and lenders
to its Revolving Credrt Facility for covenant amendments and an extension to the Revolving Credit Facility, both
conditional on completion of the Rights Issue.

On 25 June 2020, following approval by the Board, the Company anncunced the Rights Issue.

Stakeholder considerations:

Shareholders:

* Addtional funds to strengthen Mitie's balance sheet aganst the COVID-19 impact and enable Mitie to secure
the Re-financing, with some of the funds utilised in connection with the propesed acquisiion of Interserve;

* Shareholders not taking up their rights, and overseas shareholders unable to take up their rights, may be
subject to a dilution of thair ownership upon the issue of the new shares; and

* Future proposed issue of consideration shares for the acquisition of Interserve to further diute ownership,

Employees:

* Additional funds sirengthening Mitie's financial position during a peried of uncertainty for employees; and

* Funds to be utilised in connection with the proposed acquisition of Interserve with its associated benefits
for Mitie’s workforce.

Actions taken approved
by the Board:

* Frequent meetings to discuss financial medelling and scenarios induding consideration of detalled Board
papers prepared both nternally and in conjunction with brokers and advisors:

« Consideration of different mechanisms avallable to raise equity including. quantum. capacity. appetite of the
market, ssue price and execution:

* Approved the circular 1o shareholders and prospectus dated 25 June 2020; and

* Agreement of the Board 1o each fully take up their individual rights to subscribe for New Shares under the
Rights lssue in respect of their existing shareholdings.

Consequences of the
decision in the long term:

The Board concluded that the Rights Issue and Re-financing would:

s Enable Mitie to further leverage the benefits of the first phase of its transformation programme and to
support the continued implementation of phase I intiatives to drive continued growth, cost savings and
free cash flow across the business;

* Mitigate ndebtedness risks;

* Provide Mitie with a strong financial position and liquidity to trade through the COVID-19 pandernic: and

* Enabie Mitie to capture opportunities to support the Group's long-term growth prospects.

Qutcome:

With full support from the Board, shareholder approval was obtaned at a General Mesting on 13 July 2020, with
the Rights Issue closing on 28 July 2020.
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Overview:

Use of UK Government initiatives and implementation of self-help measures

Following the outbreak of the COVID-19 pandemic, and in response to a detericration of trading conditions across the
business, the Board chose to utilise UK Government intiatives where available, alongside several self-help measures.

Stakeholder considerations:

Employees:

UK Government's Coronavirus Job Retention Scheme {Furlough):

¢ The prevention of redundancies amongst Mitie's employees;

* The wellbeing of, and ongoing communication with, furloughed employees; and

* Procedures for extremely vulnerable emplayees and employees vulnerable to COVID-I19.

Reduction of salaries:

* Level of salary above which salary cut io be implemented, along with percentage of salary cut and
duration of cut:

* Impact of cuts on employee morale and ongeing commitment to Mitie: and

* Wellbeing and potential impact on personat financial commitments.

Shareholders:

* Possible impact/shareholder perception of not recommending a final dividend for FY20 and not declaring
an interim dividend for FY21:

= The level of necessary actons required to reduce costs to support Mitie in unprecedented tmes; and

* Required measures to demonstrate adequate self-help ahead of seeking sharehclder support for the
Rights Issue.

Customers:
* Ability to idenitify and re-deploy staff, where possible, quickly and efficiently, to meet customer demand
where an increase in volume experienced, for example, in Securrty.

Actions taken approved
by the Board:

UK Government’s Coronavirus Job Retention Scheme (Furlough):

* Regular communication plan for furloughed employees, with dedicated furlough website;

¢ Mechanism introduced for efficient re-deployment of furloughed employees where possible;

* Provided extremely vulnerable employees with the right to be furloughed;

= Employees vulnerable to COVID-19 prioritised when identifying colleagues to offer furlough opportunities:

* Dedicated health and wellbeing webste including information on Mrie's Virtual GP service and Employee
Assistance Programme; and

* Repayment of furlough relating to colieagues employed directly at Mitie's awn operations.

Reduction of salaries:

= Phased restoration of pay earlier than criginally planned;

¢ Employees holday pay was “topped-up” to 100% of their normal pay during the period of salary
reduction; and

* Mitie continuad to make employer pension contributions based on 100% of employees’ salaries during
the period of salary reduction.

Non-payment of dividend:

* Recognising the importance of dividends to all sharehclders, the Board committed to keep under review
the possibility of a resumption in dividends in FY21, but only in the event overall trading improved materially
during the second half of the year.

Consequences of the
decision in the long term:

The Board concluded that all reasonable steps should be taken to preserve Mitie's financial strength in light of the
unprecedented uncertainty due to the COVID-1% pandemic.

Qutcome;

The Board approved the utilisation of UK Government assistance where available, including furlough, and the
implementation of several self-help measures, induding a temporary reduction in salary of between 10% and 30%
for employees earming more than £40,000 per year. deferral of pay rises and a commitment not to recommend a
final dividend for FY20. The Board subsequently decided not to declare an interim dividend for FY2] and the Group
has repaid £4.Im to the Government relating to furloughed colleagues ermployed directly at Mitie's own operations.
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Operating responsibly

Maintaining a high standard

of business conduct

Ethical business practice

Mitie has a duty to act responsibly and to show the highest levels of
ethical and maral stewardship. Mitie's ethical business practice policy is n
place and applies to all employees in relation to dealings with its people,
agents, customers, suppliers, subcontractors, competitors, government
officials, the pubiic and investors.

Employee Handbook

Mitie's Values form the basis of its culture and show the outside world
what Mitie 15 all about and how Mitie does things. Mrtie 1ssues an
Employee Handbook to all employees on commencement of their
employment. The handbook helps Mitie's people to really understand
their role In the business and what value they can add. It also explans
how Mitie expects 1ts people to act as Mitte employees. The handboak
includes information on Mitie's policies and procedures on bribery and
corruption, conflicts of interest, gifts and hospitality and responsible
partnerships with suppliers,

Culture

Mitie's Values help define the behaviours of its people and underpin its
vision of The Exceptional, Every Day. An important element of Mitie's
cutture is establishing a 'One Mitie’ way of cperating across the business.
The 'One Mitie’ way leads to consistent, bigh quality and relevant
information flows across the business. Having a culture embraced

and supported by employees, leads 1o a motivated and high

performing workforce ta deliver the strategy and outcomes needed
for long-term success.

Whistleblowing, fraud and bribery

Mitie has an independent whistleblowing service to enable ermployees,
suppliers and third parties to report any concerns or wrongdoing
anonymously without any fear of retaiation. The service, which is
rmanaged by an iIndependent service provider, can be accessed via a
freephone number, a free onhine app or through the service provider's
website. Details of the service are made available to employees via Mitie’s
Employee Handbcook and are displayed on Miue's intranet and workplace
posters. Detals of the service are also communicated to suppliers via
Mitie's sourcing portal and to other third parties via www.mitie.com.

The whistleblowing service and related internal procedures are
structured to ensure that all reports are reviewed and investigated
independently from the area of the business to which they relate,
thereby minimising the risk of conficts arising All reports are copied

to the Deputy General Counsel, to ensure transparency and enable

any trends across different divisions and functions to be identified

and addressed. An update on whistleblowing activity is provided to the
Board at every Board meeting and to the Mitie Group Executive (MGX)
as appropriate.

The Board update includes detalls of nadent reports receved in the
period between meetings, together with aggregated details of all reports
received since the launch of the service in September 2017,
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Human rights

Over and above the requirements of the Modern Slavery Act, Mitie
endorses the tenets of the Global Compact prindples, International
Labour Organisation Declaration on Fundamental Principles and Rights
at Work and the Ethical Trading Initiative '‘Base Code’ and will ensure
that: employment 1s freely chosen; freedom of association is respected;
working conditions are safe and hygienic: child labour is not used, wages
are not lower than minimurn wage; working hours are not excessive:
no discrimination is practised; regular employment is provided; and no
harsh or nhumane treatment is allowed. Comphiance with these rufes
is a prerequisite for any business engagement.

Good governance
Detalls of how Mitie complies with the LK Corporate Governance Code
can be found in the Governance report, starting on page 68.

Training

There are a nurmber of training modules available to Mitie employees
including, modern slavery, whistleblowing, anti-bribery and
anti-corruption, busingss expenses and entertaining.

Procurement Code of Conduct

Mitie has a compulsory code of conduct for all employees involved in
rnaking any purchases on behalf of Mitie which highlights the need to
declare formally any conflict of interest that may exist in purchase
decisions being made,

SMEs

Mitie's Responsibility targets are focused on increasing the percentage
of Mitie's spend that goes to small and medium-sized enterprises (SMEs),
and voluntary, charity and socal enterprise (VCSE) suppliers. Mitie's
Supplier Management Framework (SMF) measures performance across
a range of metrics. including ethical and sustainable supply, with action
plans in place to improve outcomes. Milestone targets are in place for
each fimancial year:

Mitie continues to leverage and improve its SMF to develop its
partnership with key suppliers. The framework provides a mechanism
for scoring a supplier's performance and jointly reviewing it to create
action plans which uniock new value for both parties. The SMF scores
six areas of delivery: ways of working, innovation, service, ethical and
sustainable supply. quality ang cost. As the SMF develops, a greater
percentage of Mrtie’s spend is being brought into scope. As part of the
ethical and sustainable supply metrics, all SMF-managed suppliers will be
scored and have their performance reviewed on meeting Mitie's social
value policy, their carbon reduction plans, actions to reduce
environmental impact, Modern Slavery Act comphance and innovations
to support Mrtie’s Plan Zero and social value initiatives. In FY2I, SMF
incorporated 30% of Mitie's spend, This will ncrease year-on-year,
cementing improvements in ethical and sustainable supply. in addition,
all tenders run by the Procurement function now have a minimum

15% ethical and sustainable supply reguirement.

The acquisition of Interserve has led to Miue's supply chan spend
exceeding £1bn per annum and increased Mitie's supplier base to over
10.000 suppliers. This increased leverage has led 1o a root and branch
review of the Group's procurement and supply chain operating policies.
systems and processes. The MGX has recognised the increased
opportunity to leverage Mitie's increased scale and influence in the supply
chain to not only remove cost but to influence supplier diversity and
environmentai stewardship across the now larger supplier base. This
recognition has led to an investment in improved digital systems to
rmanage suppliers.
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Modern slavery

Milie is cornmitted to ensuring that slavery, trafficking, bended labour,
forced or servile marriage, descent-based slavery and dormestic work and
slavery does not take place in its business or any part of its supply chan.
Mitie seeks to ensure Its recrurtment processes are transparent and
reviewed regularly, with robust processes in place for the vetting of and
appeintment of its pecple, raise awareness of the issue amongst its
people and suppliers to combat the hidden nature of medern slavery,
challenge and suppert its suppliers in the effort to drive cut modern
stavery and human trafficking and apply the spirit as well as the letter
of the law to its internal practices.
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Mitie’s latest statement on Moadern Slavery can be found at
heeps:fiwww.mitie.com/legal/modern-slavery-act/.

Impact of Brexit and COVID-19 on the supply chain
Mitie's supply chain was not Immune to the impacts of the UK's exit from
Lhe European Union (Brexiy) and TSVID-19 however, by adopting a
flexible and responsive attitude the Procurement function managed the
inherent risks so that the impact was low. Inthe early stages of the
COVID-19 pandemic, when there was a major impact an PPE suppliers
under pressure from central Government and other customers. Mrtie's
response was to set up a completely new supply chain, storage and
distributicn solution, This benefited the whole Mitie business and
customer base and continues to play a strategic part in Mitie's COVID-19
response. The impact of Brexit has been minimal to date, with Mrme
continuing to menitor suppliers who provide critical spares sourced
from the Eurcpean Union and implementing contracts and palicies to
identify any future issues. Thes situation continues to be menitared at

a supplier level.

IUBUIIAODY

Cyber security

Data and information is at the heart of Mitie. It plays a massive rofe in
everyene's daily lives. Mitie takes the protection and integrity of data very
seriously, and recognises that customers want clarity and transparency
about how their data is used, managed and protected.

Mitie's information and, cyber security policies and associated standards
guide its people on how tc keep data and information safe; which are
continually kept under review to ensure that they remain aligned wath
Industry best practice and keep abreast of emerging threats. Awareness
of these policies s rased through ongoing communication and training
delivered to all Mrtie colleagues. The Mitie Board receives regular
updates at Board meetings on cyber security, resilience and the progress
of security initiatives.

SJUSLLDIE]S |BIDUELIY

Mitie is certified to Cyber Essentials Plus for the entire organisation

and 15027001 for the critical business units, Mitie has a continucus
improvement-based approach to further the security of the data and
information processed, Mitie works in clase partnership with leading
industry bodies, National Cyber Security Centre and partners to ensure
the Group stays stay on top of emerging threats and security trends.

Acting fairly between members

A range of direct shareholder engagements are undertaken during the
year, including: roadshows, the AGM and one-to-one meetings with the
Company’s largest shareholders, and indirectly through investor relations
reports prepared for every Board meeting with regular share register
updates. Topics discussed with investors include corporate governance
matters, environment, human capital, corporate culture and the Board's
long-term views on the business. More details on this stakeholder
engagement can be found on pages 48 to 53.

Interests of investors are considered as part of the decision-making
relating to M&A activity, declaration of dividends and strategy.

Mitie operates robust share dealing processes and procedures to ensure
compliance with the UK's Market Abuse Regulations, including a training
module which all relevant employees are requested to complete on a
regular basis, This ensures the release of price sensitive information s 1n
line with the regulations and that no indidual or group of sharehotders
can gain an unfair advantage.
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Stakeholder engagement

Stakeholder
engagement

Equity shareholders

+ Institutional investors
+ Retail investors

+ Investment banks (sales desks and equity
research analysts)

Annual repoit and accounits:

Annual General Meeting

Investor sector of the corporate website www.mitie.corm;
Results presentations and post-resufts engagement {roadshows);
Capital market events or site visits:

Stock exchange announcemerits and press releases;

Regular and ad hoc analyst and investor inter-actions; and
Project-specific consultations.

Debt holders

* Banks
+ USPP holders
+ Credit insurers

Annual report and accounts;

Capital market events or ste visits;

Results presertations and post-resufts engagement {roadshows),
Stock exchange announcements and press releases; and
Responding to ad hoe creditor enquiries.

Customers

Maragement of ongoing customer relationships by senior leadership:
Custormer satisfaction score (NPS} programime:
Customer experience programrmes,
Commercialfperformance reporting
Participation in industry forums and events;
Annuat reporting and accounts;

The Mitie Foundation;

Cus‘tomer communications;

Press releases;

Websrte and social media platforms; and
Meetings and briefings.
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* Vital to Mitie’s long-term strategy and
performance to have supportive long-
term shareholders;

Sharehclders and investrment analysts
should have a strong understanding of
Mitie’s strategy. performance and culture;
Support required for Rights lssue to
further strengthen Mitie's balance sheet,
waorking capital and liquidity position; and
Directors have a duty to promote

the success of Mitie for the benefit of

its shareholders.

- » &
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- Reason for engagement Important issues discussedloutcomes

Industry trends and outlook;
Financial performance:
COVID-19 response;

Rights lssue;

Acquisition of Interserve:

Remuneration policy and executive

remuneration;

MNon-Executive Director shareholdings;

Governance and transparency;
Sustainability performance; and
People and cufure.

Action taken

* |00+ I-] shareholder meetings,

Six presentations or conference

calls between management, analysts
and shareholders:

Frequent press releases covering

ESG, contract wins and renewals;
Consultations with regards to the
Rights lssue and acquisition of Interserve,
which closed on 28 July 2020 and

30 November 2020:

Consultations with major shareholders
on propaosed remuneration policy

(see more on page |19) and executive
remuneration; and

Implementation of a Non-Executive
Directer shareholding policy.

Vital to Mitie's long-term performance

to have access to a vanety of sources of
liquidity and other banking services; and
Re-financing of Mitie's Revalving Credit
Facility (RCF) required, along with Rights
lssue, to further strengthen Mitie's balance
sheet, working caprtal and liquidity position,

. e 8 4

Industry trends and outlook;
Financial performance;
COVID-19 response;

Righits Issue;

Acquisition of Interserve:
Governance and transparency;

* Sustainability performance; and

People and cutture.

Consultations with the holders of the US
private placement notes and lenders to
the RCF on covenant amendments and an
extension to the RCF, which took effect
on completion of the Rights Issue.

Understanding customer needs and
identifying cpportunities and challenges
to build compelling value propositions;
Informing customers — “Why Mitie' ~

sc they understand Mrtie’s strategy,
performance and culture;

improving customer loyalty, advocacy.
growth potential and lifebme value (LTV};
The Mitie Foundation goes beyond
volunteering, to engaging talent and
enhancing long-term relationships

with customers, supply chain and
communities: and

+ Demonstrating operational efficiencies/
gapsfopportunities.

-

COVID-19 response;
Acguisition of Interserve:

* Customer satisfaction:
* Performance and efficiency;
* Research and innovation;

. o »

. s b & & @

Sustainability performance;
Costvalue;

Reputation;

Growth;

Brand;

Governance and transparency:
Operational efficency;
Technclogy:

Social values;

Visien and values: and
People and culture.

Group-wide COVID- 19 response
commurnications executed by Group
QHSE Director to inform business
continurty plans;

Annual NPS programme (95% aggregate
revenue covered) to establish customer
satisfaction, and identify risk and
opportunities;

Interserve customer survey to establish
baseline score and execute action plan to
level up;

Campaign launches: Flan Zero,
Landscaping, Technical Services (air quality,
safe return to work);

SAM programme driving Improved
customer loyafty and LTV. and

Raising awareness of and evidencing
Mitie's commitment to diversifying its
waorkforce through ids, communications,
round table events, ready to work
schemes, apprenticeships, upskiling,
inclusive recrutment programmes.
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Stakeholder engagement continued

Emp'oyees Employee survey,

You said, we did:

All colleague / line manager emails;

Monthly Download;

Weekly Recap:

The Exceptional. company magazine;

Key topic webinars (e.g D&, Plan Zero)

Letters to home addresses for key berefits (eg Salary Advance);
MrtiePeople.com;

Payslip messages:

MiNet and scaal media platforms:

Annual report and accounts,

Townhall meetings:

Annual roadshow,

Grill Phil;

MLT back to the fioor;

Annual individual performance reviews; and
Designated Non-Executive Director (Jenny Duvaler).

Supplier conferences and workshops

Glotal supplier portal and notices ta supplers;

www mitie.com,

Annual report and accounts;

The Mitie Foundation; and

Supplier Management Framework (SMF} I supplier engagement with
55 strategic partrers,

_Suppliers
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.

Reason for engagement

People are Mitie's greatest assets and
Mitie has a duty of care to ensure they
are equipped to make the best decisions;
Cne of Mitie's core promises to its
employees is to provide a place of work
where they can thrive and be their best
every day:

Creating a diverse and inclusive workplace
where every employee can reach their
full potentiak;

Ensuring that Mitie s delivering to
employees’ expectations;

Supporting employee wellbeing and in
making the right business decisions;
Ensuring that Mitie retains and develops
the best talent;

Ensuring that employees feel informed,
connected and supported; and

Ensuring that employees understand what
Mitie does and its strategy and engaging
them in the future of the business.

COVID- 19 response;

Acquisition and integration of Interserve:
Financal performance;

Rights Issue;

Communication & Cutture;

Reward & Recognition,

Systems, Processes & Technology:
Health, Safety & Wellbeing

Diversity & mclusion; and

Talent pipeline and retention.

Dedicated COVID-19 emails and

pulse surveys;

Launched a new Group-wide Agile
Working Policy,

Rolled out a new Diversity & Inclusion
strategy and plans to make Mite inclusive
for everyone;

Launched www.mitiepeople.com,

a new platform to ensure colleagues
on the frontline can easily access news
and information about Mitie;

Rolled out The Mitie Way' of working,
to ensure a ‘One Mitie' approach to
managing people and customers;
Made LiveSafe training available tc all
colleagues;

Made Diversity & Inclusion training
avalable to all colleagues;

Integrated Mitie systems to remove
the need for multiple usernames

and passwords;

Moved a number of core applications
to the Cloud to improve performance,
disaster recovery and resilience;
Erabled multifactor authentication for
everyone to safeguard Mitie’s network
and systems from cyber-attacks;
Optimised Microsoft Teams to enable
virtual collaboration aaross Mrie;
Improved telephony platforms to improve
user experience and resillence; and
Launched 'One Mitie’ Occupational
Health and Wellbeing Strategy and digital
wellbeing platform.

Important issues discussed/outcomes Action taken

Supptiers make a vital contribution to
Mrtie's performance;

Mrtie encourages supphers to work
collaboratively to ensure continual
improvement in operations and to deliver
mutual benefit: and

The Mitie Foundation goes beyond
volunteering, to engaging talent and
enhanang long-term relationships with
customers, supply chain and communities.

COVID-19 response
Brexit response
Acquisition of Interserve
Responsible procurement;
Trust and ethics: and
Operational improverment.

Supplier communications and engagement
with Interserve supplier base;

Regular reviews of COVID-19 impact on
high-risk suppliers;

Regular review of Brexit impact on high-
risk suppliers;

260 meetings with SMF strategic suppliers;
Focused supplier engagement
commurications on the changes coming
from Project Forte; and

Engaged top 100 spend suppliers n rapid
renegotiation programme 1o leverage

the Group's greater spend following the
acquisition of Imterserve.
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Stakeholder engagement continued

"l * Employee volunteering;
Com mun Itles * The Mitie Foundation programmes (e.g. Employatylity Sessions);

* www.mitie.com and socal media platforms;
* Annual report and accounts; and
* Local communrty evenits.

G overnme nt ¢ Responses to government consultations;
¢ Partiapation in industry bodies;
¢ Conferences and speaking opportunities:
* Annual report and accounts;
= wwwmitie.com; and
* Customer satisfaction score (NPS) programme.

* Press releases and stock exchange announcements;
¢ Annual report and accounts;

* www.mitie.com and soaal media platforms;

* Meetings and briefings; and

¢ Responding to regular press enquiries.

Media
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- Reason for engagement Important issues discussed/outcomes Action taken

* The Mitie Foundation goes beyond * Employment opportunities to cuttivate *+ 8000 volunteering hours delivered in
volunteering, to engaging talent and future talent pipeline; FY21, including delivery of food parcels to
erhancing long term relationships with * Supporting communities through Giving those chielding during COVID 19, and
custarmers, supply chain and communities; Back’ volunteering days; * Multiple Employability Sessions delivered
* Building positive relationships with local * Local operational impact; and for custemers and to charity partners.
communities is impertant for Mitie's * Health, safety and environment
performance and stakehclders; performance.
* Mrie depends on its local communities to o
provide the engaged and talented people Q
it needs to deliver great service and in o
return Mitie supports them through 8
a wide range of initiatives; and §
* Public sector contracts mandate that
at least 25% of subcontractors should
be SMEs.
= Governments set the regulatory * Financal performance; * 50+ meetings with senior government
frarework within which Mitie operates * COVID-19 response; and military stakeholders;
and are often also customers; * Reputation: * Weekly meetings with the Cabinet Office;
* Engagement ensures Mitie can help in + Governance and transparency; and * Close consultation regarding the Rights
shaping new policies, regulations and * People and culture. Issue and acquisition of Interserve;
standards, and ensure compliance with * Two Partnership Executive Meetings T
existing legislation; and with Cabinet Office Director for Markets ]
* Governments also represent a potential and Suppliers: s
source of funding. = Seven Joint Commitments agreed with -
the Cabinet Office; 8
* Presented at the Gne Government Day 3
attended by 70+ government customers; g
* Plan Zero round table with key tH
government stakehclders;
* Social Value & Responsible Business
Committee, chaired by Baroness Couttie,
set clear Social Value targets aligned 1o the
UK Government’s levelling up agenda;
* Mitie's COVID-I9 response in support of
the UK Government / DHSC testing work
and the setting up of Nightingale Hospitals.
Frert iine colleagues demonstrated
excepticnal commitment to supporting
this work; and
*» Public affars company engaged to foster
senior stakeholder relationships and lobby
across public sector.
* The meda and journalists are additional ¢ COVID-19 response: * Core media briefed on every major
¢channels for commurication with * Acquisition of Interserve; announcement, particularly relating to
stakeholders that engage with thern, * Reputational impact; the corperate calendar;
whether clients, investors, consurmers * Financial performance; ¢ 30 proactive interviews/speaking
or employees; * Governance and transparency; slots with Mitie spokespeople on key
* Key to mitigating reputaticnal risk from * Sustainability performance; and campaign thermes:
negative pubiicity; and * People and culture. ¢ Focus on background/off the recerd
* Important to bulld reputation through briefing of any reactive issues to minimise
proactive engagement. negative press coverage in the first

instance; and

Social media activity to share corporate
announcements and sustainability progress
with stakeholders.
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Principal risks and uncertainties

Effective risk
management

Our risk management approach

During FY21, Mitie's enterprise risk management (ERM) framework has
been fully reviewed to ensure it remains aligned to orgarmisational needs
as well as corporate governance requirements. Where identified,
improvements have been introduced and both policy and supporting
operating procedures have been assessed and revised.

An overview of the key features of Mitie’s ERM framework which are
pertinent to the compilation of the Group's principal risks and
uncertainties, including emerging risks, are detailed below:

The Board is responsible for clearly defining the level of risk exposure
Mitie is walling to take, and to ensure that the activities undertaken to
achieve its strategic objectives are commensurate with this appetite.
The Board is also responsible for monitoring the amount of risk being
taken. All principal risks have a level of appetite set which helps
determine the actions and resources required to mitigate them.
Mitie's risk managerment structure 15 designed to ensure a consistent
approach to the identification, assessment, monitoring and

management of risks across the business, All risks are reported against

a set of criteria, which consider the potential likelihocd and
consequence should a risk be realised.

Each busiress urit, function, project. and account maintains a detaled

risk register, which includes both risk contrels and mitigation measures,

and is approved by respective leadership teams,

correct management of risks where a residual risk score is identified
as being over the stipulated threshold.

Risk registers are formally signed off biannually.

The Insurance team plays a pivotal role is assessing key exposures and
ensuring appropriate risk transfer 1s in place for insurable risks.

assessing threats and identifying potential ssues.
Mitie's internal and external envirgnments are continucusly scanned

and monitored to ensure that any new or emerging risks are identified
in atimely manner and responded to appropriately. As a result of this,

three new principal risks have been introduced for disclosure
{Interserve integration, business resilience and third-party
management). In addition, one prinaipal risk (climate change and socal

impact} has been significantly updated to reflect the changing external

landscape relating to cimate change.

Mitie actively encourages and facilitates a learning culture in respect
of risk management to ensure that the Group constantly improves,
rernains resilient and adapts 1o the continually evelving external
environment. In FY21, Mitie has taken the fearnings from each
COVID-19 wave and ensured that these have been appled to
enhance its response when tackling subsequent COVID-19 waves
and associated national and international lockdowns.

Principal risks are subject to a thorough review biannually {for the
half-year and full-year financial reporting), with quarterly updates
feeding into the Group Risk Committee for consideration. The Baard
and Audit Committee are actively engaged throughout the process
and provide challenge. All outputs from this review are signed off
by the Board, The principal risks are shown on pages 56 to 65.

In assessing Mitie’s long-term wviability, corsideration is always given
to the prinaipal risks. The Viabdity Statement is found on page 66.
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Mitie has a rigorous risk treatment mechanism in place to facilitate the

Risk management is approached in a proactive manner making full use
of Mitie's Global Security Operations Centre (GSQC), which assists by

Changes to our risk profile owing to COVID-19

and Brexit

During FY21, the external environment changed dramatically as a result
of the COVID-I9 pandernic and the signing of the EU-UK Trade and
Cooperation Agreement which has applied since | January 2021 and
followed the UK's departure from the European Union (Brexit), Whilst
both now present themselves as ‘issues’ and are actively being managed
i parallel with business as usual activities, the medium to longer terms
risks associated with them continue to be subject to ongoing review to
minimise any potential impact on the business. At the date of this report.
both the Group-led COVID-19 and Brexit Readiness working groups
were still operational

Where there is the prospect for risks linked to either COVID-19 or the
post-Brexit landscape to have a detrimental effect on the new or existing
principal risks, specific contrals have been disclosed against the respective
prinapal risk.

The ponts below detal some of the immediate control actions taken
during FY2I t2 manage the immediate risks posed by bath COVID-19
and Brexit:

COVID-I1%

= Crisis and Business Continuity Management (BCM) frameworks
invoked and fully implemented throughout the Group and in
collaboration with clients

Group-led COVID- 19 Waorking Group continued to monitor
developments and advise on the course of action to be taken by
Mitie in response to the ongoing pandemic.

Increased meeting frequency at Mitie Group Executive (MGX) level
tc monitor ongoing impacts and direct actions.

Close working relationship maintained with the UK Government
through the Cabinet Office.

Coordinated support to critical infrastructure throughout

the pandemic.

Ongoing dialogue with dients to understand their requirements,
Close monitoring of supply chain to ensure continuity of

critical supplies.

Use of UK Government support schemes.

Regular forecasting and reviews of revenue and cash.
Implementation of self-help measures, ncluding overhead cost
reduction programme, deferral of non-essential and uncommitted
capital expenditure and a reduction in salaries of between [0% and
30% in relation to all employees earning £40,000 or more during the
period 1Apnl 2020 untl 30 September 2020.

Decision not to recommend a final dividend in respect of FY20 or to
pay an interm dividend in respect of FY21,

-

.

Brexit

* Executive level sponsor apponted to lead organisational response.
Group-led Brexit Readiness Working Group established.

Full review of EU-UK Trade and Cooperation Agreement undertaken,
and control plan adopted.

Close working relationship maintained wrth the UK Government
to ensure continuity of service.

Or-going dialogue with clients to understand requirements.
Close monitoring of supply chain to ensure continuity of crtical
supplies — Procurement Brexit lead appainted.

Review of overseas insurance to ensure compliance.

Cingoing review of Settlement Status complhiance and imphcations
of non-tariff measures.



DocuSign Envelope ID: 6D3020F3-2619-4212-8E7E-0480B97AG058

Our risk management framework

Internatl Reporting

External Reporting

Group Level Risks

Principal Risks & Uncertainties

= Collection of risks which could affect the performance, future-prospects or reputation of the

Group and are subject to ongoing reviews

+ Complementary framework in place for the management and ongoing review of Principal
Risks and Uncertainties as agreed by the Mitie Board
* Risk appetrte and associated parameters established for all nisks and subject to angoing review

+ Condensed version of Principal Risks and
Uncertainties, which has been reviewed
and approved by the Mitie Board and
Audit Committee

MB, MGX, AC, RT, RC

MB, MGX, AC, RT, RC

S

s

N

New & Emerging Risks

Business Unit, Function

& Project Risks

» Ongoing review of internal and external
environment encapsulating new risks in
known context, known risks in new
context and new risks in new context

h

* ldentify. evaluate and mitigate risks
recorded in risk register
* Report on current and emerging risks

AC, RT, RC, GSOC, BUL, BFL, PL, AL

BUL, BFL, PL

N/

Contributors key:

MB Mitie Beard

MGX  Mitie Group Executive

AC Audit Committee

RT Risk Team

RC Risk Committee

GSOC Global Security Operations Centre

BUL  Business Unit Leadership Team

BFL Business Function Leadership Team

PL Project Leadership Team

AL Account Leadership Team

Account Level Risks

= ldentify, evaluate and mitigate cperaticnal risks recorded in risk register

= Report on current and emerging risks

AL
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Principal risks and uncertainties continued

Principal risks and uncertainties

@ Interserve integration

Failure to manage activities assodated with the integration of
Interserve whilst also giving due consideration to the carry-over of
risk(s), in particular those pertaining to the transaction phase of the
acquisition, as well as the day to day impact on employees, customers,
and other third parties involved in the Mitie business, couid hinder the
Group's ability to adopt common processes, systems and ways of
warking and ultimately result in Mitie faling to meet its £43m savings
target through synergies, and cause damage to its reputation.

Impacts on strategic pillars: Change in year;

New risk

also incorporates the structural
complexity risk

On 30 November 2020, Mitie completed the acquisition of Interserve,
creating the UK’s largest fadilities management company. As with any
acquisition, Mitie will pick up a number of risks in relation to the
Interserve acquisition, including risks which remaned ‘ive’ and were
carried across from the transaction phase e.g. risks relating to the
operating environmentt, risks refating to financial information and risks
relating to the acquisition, as well as those relating to the Integration
phase of the project, most notably a failure to deliver on the £43m
savings target.

An inability to effectively manage all associated Interserve FM risks
could delay the delivery of expected benefits from the acquisition and
consequernty have a detrimental impact on Mitie's business performarce.
In arder to make sure these risks are managed effectively itis
important that Mitie maimtains its stringent integration framework
and continues to deliver on time and to the high-quality standard
expected. Mitie also needs to communicate changes effectively and
defiver regular and relevant updates to all key stakeholders.

.

Integration leadership

teamn established with

MGX sponsorship.
Workstreams established with
appropriate representation

at business unit, function, and
executive level.

Experienced programme
managers in place and
governance frameworks
embedded to monitor ongoing
irnpacts and direct actions,
including Board meetings.
Experienced staff members
dedicated to the programmes
to allow focus on the
improvernent activity.
Integration of system rollouts
underway — HR and IT systems
due to cenclude Autumn 2021
Risks identified as part

of the transaction phase
reviewed and incorporated

in Graup risk register with
docurnented controls,
integration Pulse surveying being
undertaken at agreed milestones.
Regular dialogue with staff and
clients to Linderstand their
requirements and update on
pertinent milestones.

Regular monitoring of

change projects.

Continued investment i and
benefits delivery from the
Quality Improvement Council
{QIC) programme.

Dedicated risk management and
assurance procedures within the
programmes to ensure internal
controks are operating effectively.
Armalgamated approaches
adopted to address ongoing
COVID-19 and Brexit associated
risks and issues.

* Continue to review progress of
workstreams and performance
against savings target.
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Our strategic pillars Change: in year

Customer: build market-leading positions ¥  Decreased

in higher growth segments and increase

customer NPS 4 & o
’ 4 P Stayed

People: create a ‘Great Place to Work’ the same

for our employees
proY a~ Increased

Technology: embed technelogy
into the heart of our offering

Principal risks and uncertainties

@ Funding

Inability to maintain access to and renew suitable sources of
funding due to a perceived risk in Mitie's business and/or the sector
as a whole may impact the Group’s ability to maintain profitabie
business performance.

Impacts on strategic pillars:  Change in year:

Cost: strengthen our balance sheet and
maintain cost discipline to remain competitive

Controls and mitigating actions Future plans

Maintenance of strong banking,
debt, and equity relationships.
Regular forecasting of cash flow
and net debt.

Thorough focus on warking
capital cycles with a clear set

of KPls,

Clear pelicy on provisions.

* Continue to work with a range
of financial institutions tc ensure
that affordable finance sources
can be accessed.
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* Strong focus on and monitoring 2
of cash collection, o
¢ Regular reviews of payment §
In order to be able to meet its financial commitments, Mitie needs terms with customers and e
access to a number of affordable scurces of finance. Mitie's core debt supply chain.
facilities indude a revolving credit facility and private placement loan * Facus on warking capital
notes. Mitie needs to have suffiaent liquidity to be able ta pay suppliers processes to reduce cycle times
and staff, whilst also investing in the business and ensuring 1t has enough and average net debt.
resources for profitable growth,
During FY21, Mitie raised £130m through the Rights lssue and
extended its revolving credit fadlity of £250m to December 2022,
sirengthening the linancal pasition of the Group and decreasing the
impact of this risk. Mitie has focused on mantaning strong linancial
discipline in the management of its working caprtal and investmenit m
deasicns and on minimising its funding requirements. This has included 2
warking with the Group's back-office outsource partner to improve E\
processes and effidency. :L
During the year, COVID-19 has not impacted the availakility of the %
Group's existing committed facilities but there is a risk that it affects 3
Mitie's ability to raise further funding should the need arise. §
A

Any actual or perceived weaknesses in Mitie's financial posttion could
restrict the Group’s access to finance or attract high interest rates.
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Principal risks and uncertainties continued

T
Principal risks and uncertainties Controls and mitigating actions Future plans

@ Climate change and social impact

An inability to quickly identify and effectively respond te the challenges
posed by climate change could hinder Mitie's transition to a
lower-carbon business and resuft in significant business interruption
and missing new opportunities for growth. Furthermore, a failure to
appropriately consider the ervironmental and social impact of Mitie's
business and rts activities may create a negative perception with
employees, clients, investors, government, and the general public. This
could lead to failures in securing and/or retaining contracts and sources
of funding, as well as impacting negatively on Mitie's reputation.

Change in year:

New risk

alsc incorporates the Social
Impact risk

Impacts on strategic pillars:

Climate change remains a significant crisis facing the global community.
The impiications are broad and cover a number of risk topics,
including but not fimited to infrastructure, insurance {e.g. longerterm
accessibility and impact on premiums), dimate action failure and
extreme wegther conditions. Furthermare, there are also
ramifications which could arse in the form of social unrest,

political fragmentation and geopolitical tensions in turn shaping

the effectiveness of responses within Mitie's external landscape
maoving forward.

As well as the abvious mandatory requirements for managing the risks
associated with dimate change, combined with there being a moral
abligation, a failure to successfully drive forward a business, which
demonstrates and delivers carbon reductions, would significantly
hinder Mrtie's operating madel, and ultmately stop it from winning
and retaining business. The ablity to be a market leader in this field
provides extensive opportunity and uttimately takes Mitie and its
clients, as well as others associated with ts business activities on the
required jourrey.

It is very important that Mitie continues to understand and moritor
the social and environmental impact of its business activities, and takes
into consideration the views of employees, clients, suppliers, investors,
and the wider public on these matters. The rale that businesses play in
sooiety is now, more than ever, being closely montored by a number
of groups and several measures have begun to be utilised. These are
ncreasingly being used in decisions to award contracts, and to drive
investment and funding decisions.

As a business Mitie needs to make sure it s a valued member of
society and minimuses its impact on the emviranment. Failure to do so
may affect 1ts reputation and financial performance, through inability to
attract suitably skilled employees, failure to mantain and grow the
business and fines for non-compliance with relevant legislation.

*

Flan Zero — to reach net zero
Scope &2 operational carbon
emissions by 2025 - ongoing.
Recently extended pledge to
reach net zero for Scope 3
emissions by 2035 — suppliers,
employee commutmg and
waorking from home.

Ongoing conversion of fleet
vehicles to electric - as at 3|
March 2021, Mitie had 1,080
electric vehicles, with a further
1.000 electric vehicles on order.
Also trialling electric solutions
for specialist fleet, such as the
electnc gritter, which was
launched in January 2021 by
Mitie Landscapes.

Social Value & Responsible
Business (SVRB) Committee
held seven meetings in Y21,
chaired by Non-Executive
Director Philippa Couttie.
Climate change nisk assessment
mantained and approved by the
SYRB Commitiee

Key policies and associated
operating procedures in place.
Lse of inhouse subject matter
experts specialising in an array
cof tepics induding energy, waste
and fleet.

Regular testing of crisis
management and business
continuity plans.

Insurance cover in place to
cover property damage and
business interruption.

Winter and Summer
preparedness planning at
account level,

Ongoing reviews of planned
preventative maintenance
(PPMY} lifecycles.

Targets n place for four

of Mive’s five social value
framework pillars.

Active apprenticeship scheme
across the Group.

Learning and People Hubs

16 support employees’
development and wellbeing,
Continuous haorizon scanning
via GSOC. with regular alerts to
teams on potential threats and
significant events.

Continued delivery of Plan
Zero to meet both 2025 and
2035 targets.

Gifting funds for apprenticeships
to SMEs to support the

UK Government's Levelling

Up agenda.

Partnering clients to develop
employability skills within

the community. through

the Mitie Foundation.
Proactively targeting under-
represented groups to employ
within the commurities in which
Mrtie operates.

Proactively driving Mitie’s
Diversity and Inclusion strategy .
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Our strategic pillars Change in year
Customer: build market-leading positions ¥ Decreased
in higher growth segments and increase
customer NPS

4 P Stayed
People: create a ‘Great Place to Work' the same
for our employees
A Increased

Technology: embed technology
inta the heart of our offering

Principal risles and uncertainties

@ Cyber security and data management

Inthe normal course of business, Mitie collects, processes, and retains
sensitive and confidential information about its customers, employees,
and operations, Hacking, phishing attacks, ransomware, insider threats,
physical breaches or other actions may cause this confidental
information to be lost or misused. Any data loss could affect client
delivery operations and may result in a major data breach leading to

Controls and mitigating actions Future plans

Cost: strengthen our balance sheet and
maintain cost discipline to remain competitive

Continued alignment

with CE+ requirements,

and Information Security
Managernent System (ISMS)

in place, processes consistent
with ISC 27001 standards.
Internal processes and controls
for all systems changes to

Wipro Security Operations
Centre will provide Mitie with

an enhanced level of informiation
security monitoring and alerting,
Security assessments by a leading
firm of cyber security experts
and the National Cyber Security
Centre, to conduct phased
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fines, remediation costs and reputational damage. ensure cyber best practice and threat assessments and stress o
L. . compliance with data protection tests on the Mitie network b
Impacts on strategic pillars:  Change in year: laws and regulations. é
A * Rationalisation and upgrade of a
title updated to highlight ERP systems and infrastructure. ®
cyber security ¢ Centralised information security
tearn and dedicated data privacy
The data held by Mitie is one of its most important assets and indudes officers |n.p|ace. )
information concerning its business operations, employees, clients, b OUTSOU"F'”% of routine
suppliers, and others. Mitie needs to maintain adequate controls to IT operations to a highly
rnitigate risks associated with loss or theft of data which would skilled partner organisation,
damage its reputation with clients and potentially result in sigrificant W'Pm- taimprove IT
fines from regulators, resilience and controls.
. ¢ Adoption of Microsoft and
Dgrmg FY2l,the ggneral [eve\ of threat posed from cyber-attacks has Wipro cyber toolsets and -
heightened. Alongside an increase: in phishing and ransormware attacks, proactive monitoring and 3
yvhich were Ii‘nkedrtlo COVID-19, Mi';ie has hgd to actively contro! the management of cyber threats. 3
increases in risk arising from the rapid transition to remote working at o Clear stratesy 1o utlise leadin &
the start of the COVID-12 pandemic, and mare recently any edge doud tgeihnolo delivefin o
associated risks from the acquisition of Interserve, including limited N iyb . g §
impacts from its cyber incident. dlsasjer*_ FECovery and business 3
) continuity improvements. B
Mitie is continuing to invest in technology to improve the security of its * Crisis management and business o

business through alerting users to possible cyber-attacks or phishing
attempts. Mitie continues to maintain formal technical and procedural
controls to ensure confidential and sensitive data is processed,
transmitted, and stored securely. These controls are deployed across
the Group's IT systems and are subject to regular review and testing
and help maintain compliance with the requirements of the General
Data Protection Regulation and the UK Data Protection Act 2018,

L]

.

.

continuity testing led by the
MGX, including a cyber-attack
sirmulation which took place in
May 2021.

Regular communications to
employees to highlight IT risks
and expected behaviours.
Upgrades to legacy systems to
reduce complexity and improve
management information,
Cyber insurance policy.
Cngoing monitoring of Brexit
decisicns refating to data
protocol adequacy.
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Principal risks and uncertainties continued

Controls and mitigating actions Future plans

¢ Introduction of Quality Culture
programme looking into Cost
of non-Quality and ensuring
the right person is in the right
place at the right time. This will

Principal risks and uncertainties

* A comprehensive Quality,
Health, Safety and Environment
(QHSE) strategy in place
and under cantinual review
for effectiveness.

® Health, Safety and Environment

Failure to maintain appropriately bigh standards in health, safety and
environmental management may result in catastrophic everits, harm to
employees, chient staff or members of the public, consequential fines,

prosecution, and reputational damage.

Impacts on strategic piflars:  Change in year:

A

Naote: this change in status is
finked purely to the COVID-19
pandermic. In terms of business
as usual activities, Mitie's HSE
indicators have continued

to show year on year
improvements in all areas

During FY2{, the risk posed to the health and safety of Mitie's
employees owing to COVID-1% has increased, particularly in relation
to frent-line workers who have played an essential role throughout the
pandemic by physically attending site to keep clients' businesses and
critical infrastructure cperational. Mitie has actively controlled any
potential increase in risk through an array of measures, induding but
not limited to: employees having access 1o adequate PPE to enable
them to perform their duties safely; the introduction of a rigorous
COVID-I9 risk assessment and technical compliance process, which
included the use of regular temperature checks, increased cleaning
regimes, the use of Citrox Protect and more recently the introduction
of the new UNVC disinfection system following Mitie's partrership with
Luxibel (all of which has been instrumental in getting both Mitie's and
its chents’ staff back into their work environments); and substantial
enhancements to wellbeing offerings.

At alllevels in the organisation, safety 1s Mitie's number one priority.
Mitie ensures that all risks are properly assessed and managed, its
staff are trained and expectations of how they perform their work
are clearly explained, and adherence to health and safety standards
is regularly monitored. If these risks are not managed appropriately,
they could lead to harm to individuals and damage to the
environment, and consequently prosecution, fines, and signicant
damage to Mitie's reputation.

Mitie 1s committed to maintaining the highest levels of health, safety
and ervironmental (HS&E) standards. The services which Mitie
delvers could potentially present an increased risk of a health and
safety ncident nvolving its employees, client staff or even members
of the public, Mitie's activities also carry a risk of damage o the
environment. it is essential that these risks are managed in a highly
dillgent and effective manner.

include key principles, good

Major cubural HS&E
habits, and took to ensure

programme, LiveSafe, continuing,
wath clear rules, engagement,
and training for staff.

Regular traning and
communication defivered
throughout the Group. in
accordance with the LiveSafe
principles — LiveSafe e-learning
traming programme launched
which sets out HS&E
expectations mcluding 'stop

the job’ supported by key

safety message from the Chief
Executive Officer.

Certified H&S management
systemn to 1SG45001 and
environmental system

10 1SO11001.

Full integration of improved
incident recording, monitoring,
and reporting system

Regular HS&E reviews
conducted at all levels threugh
the organisation.

Clear and standardised KPls
imtroduced 1o monitor progress.
Targeted QHSE procedural audrt
programme intreduced.
Themes and roct causes
monitored from the results of
audits to target spedfic actions,
including training,

QHSE function ‘Plan Zero
Champions’ as part of the Plan
Zero programme to promote
strategy and good practice in
environmental management.
Enhanced health and wellbeing
framework integrated into

the business.

COVID-19 risk assessment and
technical compliance processes.
Use of new technology such as
the UVC disinfection system
and thermal imaging to mitigate
against COVID-19.

Insurance cover in place to cover
employers’ liability, public liability
and motor fleet.

pracess and drive continual
improvernent in health, safety

Development of enhanced
environmental e-Learning
awareness training.
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Our strategic pillars Change in year
Customer: build market-leading positions ¥ Decreased
in higher growth segments and increase
customer NPS Y ..

4 P Stayed
People: create a "Great Place to Work’ the same
for our employees
A Increased

Technology: embed technology
into the heart of our offering

Principal risks and uncertainties

@ Regulatory

Failure to comply with applicable laws and regulations may lead to fines,

Cost: strengthen our balance sheet and
maintain cost discipline to remain competitive

Controls and mitigating actions Future plans

Spedialist legal and QHSE
expertise aligned to
business units.

* Establshrment of Internal Control
Declaration framework to align
with impending UK legislation on

%)
~
5
o
=1
o
oa,
A
=
[0]
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prosecution, and damage to Mitie’s reputation. * Code of Conduct for corporate governance.,
L. . all empioyces. * Ongoing review of IMS to update
Impacts on strategic pillars: Change in year: * Incependent whistleblowing policies and procedures.
A systern available to all employees
to report any concerns,
‘ i (%]
* Group-wide policies updated for 2
o } . . } . changes to laws and regulations i3
leesl business is subject to a wide range of laws and regulatlpns: and maintained in the online FE
including hegl‘th anfj sa_fety, employment, data protection, anti-bribery inforrnation Management 2
and corruption legislation and statutory wage requirements, Systemn (IMS). o
During FY2I, there have been notable changes to Mitie's external * Regular and thorough internal
environment in terms of regulatory updates, and in the main this has and external regulatory audits.
been attributable to COVID-19, Brexit and corporate governance. * Traning and awareness
As a consequence, there have been a number of cbligations to fulfil materials communicated to
in order for Mitie to remain legally compliant. COVID-19 arguably employees via Mitie's digital
presented the greatest challenges given the disparities in regulations Learming Hub and monitoring
adopted by the UK countries, compounded by the pace of change of completion performed.
through the pandemic. ¢ Regular monitoring of legal and
Mitie continues to ensure it has effective governance and oversight of regulatory changes by Group -
its compliance with applicable laws and regulations and continuously functlon; nduding Company 5
. . o ) Secretariat, Legal and GHSE. B
assesses the impact of changes in relevant legislation, It is also ) ; 3
important that Mitie provides appropriate communications and * Financial governance and @
training for its staff to make sure they are aware of their obligations, controls in place. &
and that regular menitoring of compliance 1s undertaken. * Commercial governance and o
i ‘ ‘ ) controls in place. 3
Fa||ure to cgmply with applrcable laws and regulations could resuklt « Legal representation on both ]
in prosecution andfor significant fines, and, from a reputational COVID-19 and Brexit Readiness o

perspective, could damage Mitie’s relationships with clients and its
success when bidding for work. As a consequence, Mitie may also
face debarment from tendering for public sector contracts.

waorking groups.
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Principal risks and uncertainties continued

I
Principal risks and uncertainties

@ Competitive advantage

A failure to maintain competitive advantage resulting in the loss of

key clients, an over-reliance on a particular sector, or a failure to
produce bids which are financally viable and have a balanced approach
to rsk, could have a significant impact on Mitie’s financial performance
and reputation

Impacts on strategic pillars: Change in year:

v

combines portfolio, market
share and contract losses risks

During FY21, Mitie has continued to improve its financial strength,
customer service and employee engagement, as welk as growing its
market share, all of which have been against a backdrop of significant
disruption arising from the COVID-19 pandemic. Notable
achievernents induded the acquisition of Interserve resulting in
significant growth to Mitie’s public sector portfolio as well as Mitie’s
involvernent in support of the UK's strategy to combat COVID-19,
including cperating over 150 testing sites.

itisimperative that Mitie does not become complacent and maintains
awareness of competitors’ offerings, the changing external
environment as well as market coverage, Furthermore, the
mpertance attached to the development and delivery of competitive
bids, along with meeting oblgations through the delivery of a quality
service for existing clients, should not be underestimated. Failure to
deliver the services agreed in contracts could negatively impact the
Group's customer relationships and reputation, and lead to legal
disputes and the termination of key contracts.

Controls and mitigating actions Future plans

* Executive management
bid committee approval
for complex bids minimum
annum threshold established,
* Robust risk assessment
of bids — commercial, legal
and operatonal,
Detailed contracting guidelines
developed and rolled out,
Clear delegated authorities
register.
Strategic account management
programme.
KPI/SLA formal reviews
with custormers.
Sales and CRM teams focused
cn developing pipeline across all
major sectars.
Improved CRM capabilities with
active refationship management.

Focus on Customer Satisfaction
Net Promoter Score and
saliciting feedback.

Review of any loss-making
contracts to ensure learnings
arc identified and applied to
future bids.

Improved sales and pipeline
management information to
track and measure growth,
wins and losses.

Winfloss debriefing process
to take kearnings for future
bidding activties.
Appointment to Crown
Commercial Services
frameworks FM RM3830 and
Security RM6089
Appointment to the Prison
Operator Services framework.
Chief Government

& Strategy Officer to
coordinate all interfaces

with the Cabinet Office.
Focus on high-margin
cpportunities with growth
potential, for example
technology-led solutions.
Development of new and
innovative service offerings.
Review of contractual terms
relating to Interserve business
areas ongoing for both sales
and renewals,

Sales Academy being relaunched
to improve skillsets and
competencies around bidding
and commerdal sales.
Continue to pursue suitable
opportunities on the Crown
Commercal Services
frameworks.

Implemeriting the Mitie way
of seliing and retairing work
and developing and sharing
best practice.

Accelerating value creation
through a greater understanding
of customers' needs.

Target emerging markets,
Continue to engage with
opportunities that have scope
for innovative solutions.
Continue activities around
thought leadership events.
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Principal risks and uncertainties

Business resilience

An inability to effectively respond to global events, such as a pandermic
or supply chain disruption and/or a catastrophic event at a key business
location could result in significant business interruption. The effect on
employees, customers, and the supply chain, could result in severe
consequences for the financial heatth and reputation of Mitie’s business

Impacts on strategic pillars: Change in year:

New risk

also incorporates incident
at client site risk

Whilst COVID-19 15 now very much part of daily routine, there
remains a high possibility of ancther pandemic, given that four have
already occurred within the last century. Therefore, it would be remiss
Lo remove the threal of a pandemic allogether from Mitie's risk profile.
Similarly, external assessments relating to: the threats posed from
terrorist attacks, either physical or cyber related; cimate challenges;
and the ongoing position relating to the post Brexit landscape
combined with the consequences of COVID-19, highlight the
importance of Mitie managing any disruptive risks which could
negatively impact its organisational resilience.

Mitie delivers services to clients at a number of iImportant and
high-profife sites across the country. These include locations with
substantial hustorical and cultural significance and high level of scrutiny
by governmental bodies, media organisations and the general public.
If a major incident occurred at one of these sites, whether through the
negligent or deliberate act of Mitie staff, it would attract a large amcunt
of publicity and have a highly negative impact on Mitie’s reputation.

It would alsc be likely to limit the Group's chances of winning future
contracts and potentiaily mairttaining current clients.

In order to make sure this risk is managed, it is important that Mitie
has appropriate policies and processes in place, which clearly set out
its expectations of staff and ensure that its business remains resifient.
Mitie also needs to communicate these effectively and deliver regular
and relevant training to staff. In addition, it is impartant that Mitie
ensures staff have been appropriately vetted to determine who is
elgible to work on particular contracts and sites, so that the speafic
requiremerts of clients are met.

It is also mecessary to have effective business continuity plans in place
for its operations, including its services outsourced to companies based
in India, so that Mitie is able to continue to deliver a high-quality service
to clients in the event of a disruptive incident, Shauld an incident occur,
a comprehensive and tested crisis response plan is essential to minimise
the impact to staff. cients, the public and the environment.

Qur strategic pillars Change in year
Customer: build market-leading positions ¥  Decreased
in higher growth segments and increase
customer NPS

4 P Stayed
Pecple: create a ‘Great Place to Work’ the same
for our employees
ploye A Increased

Technology: embed technology
into the heart of our offering

Cost: strengthen our balance sheet and
maintain cost discipline to remain competitive

Key policies and associated
operating procedures in place.
Dedicated Risk team and G5GC.
Regular testing of crisis
management and business
continuity, including MGX-led
simulations.

Stringent governance controls
including aversight from Risk
Committee, with regufar
reporting to the Audit
Committee and Board.

Close monitoring of supply
chain to ensure continuity

of eritical supplies.

Internal and external
complance audits.

Critical Engineering and
Technical Assurance programme
implemented in Technical
Services to help manage
high-risk contracts.

Technical Appointments
framework used in Technical
Services 10 ensure that correct
capabilty/resources are deployed
on customer sites/contracts to
help mutigate risks.

Insurance cover is in place to
cover business interruption.
Themes and root causes
monitored from the results

of audits to target specific
actions, induding training.

* Seeking certification to validate
operating in accordance with 15O
22301-2019.

Ongeing contingency planning
for managing the COVID-19
impacts on both the business
and its suppliers and the post-
Brexit landscape through the
COVID-19 and Brexit Readiness
working graups.

Continuous horizon scanning
via GSOC with regular alerts to
teams on potertial threats and
significant events.
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Principal risks and uncertainties continued

I
Principal risks and uncertainties

@ Employees

Inability to recruit, retain and reward suitably talented employees,

as well as failure to implement appropriate developmenit plans and
simple, cansistent processes across the business and cultivate a

One Mitie culture, could result in employees being disengaged and
negatively impact the Group's operational and financial performance.

Impacts on strategic pillars: Change in year:

A

During FY21, the COVID-19 pandemic, Brexit (specifically changes
relating to the Right to Work/Settlement Scheme). and the acquisition
of Interserve with its 27,500 employees joining Mitie, have reinforced
the importance of managing the Group's employees effectively. Its
people are Mitie's biggest asset and underpin everything it does. For
the success of the business it is important that Mitie continues to
recruit, develop, motivate, and retain talented individuals. An inability
to do this would have an adverse impact on the profitability of
contracts as well as their successful delivery.

Mitie needs to have the right level of experience and expertise
available and be able to develop a culture of high standards of
achievement, compliance to the Mitie values and good governance
and control. In order to achieve this, Mitie also needs to provide
development opportunities for its employees to enable them 1o
reach their full potential.

For a successful integration of Interserve, it is important that Mitie
maintains stability and consstency particularly around its senior
leadership team to provide high-quality direction for the business, and
actively seek to promote the ‘One Mitie' way of operating across the
business to ensure greater consistency in processes and controls,
guarantee all employees respond positively to the implementation of
forthcoming change initiatives, and facilitate searnless movement of
staff acress the Group. It s abko vital in the short term that the changes
associated with Brexit, specifically the Settlement Scheme, are
maraged both effectively and efficently.

Controls and mitigating actions Future plans

Consistent HR resourcing
process and system across the
Group for both temporary and
permanent recruitment.
Process in place for online
traning and development.
Training and development
programmes for senior
leadership.

Ueveloped talent identification,
management, and development
framework.

Clear performance management
framework.

HR structure streamlined

and partially devolved to
business units,

Laundch of new induction
programme, mandatory

for new starters,

Regular communications from
leadership team — including MGX
country-wide roadshows,
Specfic plans develcped

to address results of

employee survey,

Competitive remuneration,
terms, and conditions.

Regutar employee offers.
Succession plans in place

for critical roles, espedally

for senior leadership.
Established Brexit fora for
overseeing compliance with
the Settlement Scheme, as

well as cther mandatory
people related changes.

Attraction strategy to be
developed and deployed
centred around employee

‘deal’ promoting benefits and
development opportunities.
Grading framework to be
deployed to allow employees to
understand where they fit in the
business and their potential for
career development.

Benefit enhancement

plan In development with
frontline focus.
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Principal risks and uncertainties

Third-party management

Failure to successfully manage strategic third-party relationships or a
catastrophic event and/or failure involving a third-party partner, could
impact Mitie's ability to deliver contractual outcomes, resulting in
financial losses and in some arcumstances leading to fines and
significant reputational damage.

Impacts on strategic pillars: Change in year:

New risk

Mitie maintains a number of third-party relationships and spends
c£1.35bn on an array of supplies and services. A number of these
supplies and services are critical to ensuring that dlients continue to
deliver ther respective operations.

The scale and impact of both COVID-12 and Brexit, bath in the UK
and internationally, has heightened the possibiiity of disruption or
failure to some of Mitie's key third-party partners occurring. This risk is
compounded by transitional activities following the acquisition of
Interserve, which involve the amalgamation of supplier frameworks.

Aninability to effectively manage risks related to third-party
management could have serious financial and reputational ramifications
for Mitie. Furthermore, due to there being significant dependencies in
this area, the consequences of not managing third parties effectively
and efficiently could also have serious implications on the management
of Mitie's other prinapal risks. As a result, it s vital that Mitie maintains
a rigorous framework for managing both its subcontracters and
suppliers, and that this is systematically reviewed.

Our strategic pillars Change in year
Customer: build market-leading positions v Decreased
in higher growth segments and increase
customer NPS T s e

4 P Stayed
People: create a ‘Great Place to Work' the same

for our employees

A Increased

Technology: embed technology
into the heart of our offering

Cost: strengthen our balance sheet and
maintain cost discipline to remain competitive

Key policies and associated
aperating procedures,
Dedicated Procurement and
Commercial teams.

Mitie First approach adopted.
Project Forte driven
improvements under

Supply Chain Management
waorkstream. including enhanced
supplier audits, improved
invoicing capabilities, MSAs

and job automation,

Rigorous on-boarding
framewocrk.

Defined SLAs and key
performance indicators.
Ongoing spending review.
Dedicated risk management and
assurance procedures including
targeted QHSE assurance
programme and Internal Audit
to ensure internal controls are
operating effectively.
Appointment of COVID-19 and
Brexit Procurerment leads.
Ongoing review of third-

party business continuity
arrangements, with regular
reporting to the Group Risk
Team as well as COVID-19 and

Brexit Readiness working groups.

* Implementation of
Digital Supplier Platform
recommendations
following review.

* Ongoing delivery of Project
Forte initiatives.
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Viability statement

Viability
statement

The UK Corporate Governance Code requires the Board to explain
how it has assessed the prospects of the Group and state whether it
has a reasonable expectation that the Group can continue to operate

and meet s liabilities, taking into account s current position and
principal risks.

The Group's principal markets and strategy are described in detai!
in the Strategic Report (pages |0to 12).

The key factors affecting the Group's prospects are:

* Mitie is the leading UK facilities management business with €.7%
of the market:

+ The outsourcing market is relatively insensitive to economic cydes;
Mitie has a clear vision for its technology-centric growth strategy
Mitie is raking good progress on its transformation and integration

programmes; and

the largest of which constitutes <5% of revenue.

The Directors believe that a three-year period 1s appropriate for their
viability assessment as it 1s supported by Mitie’s strategic, budgeting and
business planning cycles and is relevant to the duration of the Group's

existing contracts with customers which is around three years on

average. It therefore represents a timeframe over which the Directors

believe they can reasonably forecast the Group's performance.

In making this statement, the Dwrectors have carried out a robust

assessment of the emerging and principal risks facing the Group. including

those that would threaten its business model, future performance,

solvency cor liquidity. This includes the availability and effectiveness of
mitigating actions that could reafistically be taken to avoid or reduce the
impact or occurrence of the underlying risks. In considering the likely

effectiveness of such actions, the condlusions of the Board's regular

menitoring and review of risk management and internai control systems,

as described on pages 54 to 65, are considered.

As set out in the Chief Executive's strategic review (pages 19 to 21},

the Covid-19 pandemic has had an impact on Mitie's business, with
reduced discretionary activities in some areas balanced by new

business in other areas. The rights issue in July 2020 and subsequent

acquisition of Interserve have significantly strengthened Mitie's
business and future prospects.

Base case projections for viability purposes have been made using
prudent assumptions:

+ Modest revenue and margin growth beyond FY22;
* No major changes In working caprtal;
« Future dividends in ine with current policy;

« Settlernert of existing provisions according to best estimates together

with funding costs for ongoing transformation actvities; and
* No changes to group structure.

The resulting financial model assesses the ability of the Group to remain

within the financial covenants and liquidity headroom of its existing
cornmitted facilities.

The Group's £250m revolving credit facility and £121.5m of US Private
Placement notes mature in the forecast period. The Directors consider
1t réasonable to assume that the revolving credit facility, operated for
general business purposes, will be refinanced on materially similar terms.
The Group also utllised £51m of invoice discounting at 31 March 2021,

which the Group 1s not dependent upen for iquidity, covenant
compliance or viability purposes in the base case scenario.
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Mitie has a diverse partfolio of blue-chip and public sector clients,

A range of scenarios that encompass the principal risks were applied
1o the base case and are set out in the table below. The analysis also
considered a reverse stress-test scenario to lustrate the revenue
reduction required to cause a breach of the interest cover covenarit.

Scenario Principal risks
I Major chent insolvency — lost revenue, 10
operating profit and cashflow
2 Ne incremental integration synergies |
beyond those already achieved
3 5% year-on-year revenue reduction 3,4546.8
4 2% gross margin ercsion 379
5 No refinancing in the forecast period 2
6 Reverse stress test nfa

In each of scenarios [-5 the Group was able to continue operating
within debt covenants and liquidity headroom, Scenario é required such
an extreme reduction in revenue that it is considered to be a remote
likelihcod and therefore does not represent a realistic threat to the
wiability of the Group. In reaching the conclusion of remote. the
Directors considered the following:

* Reviewing how the Group has traded since the impact of COVID-19
started, up to the end of May 2021 and in light of the continued easing
of UK lockdown measures and artticipated economic recovery.

+ Revenus would need to dechne by approximately 20% in the year
ending 31 March 2022 compared to the base case, which s
considered to be very severe given the high proportion of Mitie's
revenue that is fixed in nature and the fact that in a COVID-hit yean
Mitie's revenue exduding Interserve declined by only 1.6% n the year
ending 3| March 2021

= Inthe event that results started to trend significantly below those
included in the Group cash flow model, additional mitigation actions
have been identified that would be implemented, which are not
factored into the reverse stress test scenarios. These indude
cancellation of discretionary bonuses and reduced discretionary
spend, including capital investrnents.

The Directors considered mitigating factors that could be ermployed
to counter the negative effects of the crystallisation of each of these
risks. The main actions included the short-term scaling down of
capital expenditure, overhead efficiency measures, asset disposals,
and reductions in cash distributions or raising equity. These ritigating
factors ensure the Group can continue to operate, even without a
successful refinancing,

Based on this assessment, the Directors have concluded that there is
areasonable expectation that the Group will be able to continue in
operation and meet s llabilities as they fall due over the three-year
pericd to 31 March 2024.

The Strategic Report on pages 2 to 66 of Mitie Group plc, company
registration number SCC9230. was approved by the Board of
Directors and authorised for issue on 10 June 2021,

It was signed on its behalf by

Phil Bentley
Chief Executive Officer

Simon Kirkpatrick
Chief Financial Officer

DocuSigned by: DocuSigned by:
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A standard
bearer of
the Industry

We work best with our customers when
we collaborate. We aim to be the trusted
partner for our customers helping them
create exceptional workplaces.

50%

Male/Female on Board

21%

Senior Leadership Team
are Female

Governance

68

69
72

Chairmans introduction to governance and
the Board

Board of Directors

The Code: Board leadership and comparny
purpose

The Cade: Division of respensibilities

The Code: Composition, succession and
evaluation

The Code: Audit. risk and internal control
The Code: Remuneration

Nomination Committee report

Audit Committee report

Directors' remuneration report and policy
Social Value & Responsible Business
Committee report

Disclosure Committee report

Directors' report

Statement of Directors’ responsibllities
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Corporate Governance

Chairman’s introduction
to governance and the Board

Overview

Good governance is fundamental to creating and maintaining an effective
sustainable business. Accordingly, the Board remains committed to
reviewing, adapting and developing its governance processes and
procedures to ensure it meets its responsibilities to shareholders and
wider stakeholders for the Group's activities and long-term success.

To support this, the Board receives regular updates on the latest
gavernance advice and guidance. This is facilitated in numerous ways
including reports prepared by the Company Secretary for each Board
meeting, communication with members of the Company Secretariat
team when required and relevant papers and publications uploaded to
a dedicated area of Mitie's electronic board portal which is accessible
by all Board members.

UK Corporate Governance Code and statement

of compliance

The Company s subject to the July 2018 edition of the UK Corporate
Gavernance Code {the Code). a copy of which can be found on the
Financial Reporting Council’s website at www .fre.orguk. The structure
of the governance section of this Annual Report follows that of the
Code. Pages 72 to 90 provide details of Mitie's governance framework
and how we have applied the Code’s principles and complied with its
provisions, Additional details can be found throughout this Annual
Report. Relevant sections of the Code are applied te Mitie's subsidiary
companies where appropriate.

| confirm on behalf of the Board that throughout the year ended
31 March 2021 the Company complied with ail the requirements
of the Caode.

Stakeholder engagement

As a Board, we remain committed to best practice corporate
governance, stakeholder engagerment and the long-term delivery
of sustainable shareholdar value. Effective engagement enables the
Board to ensure stakeholder interests are considered when making
strategic decisions.

The Board spent time in FY21 discussing key stakeholders, engagement
mechanisms and the issues that matter to those stakeholders. The
Board's stakeholder map has been reviewed and updated to include
specific actions taken in response to feedback received. More
information on this can be found on pages 48 to 53.

The stakehofder map has supported the Board's inclusion of the
required Section 172(1) statement within this Annual Report. This year's
statement focuses on several key decisions made by the Board during
FY21. the Board's consideration of their impact on key stakeheolders, the
consequences of the decisions in the long term. and actions the Board
has taken, and endorsed, in response to their discussions. The Section

1 72{1) statement can be found on pages 42 to 45

The Board also discussed the wider stakeholder governance fandscape,
specifically considering how the reporting and review of stakeholder
rmetrics could be enhanced to ensure the Board remains abreast of
stakeholder perception of the Group. Ensuring these measures are
discussed and reviewed regularly allows the Board to react quickly and
efficiently to any change in stakeholder sentiment.
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Jernifer Duvalier continues ta act as the Company's designated Non-
Executive Director responsible for oversight of the Board's engagement
with the workforce. Jennifer has participated in Employee Listening
Events during FY21, predominantly virtually due to the pandemic,
thereby maintaining communication channels with the workforce

and ensuring that the views of those on the frontline are heard and
understood. Jennifer provides the Board with an update at each Boara
meeting so that these views are regularly voiced at Board level and can
be incorperated into the Board's decision-making process. Between
meetings, notes from jennifer's communications are made available to
the Board via an electronic board portal. Further detail on Jennifer's
role and activities is included on pages 80 to 81.

Board composition

On 17 March 202 |, Mitie announced the appointment of Simon
Kirkpatrick as Chief Financial Officer. Simon, who held the position of
Director of Group Finance prior to his appointment as Chief Financial
Officer, joined the Board with effect from | April 202 1. Further details
on Simon's appeintment can be found on page 93.

The Board considers the balance in its members' skills and experience
appropriate both from an overall Board composition perspective and
based on individual centribution. The biographies of the current
members of the Board and the Chief of Staff, General Counsel &
Company Secretary are set out on the following pages.

External Board evaluation

The Board is committed to ensuring upmost effectiveness and engaged
an independlent consultant, Belinda Hudsen, to conduct an external
Board evaluation during FY21

Further details on the evaluation, including the outcomes and future
objectives from the evaluation can be found in the Nomination
Committee report on page 92.

Derek Mapp

Chairman

DocuSigned by:
[Dml: Magp
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An experienced
Board of Directors

Derek Mapp

Non-Executive Chairman

Board Committees
Charman of the Nomination Committee

Date of appointment to the Board
9 May 2017

Other current appointments

Derek 15 a director of private companies
Imagesound Limited and Woodall Group
Limited, Derek also has several other private
business interests.

Past roles

Derek was Chair of Informa ple from March
2008 until his retirermnent on 3 june 2021.

He was also Char of Huntsworth ple from
Decernber 2014 ta March 2019. Previcusly he
was Chief Executive Officer of Tom Cobleigh
plc and Executive Chair of Leapfrog Day
MNurseries Limited. Historically he was Chair

of East Midlands Development Agency, Sport
England and British Amateur Boxing Association
Limited. He continues to have business interests
in hospitality in Cornwall and Derbyshire.

Skilis and experience

s Experienced chairman and entrepreneur

o Extensive career in ownership, managerial,
operational and commercial roles in
service Industres

s Wealth of commercial and governance
experience within vanous sectors

» Promotes robust debate and an gpen
and engaged culture

Phil Bentley
Chief Executive Officer

Board Committees
None

Date of appointment to the Board
I November 2016

Other current appointments
None

Past roles

Phil was Group Chief Executive Officer of Cable
& Wireless Communications ple from January
2014 until its sale to Liberty Global plc in May
2016. Prior to this he was a member of the
board of Centrica pic from 2000 to 2013 whilst
also Managing Director of British Gas from 2007
to 2013, Managing Director, Europe from 2004
to 2007 and Group Finance Director from 2000
to 2004. Phil's prior non-executive directorships
include IMI plc from 2012 to 2014 and Kingfisher
ple from 2002 to 2010. His earlier career was in
international roles with BP and with Diageo.

Skills and experience

» Executive and non-executive experience with
FTSE 100 companies for over 20 years

& Significant strategic and commeraial
experience at both national and glabal level

* Extensive executive and leadership
experience from across industry

» Extensive financial, audit and risk management
systems experience

* Accountant by profession, with a master’s
degree from Oxford University and an MBA
from INSEAD. Fomainebleau

Simon Kirkpatrick
Chief Financial Officer

Board Committeeas
None

Date of appointment to the Board
| April 2021

Other current appointments
None

Past roles

Sirmnon joined Mitie i July 2019 from Balfour
Beatty plc where he held a number of senior
finance roles including Finance Director for
Major Projects and Group Head of Financial
Planning & Analysis. Simon began his professional
career with Ernst & Young where he was a
director in the Energy practice.

Skflls and experience

s Significant UK and international plc experience

* Proven track record in transforming complex
contracting businessas

e Extensive financial, strategic and commercial
experience across 4 number of sectors

s Chartered accountart, with a law degree
from the University of Cxeter
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Board of Directors continued

An experienced
Board of Directors continued

Nivedita Krishnamurthy

Bhagat
Independent Non-
Executive Director

Board Committess
Member of the Audit Committee
Member of the Nomination Committee

Date of appointmant to the Board
! june 2017

Other current appointments

Nivedita is Chief Executive Officer, Global Cloud
Infrastructure Services at Capgernini SA. a
French publcly isted multinational corporation.
She is also a member of its Group Executive
Committee and a director of three of s group
comparies: Capgermint UK ple and CGS Holdings
Ltd {ooth unlisted) and Capgemini Outsourcing
Services GmbH.

Past roles

Nivedita has held several leadership roles

i Capgemint and was Head of Enterprise
Solutions, EMEA and Head of London
Development Centre at Infosys Technologies
Ltd from 1998 to 2010Q. Prior to this she was
a consultant in the corporate finance division
at KPMG India.

Skills and experience

* Significant international management
experience having worked across the UK,
Europe, US and India

* Experience in advising clients on technology
solutions with a view to enabling them to
increase shareholder value

s Several years of IT cansuting and 1T

outsourcing experience managing large

complex contracts

Strong sales orientaton having sold

global technology and dgnal solutions

10 global clients

* Deep P/L managerment with a focus on

top and boitom line

Qualified as a chartered accountant, with

a degree in Economics
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Baroness Couttie
Independent Non-
Executive Director

Board Committess

Chair of the Social Value & Responsible Business
Committee

Mermber of the Audit Committee

Member of the Nomination Commitiee

Date of appointment to the Board
15 November 2017

Other current appolntments

Philippa 1s a member of the House of Lords
European Union Committee and EU Financial
Affairs Sub-Committee. Philippa is also a
Commissigner with the Guernsey Financial
Services Commussion and a member of their
Investment Committee and Audit Committee.

Pazt roles

Philippa led Westminster City Council from
20172 1o 2017. She was a member of the Polling
and Digital Media Select Committee from 2017
to 2018, and a member of the Greater London
Authority Crime Reduction Board from 2017
t0 2014,

Prior to progressing her career in public service,
Phiippa was a director at Citigroup. She was also
previousty Chief Executive of both Cornerstone
Communications and PR Consultants,

Philippa has served as a non-executive director
on several boards, including Royal Parks and the
London Local Enterprise Partnership.

Skills and experience

* Extensive experience of the financial sector,
developing corporate strategy and executing
change management

e Vast experience in both public and private
sector at the most senor level

¢ Ennobled and joined the House of Lords
n 2016

s An honours degree from the University
of 5t Andrews in Psychology
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Jennifer Duvalier
Independent Non-
Executive Director

Board Committees
Chair of the Remuneration Committee
Member of the Nomimation Committee

Date of appointment to the Board
26 July 2017

Other current appointments

|ennifer 1s Non-Executive Director and Chair of
the Remuneration Committee of Guardian
Meadia Group ple, Non-Executive Director and a
member of the Remuneration. Nomination and
Cyber Security Committees of NCC Group plc
and Senior Independent Director and a member
of the Audit and Risk. Nomination and
Remuneration Commyttees of Tranline plc.
fennifer s aiso Director of The Cranemere
Group Limited where she 15 also Chair of the
Sustainability, People & Diversity Committee,
and a mermber of the Coundl of the Royal
College of Art where she 15 also Chair of the
Remuneration Commttes.

Past roles

Jenmifer was Executive Vice President, People.
for ARM Haldings ple, a global technology
business, from September 2013 to March 2017
and was also an executive committee member
with responaibility for people and internal
communications actity.

Skills and experience

» | eadership develapment, talent acquistian
and management and succession planming

® Mentoring and coaching

* People strategy. orgarusation development
and change managerment

* Employee engagement and internal
communications

* Corporate social respensibility

* Executive remuneration and performance
management

* Executive team and Board effectiveness

« MA {(Hons from the University of Oxford in
English and French



Mary Reilly
Independent Non-
Executive Director

Board Committees

Chair of the Audit Committes

Member of the Rernuneration Committee
Member of the Nomination Committee

Data of appointment to the Board
| September 2017

Other current appointments

Mary is Non-Executive Director and Chair

of the Audt Cormmmittee of Essentra plc, an
international supplier of specialist plastic, fibre,
foam and packaging products. She s also Non-
Executive Director and Char of the Audit
Committee of Travelzoo and Independent Non-
Executve Director of Gemfields Group Limited.
Her current trusteeships include the Invictus
Garmes Foundation and POSA.

Past roles

Mary was Non-Executive Director and Chair of
the Audit Committee of Ferrexpo plc, an iron
ore mining company, from 2015 to 2019. She
was also Non-Executive Director and Chair of
the Audit & Risk Committee of the UK
Department of Transport and of Crown Agents
Lirnited, an international development cornpany,
fram 2013 to 2017, Prior to this Mary was Non-
Executive Director of Cape plc, a global
industrial services company, from 2016 to 2017,
She has served as a non-executive director on
several other boards since 2000. Mary was a
partner in Deloitte LLP (and predecessor firms)
for aver 25 years. Mary was an Audit Partner in
the UK specialising in manufacturing, luxury retail
and business services. She also headed a unit
offering outsourcing capability.

Skills and experience

¢ Accounting, finance and international
managernent experience

» Chartered accountant, with a degree from
University College London in History
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Roger Yates
Senior Independent
Director

Board Committees

Member of the Nomination Committee
Member of the Audit Committee
Member of the Remureration Committee

Date of appointment to the Board
| March 2018

Qther current appointments

Roger is a Non-Executive Director and Charr of
the Remuneration Committee of Jupiter Fund
Management plc. He is also Seniar Independent
Director and Chair of the Remuneration
Committee of St James's Place plc.

Past roles

Roger started his career in asset managerment at
GT Management in 1981 and held positions of
increasing seniority at Morgan Grenfell, LGT

and Invesco. He served as Chief Executive of
Henderson Group ple from 1999 to 2008 and as
Chief Executive of Unicredit's asset management
arm, Fioneer Investrments.

Roger's non-executive roles have included F&C
Investments, 1G Group ple, Electra Private Equity
plc and |PMorgan Elect plc.

Skilis and experience

* Substantial board experience

¢ Strong business track record

¢ Extensive knowledge of the finance and
nvestment community

Peter Dickinson
Chief of Staff, General
Counsel & Company
Secretary

Board Committees
Member of the Social Value & Responsible
Business Comrnittee

Date of appointment
& March 2017

Other current appointments
Nene

Past roles

Peter was a partner at the global law firm Mayer
Brown International LLP (and its predecessor
firm} between 1995 and March 2017, From
2015 until March 2017, Peter co-headed Mayer
Brown's global Technology Transactions practice.
Between 2005 and 2015, Peter was the head of
Mayer Brown's Corporate practice in London. In
addition, between 2008 and 2015, Peter was the
cohead of Mayer Brown's global Corporate
practice, with specific responsibility for strategy

Skills and experience

= Substantiai experience advising on corporate
advisory, mergers and acquisitions, joint
ventures and other significant commercial
transactions including large scale roulti-
jurisdictioral outsourcing projects

» Qualified solictor, with a degree in law
from the University of Southampton
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Corporate governance continued

The Code: Board leadership
and company purpose

Governance at a glance

ANy purpose )
As detailed on page 4 of the Strategic report. the purpaose of the
Company is to create exceptional wark environmernts.

Purpose of the Board

The purpose of the Board is to provide leadership and direction to the
Group's management within a framework of controls which enable risk
1o be adequately assessed and managed. The Board is responsible and
accountable to shareholders for the sustainable long-term success of the
Cornpany. Subject to UK company law and the Articles of Association,
the Directors may exercrse all the powers of the Company, may
delegate authorities to Committees, and may delegate day-to-day
management and decsion-making to individual Executive Directors. The
purpose of each Committee to which the Board has delegated parts of
its responsibilities is summarised below and set out in more detail in the
Committee report.

Governance framework

The Company's formal governance framework underpins the
Campany's operations. In addition to the four Board Committees
detailed below, the Board has a Disclosure Committee which meets
on an ad hoc tasis {further detail can be found on page | 23} and an
infarmal Bid Committee. The Bid Committee comprises the Chuef
Executive Officer, Chief Financial Officer, Chief of Staff, General
Counsel & Company Secretary, Chief Government & Strategy Officer
and members of the sales team. The Bid Committee meets weekly to
consider any matertal bid submissions and to determine whether such
bids meet the Group's financial, commercial and legal cbjectives.

Terms of Reference for the Company’s Board Committees are available
at www.mitie.com/investors/corporate-gaovernance.

— e

i—F‘ L

Nomination Committee Audit Cammittee
Furpese: to evaluate and make Purpose: ta monitor the integrity of
recommendations regarding the the Group's firanaal reporting,

review the effeciiveriess of the
Group's interna controls and
evaluate the performance of the
internal audtt function and external
auditor.

composition, diversity, experience,
knowledge, skills and independence
of the Board and its Committess,

Remuneration Committee
Purpose: to deterrmine and review
the Company's remuneration policy
and monitor its implementation.

Social Value & Responsible
Business Committee

Purpose: to drive the Group's social
value and responsible business
agenda and ensure the Group's
conducts its business ina
commeraally responsible way.

L—_l_j_ l

Mitie Group Executive (MGX)

Members of the executive team, who Include sepor members of managerment fram each business unit and central group functions,
meet weekly 10 discuss and implerment the Group's strategic objectives.

Business divisions

Business Services, Certtral Governmerit & Defence, Communties,
Techrical Services and Specialist Services,

Read more:
Board pages 7210 90
Nommation Comimittee pages 91 to 93
Audit Committee pages 94 to 98

Remuneration Committee

Social Value & Responsible Business Commitiee

72 Mitie Group plc | Annuat Report and Accounts 2021
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Membership of Board Committees
Social Value &
Nomination Audit  Remunerstion
Fotition Name Committee Committes Commitiee Committee*
Chairman Derek Mapp Char - - - v
=
Executive Directors Phil Benitley - - - - B
oa,
: - ‘ n
Simon Kirkpatrick** - - - 3
Andrew Peeler®* - - - - B
—— P i =
tald
Independent Non-Executive Directors Nivedrta Krishnamurthy Bhagat Member Member - -
Baroness Couttie Member Member - Chair
Jennifer Duvalier Member - Chair -
Alan Lovel(*** - - _ -
Mary Reilly Member Chair Member -
Roger Yates Member Member Member
*  Membership of the Social Value & Responsible Business Committee includes senior management as detaled on page 12|
#* Simon Kirkpatrick was appomted to the Board on | April 202 | and replaced Andrew Peeler who resigned from the Board on 31 March 2021 In)
#*% Alan Lovell. Charman of Interserve Group Limited, was apponted o the Board on 1 January 202 | following Mitie’s acquistion of Interserve Facilities Managemenit from How Group Limited (a 2
subrschiary of Interserve Group Limited) on 30 November 2020 Alan Lovell resigned from the Board on 5 March 2021 following the sale by How Group Limited of shares representing 10.5% of 2
the Cormpany's ssued share caprtal 2
a
(]
Gender diversity Director age range
asat 31 March 2021 asat 31 March 202!
@ female 4 @& 4150 1
@ Male 4 @ 51-60 3
@ 51-70 4

o
=
A
3
o
&
w
[ed
&
o
E
[
3
[
w
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Corporate governance continued

Setting strategy

The Board reviews and agrees the strategy for the Group on an annual basis and reviews aspects of strategy at Board meetings during the year.
The Board considers a wide range of matters when setting Group strategy nciuding, but not limited to:

» Market overview

s Customer trends

* Competitor environment

s Investor sentiment and shareholder returns

& Divisional business strategies

« Environmental. Social and Governance (ESG}) and sustainability
+ Finance

» Feople and tafent

A strategy day was held in September 2020 which all Directors attended. On the day, the Board discussed the impact of COVID- 19 on Mitie’s business
madel, Interserve Facilities Management (Interserve) integration strategy ncluding measures of integration success, wider Group strategic methodolagy
and recommendations, target operating model and execution risks,

How governance contributes to the delivery of strategy
Details of how opportunities and risks to the future success of the business have been considered and addressed, and the sustainability of the
Company’s business model can be found in the Strategic report on pages 8 to 9. Mitie's governance framework underpins the delivery of strategy and

can be found on page 72. An overview of Mitie's strategy in action can be found on pages 12 to 13,

Boardroom discussions

The Board held ten formal scheduled meetings during FY2 1. Individual Director attendance at each reeting and a timeline setting out stakeholder
related events attended by members of the Board can be found on pages 83 and 74 respectively.

Between March 2020 and the end of june 2020 the Board also held weekly calis focused ot

 The operational impacts of COVID-19 and the measures needed to ensure Mitie's businesses were able to continue to operaie with minimal

disruption and deliver essential services to clients

» The impacts of COVID-19 on ermployees, including on their health and safety. and employee views communicated through 'Grifl Phil', Jennifer Duvalier

as Designated NED ang other employee communication channels

» Measures to be taken to preserve the finanaal strength of the Group in light of developments in the COVID-1 9 pandemic

Cther Board activities during FY2 | included those set out below. In undertaking their duties, the Directors act in a way they consider, in good farth, will
be most likely te promote the success of the Company for its sharehalders as a whole, having regard alse to other stakeholders.

Board activities:
Stakeholder engagement

Members of the Board attended several
stakeholder events during FY2I.

74 Mitie Group plc | Annual Report and Accourts 2021

June 2020

Held a virtual Town Hall event and
The Big Equakty at Mitie Surmmit,
with all colleagues invited to jom

June 2020
Employee engagement survey
responses discussed by the Board

June and July 2020

Held [-1 meetings with institutional
nvestors following publication of
the FY20 results and in connection
with the rights issue

June to November 2020
Held I-1 meetings with nstitutional
irmestors i connection with the
acquisition of Imterserve
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Strategic pillar:

Customer: Bulld markat-leading positions in higher growth sectors, deliver bast in class customer services (a3 evidenced by industry leading NIPS) and focus on extending the
Retime value of strategic clents

Interserve acquisition and integration The Board debated and approved the acquisition of Interserve which completed on 30 Novernber 2020. Regular updates
on integration activities were provided to the Board and discussed at meetings.

Further detail on Boardroom discussions relating to the acquisitian can be found in the Section 172(1) staterent on
pages 42 1o 45

Net Promoter Score A Net Promoter Score survey was conducted, the results of which were discussed by the Board at its March 2021 meeting.
The survey involved 959 customers from Mitie’s top 442 accounts being asked how likely they were to recommend Mitie to
a fmend or colleague and for feedback on Mitie’s COVID- | 9 response. Further detall can be found on page 17,

1lodas gareng

UK exdt from European Unlon (Brexit) The Board was regularly updated on the operational and commercial impacts of Brexit on Mine's business, including on
general preparations with key strategic and business critical suppliers, and contingency planning owing to uncertainty as to
future trading relationships with the European Union.

Paople: Create a ‘Great Place to Worl’, be the ‘Employer of Choice’ generating soclal value and b ing 3 8 leading ESG company

Employee engagement The Board received and discussed the resutts of the March 2020 employee engagement survey. Upload, and agreed actons
to be taken in FY2 1. Regular updates on employee related matters, including learning and deveiopment. rewards and
benefits, employee appraisal outcomes and talent and recrutment, were also received and discussed.

Diversity The Board was updated on Mitie's bespoke conscious inclusicn programme, Count Me In. Approx. 6000 employees took
part in the programme’s introductory exercise.

Employee voice in the Boardroom Jennifer Duvalier voiced what she heard and learnt from fronthine employees at Employee Listening Events and discussed
key themes with the Board. After each employee event Jennifer also shared a summary of specific tems of feedback with
the Board via an electronic board portal Reading Room'.

Jennifer Duvalier is Mitie's designated Non-Executive Director responsible for oversight of the Board's engagement with the
workforce. Further information on Jenrufer Duvalier's activities in this role can be found on pages 80 te 8|

DIUTUIDADD

Social value The Board was updated on progress n Mitie's social value inttiatives including:
o Launch of Mitie’s ‘Giving Back programme for employee voluniteering
& Plan Zero education intiatives for empioyees

COVID-19 The Board regularly discussed the impacts of COVID-19 on employees, inclucing on their heafth and safety and employee
views communicated through puise surveys, ‘Gill Phil' and other channels.

The Board was also updated on employees’ response to initiatives taken in response to COVID- 192 including:
o Access to a virtual GP serwice for all employees

* Anextra day of holiday in FY2| for all frontline employees

» Life assurance for all permanent and fixed term employees

+ Implementation of an Agile Working Policy

Interserve Integration The Board was updated on employee sentiment and feedback on the integration of Interserve, induding on the thematic
outcomes of a pulse survey conducted i January 2021 in which nearly 2000 employees shared how they were feeling
about the integration.

SIUILUSIRIS |RIDUBLHY

July 2020 November 2020 February 2021 March 2021
General Meeting to approve the Gereral Meeting to approve the Plan Zero anniversary call with all Cabinet Office Partnership
rights 1ssue and 2020 Annual acquisition of Interserve colleagues invited ta join Executive Meeting
General Meeting

December 2020 February and March 2021 March 2021
October 2020 Held a “"New Mitie Day | virtuat Engagement with a significant Government Customers: One
Virtually held Mitie's Big Equality meeting with all colleagues from proportien of major shareholders Government Day
Summit #2 with all colleagues across Mitie and Interserve invited on rermuneration policy matters
invited to . March 2021

jemn tojoin .
Client Net Promoter Score survey

October 2020 responses discussed by the Board

Cabinet Office Strategic Supplier
Annual Review
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Corporate governance continued

Strategic pillar:

Technology: Embed Intelligent tachnology imto the heart of cur offering, reduce cost to serve and lead the Indurtry in digital transformation and decarbonisation

Project Forte

The Board was regularly updated on Project Forte, the digital transformation and modernisaticn of the technclogy
infrastructure for Engineering Services.

SAP implementation

Aria | ESME

The Board was regularly updated on the project to maove Engineering Services off the Orade finance platform and
Interserve off the AX| 2 finance platform onto SAP. implementation of SAP is expected to bring better control as it allows
greater automation and contral of transaclion processes.

The Board was regularly updated on Ariz product development and roll out,

Avia allows for the reporting of faclities management issues through ESME, Mitie's chatbot, which links to dient Computer-
Aded Faciities Management systems to raise and process jobs,

Cost: Strengthen our balance sheet and maintain cost discipine to remain compethive

Rights lssue

The Board debated and approved the decision to seek shareholder approval for the 11 for 5 nghts ssue announced on 25
June 2020 {the Rights Issue). Further detall on Boardroorn discussions relating to the Rights Issue can be found in the Section
172(1) statement on pages 42 to 45.

Re-financing

COVID-19

The Board debated and approved an agreement with holders of its US Private Placernent Notes and lenders to its
Revolving Credit Fanlity to grant covenant amendments and an extension to the Revolving Credit Fadility, conditianal upon
completion of the Rights lssue. Further detall on Boardroom discussions relating to the re-financing can be found in the
Section | 72(1) staternent on pages 42 to 45.

The Board discussed measures taken to preserve the finandial strength of the Group in light of developments in the
COVID-19 pandemic, ncluding self-help measures and the use of certain Government inttiatives.

Further detal on Boardroom discussions relating to self-help measures and the use of Government initiatives can be found
inthe Section | 72(1) statement on pages 42 to 45.

The Board reviewed and approved the half-yearly financial report and Annual Report and Accounts,

The Board had delayed the review and approval of the Group's budget for FY21 from its March 2020 meeting to allow the
impacts of COVID-19 to be more fully considered, The Board reviewad the Group's FY21 budget at fts June 2020 meeting
and further reviewed and approved the Group's FY2 | budget at its July 2020 meeting. The Board reviewed and approved

T6 Mitie Group plc | Annual Report and Accounts 2021
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Standing agenda items:

Committes updates At every Board meeting a verbal update was provided by the charr of each Board Committee. Updates induded an
overview of the Committee meeting and any recormmendations from the Comrittee requining approval by the Board.

Chief Executive Officet’s update At every Board meeting the Chief Executive Officer presented a paper on topics such as:

+ financial highlights

+ Business development
+ Sector considerations
* Customers

1odau o13aneng

s Sales
¢ Information systems and technology
+ Key project and dwisional updates

Chief Financial Officer’s update At every Board meeting the Chief Financial Officer presented a paper on topics such as:

* Financial performance of the Group
¢ Finance madernisation

Chief of Staff, General Counsel At every Board meeting the Chief of Staff, General Counsel 8 Company Secretary presented a paper on topics suich as:
& Company Secretary’s update o COVID-19 response

* (QHSE performance, strategy and ndicator statistics
+ Any significant incidents/accidents

* Reportable and recordable events

* Fleet road safety and electric vehicle numbers

+ HR and employee matters

+ Procurement

* Irternal cornmunications and engagernert

Q
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* External communications and public affars
+ Whistleblowing

* Material litigaticn

s Governance and regulatory matters

Investor relations At every Board meeting an investor relations report was presented on topics such as:

Share price performance

Investor engagement and feedback
ESG ratings

Analyst research and consensus
Share register analysis

Sector news

* & & & @»
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Corporate governance continued

Culture
at Mitie

Calture at Mitie is underpinned by its purpose: to create exceptional
work environments.

Mitie is the UK's leading facilities managemeant company, providing a
range of critical engineering, security, cleaning, and sustainability services
to customers across government and the private sector,

Mitie's people’s expertise and insight combined with its innovative and
technology-led approach, enables talored solutions that anticipate and
meet customers’ needs to create safe, secure and sustanable work
environmenits for colleagues, custorers and communities.

All Directors lead by exarnple and promote the desired culture.

How the Board assesses and monitors culture

Mitie's care values help define the behaviours of its people and underpin
its vision of The Exceptional, Every Day. An important element of
Mitie's culture is establishing a 'Cne Mitie' way of operating across the
business. The 'One Mitie’ way leads to consistent, high quality and
reievant information flows across the business (see more on Mitie’s
values on page 8).

These information flows together with direct erigagement frorm each
business are key to the Board's oversight of cultural matters. Set out
below are examples of how the Board monftors culture:

Ethics, whistleblowing, fraud and bribery

Mitie has an independent whistleblowing service to enable employees,
suppliers and third parties to report any concerns or wrongdoing
anonyrmously without any fear of retaliation. The service, which is
managed by an independent service provider, can be accessed via

a freephone number, a free online app or through the service
provider's website.

Details of the service are made available to employees via Mitie's
Employee Handbook and are displayed on Mitie's intranet and
workplace posters. Details of the service are also communicated to
suppliers via Mitie's sourcing portal and to other third parties via
www.imitie.com.

The whistleblowing service and related internal procedures are
structured to ensure that all reports are reviewed and investigated
independently from the area of the business to which they relate,
thereby minimising the risk of conflicts ansing.

All reports are copied to the Deputy General Counsel, to ensure
transparency and enable any trends across different divisions and
functions to be identified and addressed. An update on whistleblowing
actwity is provided to the Board at every Board meeung and to the
MGX as appropriate. The update to the Board includes details of
incident reports received in the period between meetings, together with
aggregated details of all reports receved since the launch of the service
in September 2017,
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QHSE/Livesafe

The health and safety of its people is the highest priority for Mitie as a
business. Mitie is constantly striving to develop a zero-harm workplace.
Coordinated by Mitie’s QHSE team, the LiveSafe programme was
launched in December 2018, This highlights the importance of
workplace safety and was developed out of the need to constantly
improve QHSE performance across the business. A non-financial QHSE
KPl is included in the Group's reporting: the lost time injury frequency
rate {read more on page | 7).

Measuring culture

Board members were not able to attend Mitie sites and speak to
employees face to face during FY21 due to the COVID- |9 pandemic,
however all-employee calls were held by Phil Bentley and the MGX
throughout the year. The calls included the ability for employees to ask
questions of management via a chat box (anonymously if preferred).
Whilst using this method alone as a way of assessing culture may not be
considered the most effective, it demonstrates the use of atternative
methods for Board and senior management interaction with the
workforce during the COVID- 19 pandemic. It is intended that members
of the Board resume site visits once the UK Government's guidelines on
social distancing allow.

Mitie also measures a number of non-finanaal KP's such as staff
turnover, employee engagement, Net Promoter Score and lost tme
injury frequency rate which allow trends and changes to be identified
and monitored.

Alignment of remuneration and culture

Successful people and arganisations are ciear about what they want to
actueve, how they are going to get there and their progress along the
way. The annual employee appraisal {MiReview) process allows Mitie to
set quality objectives in areas that really add value to the business, build
development plans that help colleagues achieve their objectives and
ensure pay reviews are carried out in a transparent way, related directly
to individual performance.

Details on Mitie's approach to mnvesting in and rewarding its workforce
are set out on pages 38 to 40 and Mitie's Real Living Wage commitment
on page 38.

Views of employees

Jennifer Duvalier is Mitie's designated Non-Executive Director
responsible for oversight of the Board's engagement with the
workforce, Jennifer champions the voice of Mitie employees at Board
discussions and participates directly in employee engagement inttiatives,
providing the benefit of further employee feedback for the Board.

Me's annual employee engagement survey, Upload, prowdes feedback
that can be acted upon by management to improve the experience of
working at Mitie. The resufts of the survey provide the Board with a
Group-wide snapshat of how emiployees rate Mitie's cutture and
employee engagerment. A timeline with details of how this information
reaches and is considered by the Board can be found below,
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Dats Action
March 2020

The 2020 Upload engagement survey was launched. The survey was open to all employees and could be completed
through several different mediums to enable maximum participation.

June 2020 Survey resutts were presented to the Board at its June 2020 meeting, The Board agreed next steps and a plan to address .
matters raised. 5
As Mitie's designated Non-Executive Director for woriforce engagement, Jennifer Duvalier worked dlosely with o§
management to analyse the resufts of the survey. Further detall on Jennifer’s activities in this role can be found on =
pages 80w 81, _§
July 2020 The "You Said. We Did' campaign was launched to highlight the work of management in addressing four key areas of focus 3

identified from the 2020 Upload survey results.

The campaign identified inttiatives introduced n direct response to employee feedback indluding: the launch of monthly “all
manager’ calls to update on Mrtie’s short-term and long-term goals; implementation of a career band frarework to facitate
a consistent, transparent and objective approach to managing benefits and reward, integration of SmartRecruiters,
SuccessFactors, SAP, WorkPlace+, Learring Hub and Concur to save the need for data rekeying and to remove the need
for multiple usernames and passwords, and the roll out of LiveSafe training for all employees.

| he: campaign was communicated to employees through several different mediums.

August 2020 — March 2021

Periodic updates on "You Said, We Did' inttiatives were communicated to employees.

Employees were actively encouraged to respond with further feedback on how the inrtiatives were progressing and their
thoughts on the impact that the initiatives were having, both positive and negative. This additional feedback allowed
management to review, consider and shape the initatves to ensure that they continued to effectively address the matters

raised in the Upload survey.

Stakeholder engagement mechanisms and Section 172(1)
statement

The Board acknowledges the importance of forming and retaining sound
relationships with all stakeholder groups. Accordingly, the Board
reviewed and discussed the Group's key stakeholders along with the
engagement mechanisms in place to ensure that they support effective,
two-way communication. These are kept under periodic review to
ensure on-going effectiveness. The Board maintains a stakeholder map
which s used to support the Board's reporting requirements under
Section 172(1) of the Companies Act 2006. More details on the Group's
stakeholder engagement mechanisms can be found on pages 48 to 53.
Details of stakeholder activities undertaken by the Board can be found
on pages 74 to 75. Details of activities undertaken by Jennifer Duvalier in
her role as designated Non-Executive Director responsible for oversight
of the Board's engagement with the workforce can be found on pages
80 to 81,

Mitie's Section 172( 1) statement detailing how the Board has engaged
with the Group's stakeholders and approached decisions made during
the year can be found in the Strategic report on pages 42 to 45.

Dialogue with shareholders

The Board is committed to ongoing and proactive dialogue with
shareholders. A full programme of formal and informal events,
institutional investor meetings and presentations 15 held throughout the
year. This programme of shareholder engagement aims to ensure that
the performance, strategies and objectives of the Group are clearly
communicated to the investment community and provides a forum for
institutional shareholders 1o address any issues. Mitie engages pro-
actively with the investment community. sell-side and buy-side analysts
and accommodates requests for meetings and calls with senior
managemerit from existing and potential institutional investors. The
programme is led by the Executive Directors with support from the
Investor Relations team.

In June. following publication of the FY20 results. | -1 meetings were
held with institutional investors.

I June and July, |-1 meetings were held with institutional investors in
connection with the rights issue.

In July, 2 General Meeting and the 2020 Annual General Meeting were
held in London. Due to the UK Government's guidance on social
distancing and prohibitions on public gatherings at the time, shareholders
were not able to attend these meetings in person. Sharehclders were
encouraged to submit any questions to the Board in advance of the
meetings via email. At the General Meeting the resclution authorising
the Directors to allot ordinary shares in connection with the Rights lssue
passed with more than 99% of the votes cast in favour. At the 2020
Annuat General Meeting all resolutions passed with more than 91% of
the votes cast in favour.

Between June and Navember, | -1 meetings were held with institutional
investors in connection with the acquisition of Interserve.

In Novemnber. following publication of the HY2 | results, meetings were
held with institutional investors.

In November, a General Meeting was held in London. As with the july
meetings, shareholders were not able to attend the meeting and were
encouraged to submit any questions to the Board in advance of the
meeting via email. At the General Meeting all resolutions, which related
to the acquisition of Interserve, passed with more than 86% of the votes
cast in favour.

In February and March, Mitie engaged with a significant proportion of its
major shareholders on remuneration policy matters. Engagement on
remuneration policy matters continued into FY22.

Ad hoc meetings were also held with institutional and retail investors
throughout the year,

The Board is regularly kept informed of investor feedback, stockbroker
updates and detailed analyst reports. A Board report is prepared by the
Group IR Director for every Board meeting as set out under
Boardroom discussions on page 77. The Chairman is responsible for
ensuring that the Board is made aware of any issues or concerns of
major shareholders, and the Chairman and Senicr Independent Director
are available to meet with sharehclders upon request, Committee chairs
seek engagement with shareholders on significant matters related to
their area of responsibilty. In the early part of FY22 the Chairrnan,
accompanied by a non-executive Directar, met all top ten shareholders
as part of an annual roadshow.

2021 Annual Genera! Meeting

Mitie's Annual General Meeting (AGM) will be held on 27 July 2021
at | 1.30am at Level |2, The Shard, 32 London Bridge Street, Lendon
SEI 95G and on an electronic platform.

Mitie is closely monitoring the impact of the COVID- |9 pandemic and
public heafth concerns and will review attendance restrictions if the UK
Government's guidance has changed by the date of the meeting.
Shareholders should carefully consider whether to attend the physical
meeting in the current circumstances.

The Board recogruses that the AGM is an important event in the
Company's corporate calendar, providing an opportunity to engage with
shareholders. Therefore, to maximise engagement whilst respecting any
restrictions and guidance on public gatherings, the Company will for the
first time hold the AGM as a combined physical and electronic meeting
{a hybrid meeting). This will enable sharehclders to attend the AGM
remotely and to vote and ask questions in real time. Shareholders will be
able to attend and vote at the AGM using electronic faciliies and ask
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Corporate governance continued

questions using either the telephone or electronic facilities — instructions
on how to do this are set out in the Notice of AGM.

The Board also encourages shareholders to appoint the chairman of
the AGM as ther proxy and provide voting instructions in advance of
the meeting in accordance with the instructions set out inthe Notice
of AGM.

Resources for shareholders and other stakeholders

Mitie has a specific area dedicated to investor rejations on its website
(www.mitie.com/investors) where the information detailed befow
can be found:

o Latest results including half-year and full-year resufts presentations
* Financial reports and calendar

» Shareholder information

* Share price toofs

« Corporate governance information

* Regulatory announcements

Designated NED for workforce engagement

jennifer Duvalier is Mitie’s designated Non-Executive Director
responsible for oversight of the Board's engagement with the
workforce. jennifer carried out a full programme of activities during
FY21 to encourage employees to share therr views.

Why Jennifer

Prior to joining the Board in 2017, Jennifer had a long career in HR
working in several large, people driven companies going through real
transformation. Jennifer brings this weafth of experience to Mitie and
therefore the Board considered Jennifer to be the Board member most
suited to becoming Miie's Designated Non-Executive Director for
workforce engagement.

Board expectations

The Board 15 at the forefront of the journey to make Mtie a great place
to work and is keen to understand the views of all employses and the
impact its decisions have on them.

|ennifer engages with the workforce on behalf of the Board and
provides a channel for employees in the boardroom. At regular Board
meetings, jennifer shares what she has heard and learnt with the Board,
using her insights to add an important perspective to discussions and
decisions. This ensures employee voices are heard and considerad as the
Board makes decisions that nfluence the future of Mite.

A surmmary of jennifer's discussions is also shared with the Board ahead
of meetings and, where there are specific matters raised, with members
of senior management to ensure those rmatters are considered and
appropriately addressed,

Jennifer’s thoughts

I have always come away from my visits, in
person and virtual, with a very strong and
positive impression of how dedicated our
frontline colleagues are to supporting our
customers, in very challenging circumstances,
and | emphasise this to my Board colleagues
in my reports back to them.

Given that Mitie is the sum total of our
people, this commitment is such a source
of strength, and is to be valued as highly as
our other assets.”

Site visits

Jennifer's role as Designated Non-Executive Director for workforce
engagement is supported by members of Miie's HR team. The team
approaches account directors and managers from across the Mitie
business to ask if they would like to host Jennifer at their site.

Following each visit (in person and/or virtually) the HR team prepares an
article which is shared across Mitie's internal communication channels
including MiNet and Recap newsletter, With each of these articles the
team encourages pecple to get in touch if they would like 1o arrange a
wisit with Jennifer for their site.

Whilst each event varies in structure, generally Jennifer has a tour or
receives an overview of the site and a | -| meeting with managers
followed by an informal session with the site teams without managers
present. Na specific topics for discussion are provided in advance,
though site teams are advised that Jennifer would like to hear from them
about their experience of working at Mitie, whether they have any
chalfenges, concerns or ideas for improvement, ang the things that they
consider Mitie does well.

Activities

The Board considers it important that employee views are heard
through several mediums including, great people management, surveys.
internal communications, and digital channels (such as Yammer) to
develop a positive culture across the business.

Therefore, as well as the site visits noted above, jennifer is fully involved
in a range of other activities including, analysing the feedback from
Mitie's Upload surveys, championing Back to the Fioor everits for the
Board and senior management, spending time with HR teamns, attending
listerting and virtual Q&A events, and inviting employess to contact her
directly via her Mitie email address

During the COVID- 19 pandemic Jennifer continued her work by hosting
numercus virtual meetings with employees.

Designated NED for
workforce engagement

Jennifer Duvalier’s activities during FY2I
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April 2020

Virtual mesting with ream at LBG
Edinburgh. Jenny virtually met the
Campus Manager and then met
I:1 with a member of the
fronthne team.

May 2020

Virtual employee listening
event with Securty team at
British Airways.
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Why the role adds value {over and above other employee
engagement mechanisms)

In carrying out her role, Jennifer travels out across the business, meeting
people face to face and listening to their views and experiences to
understand first-hand what they value about Mitie and what they would
Iike to be different, Being a member of the Board, Jennifer is also able to
insti confidence that employees’ views are being heard at the highest
level of the organisation, In analysing the feedback received from
Jennifer, the Board can quickly identify any recurring concerns across the
business and provide assurance that these will be managed effectively
and efficiently.

Conflicts of interest

The Board has a policy on the declaration and management of Directors’
conflicts of mterests. Any potential situation or transactional conflict
must be reported as soon as possible to the Chairman, Chief Executive
Officer and Chief of Staff, General Counsel & Company Secretary.
Where a potential conflict s authorised under statutory powers and
powers granted under the Company's Articles of Association, such
conflict is kept under ongoing review.

Executive Directors are permitted to accept external appointments
provided these do not interfere with the Director's ability to discharge
hisfher duties effectively and permission is scught from the Beard.

Executive Directors are entitled to retain fees earned from any external
appointments. Phil Bentley did not hold any external positions during
FY21. Andrew Peeler, who resigned from the Board on 31 March 2021,
was a director and chair of the Finance Committee of Fair Finance, a
micro finance social enterprise, Simon Kirkpatrick, who was appointed to
the Board on | April 2021 does not hold any external positions.

External positions held by the Chairman and current Independent Non-
Executive Directors are detailed in their biographies on pages 6% to 71,

Noting of Directors’ concerns

The Chairman encourages openness and debate at Board meetings.
Should a Director have concerns about the operation of the Board or
management of the Company that cannot be resolved, such corcerns
would be recorded in the minutes of the relevant meeting. If, on
resignation, a Non-Executive Director had any such concerns they
would be invited to provide a written statement to the Chairman that
would be circulated to the Board.

Employee feedback on Designated Non-Executive
Director role:

We were very fortunate to meet fenny when
she visited The Bank of Ireland Temple Quay
this time last year. We found Jenny to be a
very pleasant lady, a good listener and very
engaging. A great strategy and idea to come
and visit the everyday people who are the
backbone of Mitie. [ think this should be more
of a regular event. The front of shop people
and at lower levels, often feel that they are not
noticed, left behind and don’t have a voice that
can be heard in the higher places. Three
cheers for Jenny Duvdlier!”

Vincent Costigan
Electrician, irtegrated Facilities Maragement
21 january 2021
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July 2020
Barck to the Floor at Heathrow IRC

October 2020
Virtual meeting with Amazon team

November 2020
Virtual colleague listening session

January 2021
Virtual Back 1o the Floor with

with the Care & Custody team.
Jenny met with the Centre
Manager and dialled into the daily
cperational meeting with the entire
team. Jenny was then taken on a
tour of the Harmondsworth site
before returning to the Colnbrook
site where she worked with a
Detention Custedy Officer.

at BHXI. Jenny et scme of the
management team and then held
conversations with frontline team
mernbers. They discussed what
was working well for them on
the contract and what could

be improved.

with Co-op team n Manchester.
Interactive discussions with the
SAM, contract semior leadership
team and groups of frontline team
members from Cleaning, Security
and |ASAFM.

members of the Landscapes team.
Jenny heard views on what drives
Mitie colleagues to show up to
work each day and empowers them
to perform. ftwas an oper and
honest conversation, which gave
Jenny great insight into the cutture
of Landscapes and the work Mitie’s
teams do across the UK.
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Corporate governance continued

The Code:

Division of responsibilities

Board composition
Chairman Derek Mapp

Executive Directors Phil Bentley
Andrew Peeler {untl 31 March 2021)
Sirnan Kirkpatrick {from | April 2621}

Senior independent Roger Yates
Non-Executive Director

Non- Nivedita Krishnamurthy Bhagat
Executive Directors Baroness Couttie
Jennifer Duvalier

Alan Lovell (from | January 2021
untit 5 March 2021}

Mary Reilly

Biographies of the current Directors can be found on pages 6% to 71,

All Non-Executive Directors are considered independent when

assessed against the circumstances set out in Provision (0 of the Code.
The Chalrman was considered ndependent against these circumstances

on appointment.

The Board continues to support separation of the roles of Chairman
and Chief Executive Officer and considers itself to have an appropriate

balance of Executive Directors and Independent MNon-Executive

Directors. No one individual or small group of individuals dominates

Board decision-making,

There is a clear division of responsibilities between leadership of the
Board and executive management leadership of the Company’s business.
Key responsibilities of the Board, s Comimittees and its members are

agreed by the Board and documented in writing.

These responsibilities are summarised below. Further detail is publicly
available at www.mitie.com/investors/carporate-governance where

the following documents are published:

» Matters reserved for the Board

s Terms of Reference for each Committee of the Beard

» Division of Responsibilities between the Chairman and Chief
Executive Officer
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Director independence
as at 31 March 2021

@ Chairman 1

@ Executive

® Independent 5
Matters reserved for the Board

A schedule of key matters and responsibilities that are to be dealt with
exclusively by the Board is maintained and regularly reviewed. The
schedule was last updated in January 2021,

The key responsibilities of the Board include:

» Approve the Group's long-term objectives and commercial strategy

« Establish the Group’s purpose and values and satisfy itself that these,
its strategy and cufture are aligned

+ Review performance in light of the Group's strategy, objectives,
business plans and budgets

* Approve the half-yearly financial report and Annual Report
and Accounts

» Approve the annual budget, treasury policies and dividend policy

* Review the effectiveness of the Group's risk and control processes

« Approve all material acquisitions, material disposals, material
contractual and other operational matters

» Ensure adequate succession planning for the Board and
senior management

¢ Undertake a formal and rigorous review annually of its own
performance and that of its Committees and individual Directors

* Make arrangements for dialogue with shareholders, canvassing
shareholder opinion and engagement with shareholders in relation
ta any shareholder resalution which is opposed by more than 20%
of the votes cast

Board Committees
The responsibilities of each formal Committee of the Board are set out
in its Committee report,

Nomination Committee pages 31 to 93
Audit Commitiee pages 74 to 98
Remuneration Committee pages 99to 120

Social Value & Responable Business Committee pages 121 to 122
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Director attendance at meetings of the Board and its Committees

N Social Value
Nomination Audit  Remuneration ness
Position Name Board Commi Commk C Committes
Chairman Derek Mapp 10410 373 -

Executive Directots Phil Bentley 10410 - - - -
Andrew Peeler® 10410 - - - -
Independent Non-Executive Directors Nivedita Krishnamurthy Bhagat 10/10 3/3 A - -
Baroness Couttie 10110 313 /1 - 7

Jennifer Duvalier 10/10 23 - 77
Alan Lovell** 171 - - - -

Mary Reilly 010 33 111 777
Roger Yates 10710 313 10411 77 -

*  Andrew Peeler resigned from the Board on 3| March 202 and was replaced by Simon Kirkpatnick on | Apnl 2021,

** plan Lovell Charrran of Interserve Group Limited. was appoirted to the Board on 1 January 2021 foliowing Mitie's acquistion of Interserve Facilities Managernent from How Group Limted (a
subsidiary of Interserve Group Limted) on 30 November 2020, and ~esigned from the Board on 5 March 202 | following the sale by How Group Limited of shares representing 10.5% of the

Cormpany's issued share capital.

In addition tc the formal scheduled Board and Committee meetings held during the year, attendance at which is reported above, the Beard held weekly
calls from the start of the COVID-1% pandemic in March 2020 until the end of June 2020.

Division of responsibilities

Chairman
In his role as Chairman, Derek Mapp's responsibilities include:

* Lead and chair the Board, Nomination Committee and shareholder
general meetings

* Ensure overall effectiveness of the Board in all aspects of its role

» Ensure regularity and frequency of Board meetings

+ Set Board agendas, taking into account the issues and concerns

of all Board members

Ensure appropriate delegation of authority from the Beard to

executive management

Demonstrate objective judgment

Promote a culture of epenness and debate

Ensure that Directors receive accurate, timely and clear information

Manage the Board to ensure sufficient time is allocated to promote

heatthy discussion and open debate, supported by the right level and

quality of information to assist the Board in reaching its decisions

Faciltate the effective contribution of Non-Executive Directors and

encourage active engagement by all members of the Board

Ensure constructive relations between the Executive Directors and

Nen-Executive Directors

Hold meetings with the Non-Executive Directors without the

Executive Directors present

Ensure that new Directors participate in a full, formal and tailored

induction programme

Ensure that the performance of the Board, its Committees and

individual Directors is evaluated at least once a year and act on the

results of such evaluation

Maintain sufficient contact with major shareholders tc understand

their issues and concerns

* Ensure that the views of sharehoiders are communicated to the Board

Senior Independent Director
In his role as Senior Independent Director, Roger Yates'
responsibilities include:

s Act as a sounding board for the Chairman

s Serve as an intermediary for other Directors when necessary

« Conduct the Chairman's annual performance evaluation (without the
Chairman present)

* Lead the appontment process for any new Chairman

« Act as chairman of the Board in the absence of the Chairman

* Be available as an alternative point of contact for shareholders if
they have concerns which have not been resclved through the
normal channels, or for which such contact is inappropriate in
the circumstances

Non-Executive Directors

The responsibilities of the Board's Non-Executive Directors include:

¢ Held a prime role in appointing and removing Executive Directors
when necessary

s Scrutinise and hold to account the performance of management and
individual Executive Directors against agreed performance cbjectives

» Exercise independent skill and judgement

+ Constructively challenge proposals based on relevant individual
experience, knowledge and skilis

+ Contribute to the formulation and development of strategy

« Monitor corporate reporting to ensure integrity of
financial infermation

« Oversee the Group's principal risks and assurance in place relating
to those risks, including internal audit programmes

» Play a key role in determining the remuneration policy for the
Chairman, Executive Directors, Chief of Staff, General Counsel
& Company Secretary and members of senior management

» Hold a primary role in Board succession planning

Chief Executive Officer
In his role as Chief Executive Officer, Phil Bentley's
responsibilities include:

e All aspects of the operation and management of the Group within the
authorities delegated by the Board

* Develop Group objectives and strategy, having regard to the Group's
responsibilities to its shareholders, customers, employees and other
stakeholders

* Successful achievement of objectives and execution of strategy
following presentation to, and approval by, the Board

« Recommend to the Board an annual budget and long-term business
plan and ensure their achievernent following Board approval

¢ Optimise the use and adequacy of the Greoup's resources

e Manage the Group’s risk profile, including the health and safety
performance of the business

= Make recommendations to the Remuneration Committee on
remuneration policy, executive remuneration and terms of
employment of the senior executive team
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Corporate governance continued

Chief Financial Officer
In his role as Chief Financial Officer, Simon Kirkpatnck's
responsibilities include:

Lead, direct and oversee all aspects of the finance and accounting
functions of the Group

Evaluate, approve and advise on the financial and commercial impact
of material contracis and transactions (including mergers and
acquisitions), technology investments, long-range planning assumptions,
investment return metrics, risks and opportunities and the impact of
changes in accounting standards

Manage relationships with the external auditor and key financial
institutions and adviscrs

Ensure effective internal contrels are in place and comphance

with appropriate accounting regulations for financial, regulatory

and tax reporting

Lead, direct and oversee the Group's Finance, Treasury, Tax and
Internal Audit functions

.

*

Simon Kirkpatrick replaced Andrew Peeler as Chief Financial Officer
on | April 2021.

Chief of Staff, General Counsel & Company Secretary
In his role as Chief of Staff, General Counsel & Company Secretary,
Peter Dickinson's responsibilities include:

* Advise the Board on governance matters and the Directors cn
their duties

* Ensure compliance with corporate legistation and the Compariy’s
Articles of Association

¢ Support the Board in ensuring it has the policies, processes,
infarmation, time and resources needed to function effectively
and efficiently

» Lead, direct and oversee the Group's Legal, Company Secretarial, HR,
Persions, Property. Procurement, Insurance, Health & Safety, Risk &
Compliance, Sustainability and Fleet functions

¢ |dentify and recommend to the Board acquisitions and disposals

e Drive projects relating to mergers and acquisitions within the Group
in line with authorities delegated by the Board

» Lead, direct and oversee the integration of Interserve

¢ Owversight of the Specialist Services division

* Provide an underpin to all aspects of the Group's governance
framework and the application of its delegated authortties

Board meeting process

The Chairman is responsible for setting the Board meeting agenda and
for ensuring that the style and tone of Boardroom discussions promote
effective decision making and constructive debate.

Each Board meeting agenda is produced in consultation with the
Chairman using terns from a yearly meeting planner. actions arising from
prior meetings, project progress updates and any relevant governance
and regulatory matters, tems may also be added to the agenda at the
request of a Board member or in response to emerging issues.
Attention is given to timings for each agenda item to ensure that
adequate time is allocated for effective discussion and debate.

To allow sufficent time for the Directors to review Board meeting
materials and seek any clarification needed ahead of the meeting, Board
meeting materials are distnibuted to the Directars not less than five clear
calendar days prior to the meeting via a secure electronic board portal.

To ensure that Board meeting materials are of a consistent high
standard, Board paper guidelines and templates are issued to authors
of those materials.

An important element of Mitie's culture 1s that the Group operates as
‘One Mitie' and collaborates effectively across business areas. Mitie's
cutture facilitates greater consistency in processes and information
cantrol which in turn facilitates the preparation of consistent, high quality
and relevant Board meeting materials. Authors of those materials seek
to appropriately consider the impact. wiews and needs of key
stakeholder groups as well as the likely consequences of decisions in the
long term, helping to aid Board discussions and decision making,
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The Chairman ensures that a!l Directors feel they can voice their
opinion, be listened to. and contribute to the decision-making process.

Function heads and members of management are invited to
attend Board meetings to present their items to the Board and
answer questions.

Buring FY2| most Board meetings were held virtually due to
UK Government social distancing requirements.

Advice of the Company Se

All Directors have access to the advice of the Company Secretary
through various channels including the Chief of Staff, General Counsel &
Company Secretary's Board report which is presented at every Beard
meeting, and a secure electronic board portal which is kept up 1o date
with the latest governance-related information and guidanice. The Chief
of Staff, General Counse! & Company Secretary and Company
Secretariat team are also available to the Directors on an ad hoc basis as
required. The Chief of Staff, General Counsel & Company Secretary
helps the Board ensure it has the appropriate policies, processes,
information, time and resources it needs in order to function effectively
and efficiently.

The Beoard s responsible for the appaintment and, where applicable,
removal of the Company Secretary,

Director external appointments and time commitments
Directors are permittad to accept additional external appointments but
must seek approval from the Board in advance, If a Director held
significant additional externa!l appointments, the reasons for permitting
such appointments would be explained in the annual report. The Board
remains confident that all Board members continue to have sufficient
time to dedicate to their duties.

When considering the appointment of a new Director, the Board
reviews other demands on the candidate's time. Prior to appointment,
the candidate must disclose any significant commitments and provide an
indication of the time involved. The Board fully considered the time
commiatments of Simon Kirkpatrick prior to his appointrment as Chief
Financial Officer and no concerns were raised.

Alan Lovell. Chairman of Interserve Group Limited, was appointed as a
Non-Executive Director of Mitie on | January 2021 following Mitie’s
acquisttion of Interserve Facilities Management from How Group
Limited {a subsidiary of interserve Group Limited) on 30 November
2020. Alan Lovell resigned from the Board on 5 March 2621 following
the sale by How Group Limited of shares representing 10.5% of the
Cornpany's issued share capital, thereby reducing their shareholding
from 17.5% to 7%.

The Nomination Commrttee conducts an annual review of Directors’
time commitments, further details of which can be found on page 93.
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The Code: Composttion,
succession and evaluation

odsa 383015

Board effectiveness

The performance of the Board 1s an essential component of the Company’s success. The Board undertakes a formal and rigorous evaluation of its own
performance and that of the Board Committeas, Chairman and individual Cirectors annuatly. The evaluation considers composition, diversity and how
effectively members work together to achieve objectives. The evaluation provides an opportunity for the Board to enhance its effectiveness and identify
any areas for improvement. All Directors fully engage in the evaluation process and take appropriate action if development needs are identified. The
evaluation is externally led every three years and internally led in other years. In years in which the evaluation is led internally, the Chairman leads this for
the Independent Non-Executive Directors and Executive Directors, and the Senior Independent Director facilitates the evaluation for the Chairman.

The Board engaged an independent consultant, Belinda Hudson, to conduct the FY20 Board evaluation. This external Board evaluation was delayed due
to the COVID-19 pandemic and took place during FY2 1. The external Board evaluation was completed by Belinda Hudson in December 2020 and
discussed by the Board and Nomination Committee at their March 2021 meetings. Outcomes and actions from the external evaluation are detailed in
the Nomination Committee report on page 92. Belinda does not have any known connection with the Company or any individual Directors.

Individual Director contribution

The individual skills and experience of each Director contribute to the overall effectiveness of the Board in promoting the long-term sustainable success
of the Company. The table below sets out how each Director's individual skills and experience contribute to the balance required by the Board to
deliver the Group's strategy and manage risk.
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Further details of each Diractor’s skills and experience is set out in their biographies on pages 69 to 71.

Nivedita
Derek Phil Simon  Krishnamurthy Baroness Jonnifer Mary Roger

Sidits | sxperience wres Mapp Bentley Kirkparick Bhagat Couttle Duvalior Rollily Yates

Leadership and business

operations Exceptional Exceptional v v v

Strategy development v Exceptional v o
=1

Corporate governance Exceptional v 4 v v 2
o,

Audit/risk managernent and £

assurance 4 v v Exceptional b
—

Remuneration/HR Exceptional ﬁ
@

Commerdal v Exceptional v v v v v v a'

Technology/digital Exceptional v v

Fimance Exceptional Exceptional v v v v

Investrment community Exceptional v v Exceptional

Government/ public sector

experience Exceptional v

The collective skills and experience of individual Directors support the work of the Board and there is clear alignment between their respective

competencies and the Group's strategy. Board discussions further benefit from the diversity of approach taken by each Director due to their individual
background, career development and training,

Director tenure
The Board considers tenure when determining a Non-Executive Director's independence, No Nen-Executive Director has served more than four years
on the Board.

Director tenure
as at 31 March 2021

@ 0-2years 1
@ 2-4years &
@ 4-6 years |
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Corporate governance continued

Re-efection of Directors

In accordance with the Code and the Company's Articles of Association,
all Directars are subject to election or re-election by sharehiciders, At
the 2020 AGM each Director in post at the time stood for re-election
and was re-appointed by shareholders. At the 2021 AGM Simon
Kirkpatrick will stand for election and all other Direciors will stand

for re-election.

The rules governing the appaintment and replacement of Directors
are set out in the Artides. The UK Corporate Governance Code
{July 2018}, Companies Act 2006 and other related legislation.

The terms of appointment for Non-Executive Directors and service
contracts for Executive Directors are available for inspection at the
Company's registered office and head office and will be available at the
2021 Annual General Meeting.

Director Induction process
On joining the Board, all Directors receive a personally tailored
induction which includes:

* Meetings with Executive Directors, the Chief of Staff,
General Counsel & Company Secretary and other members of seniar
management

* An overview of the Group's governance policigs, corparate structure
and business functions

+ Details of risks and operating issues facing the Group

s Visits {in person and/or virtually) to divisional offices

* A briefing on key contracts

Alan Lovell's induction included the above as well as virtual meetings
with the Non-Executive Directors, Simon Kirkpatrick joined Mitie in July
2019 and has received a detailed hand-over from Andrew Peeler who
will leave Mitie on 30 June 2021,

Board training and development
Mitie ts committed to the continual professional development of
its Directors.

All Directors have access to Mitie's Board Handbook on the electronic
board portal which includes:

* Schedule of matters reserved for the Board

* Committee terms of reference

» Articles of Association

* Guidance on directors' statutory duties

s An overview of the Group's directors’ and officers’ fiability insurance
arrangements

* Delegated authorities register

¢ Share dealing procedures

* Corporate governance and regulatory guidelines

¢ Key carporate documents and policies

The Board Handbock is subject to regular review and was last updated
in early 2021.

Briefing notes on changes in the regufatory and governance environment
are circulated to Directors on an ad hoc basis.

Online training is also available to all Directors on topics such as the
Bribery Act 2010, GDPR, Criminal Finance Act 2017 and anti-slavery.
Additionally, Mitie’s Licence to Operate training is available to all
Directors, and Licence to Lead training 15 available to the Charrman and
Executive Diractors. Further detail on Mitie’s Learning & Development
core offering can be found on page 39.

Vistts {in person andfor virtually) to different business sites and
offices are arranged for Directors to facitate a deeper understanding
of the business,

Nomination Committee

The Nomination Commitiee Report on pages 91 to 93 contans
information on the Company's compliance with Prowision 23 of
the Code
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Equality, diversity and inclusion

One of Mitie's strategic pillars is to create a ‘Great Place to Work'
for employees, and one of Mitie's values is ‘Our diversity makes
us stronger’.

Female employees accounted for 40% of the workforce and 21%
of senior management and their direct reports (MGX and Mitie
Leadership Team combined) at 31 March 2021.

The Group's approach to business is underpinned by a beliaf that

all indiviguals should be treated fairly and have access to equal
opporiunities. To attract. recruit. develop and retain the very best
pecple at all favels, Mitie is committed to respecting and embracing
talent and working to support a cutture that 1s inclusive and reflective of
Mibie’s wisions and values. In recognition of the Group's diversity -related
Initiatives and achievernents, Mitie has won several awards

and accreditations.

Mitie has a Group-wide Equality. Diversity & Inclusion Policy, the
requirements of which include that:

No job applicant or employee will receive less favourable treatment
on the grounds of sex, race. age, ethnic origin, marital status,
pregnancy and maternity, civil partnership status, any gender
re-assignment, religion or belef, sexual orientation, disability

or part-time/fixed-term work.

Inclusion, equality and diversity will be promoted within the workplace
An environment will be created where anyone believing they

have been subjected to discrimination, victimisation, bullying or
harassment in the workplace, is entitled and feels safe to raise

such concerns

In implementing the policy, Mitie:

» Ensures that all policies. processes, procedures and practices underpin
delivery of the Equality, Diversity & Inclusion policy

» Cascades inclusion lessons learned and shares best practice
throughout the business

= |dentifies key issues and recommends any changes

Mitie has six employee diversity networks, details of which can be
found on page 38. The netwarks host a variety of face-to-face and
virtual events and contribute to onling platforms designed to interact
and share ideas

In connection with the Group's wider diversity initiatives and its Equality,
Diversity & Inclusion Policy, Mitre is committed to:

« Giving full and fair consideration to applications for employment
by disabled persons. having regard to their particular aptitudes
and abilities
« Continuing the employment of. and arranging appropriate training
for, employees who have become disabled during their employment
» The training of, career development and promotion of
disabled employees

Mitie 1s a signatory of the Qisability Confident scheme with the
Department for Work and Pensions.

Further details of the Group's commitment to diversity can be found
on page 38 &nd on the website: www.mitle.com.
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The Code: Audit, risk
and internal control
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Board accountability and assurance Risk culture

Risk I [t is recognised that the risk management culture within the business

sk management app is equally as important as an effective risk management framework.

Mitie has continued to develop and improve its approach to governance,
risk management and internal control during FY21, During the year, the
risk management framework has been reviewed to make sure it Is
aligned 1o the organisational processes and strategy as well as helping

to sUpport corporate governance requirements, The risk management
policy and supporting processes have been assessed and revised, and

a Group Risk Committee has been intreduced, which helps coordinate
the risk processes across the Group. This also allows better coordination
of reporting of risks to the MGX, the Audit Committee and the Beard.
The impact of the COVID- {9 pandemnic, as well as the Rights Issue and
acquisition of Interserve Facilities Management {Interserve} have also
served as valuable fearning points to help improve the consistency of risk
processes and ensure risk is managed effectively.

In support of this, the ‘One Mitie’ Vision and Values have an important
role to play. As welt as helping to achieve common ways of working and
clarity of approach for customers and employees, they also help set out,
together with the code of conduct, the framework upon which Mite's
risk cufture is built. Emphasis is placed on the importance of embedding
risk management into all key decisions, such that opportunities to grow
the Group are effectively balanced with effective risk management
decision making. This means that opportunities may continue 1o be
exploited, provided risks have been properly identified and the
appropriate controls and mitigation plans established, or, in some

cases, potential opportunities are declined if they sit cutside the
Group's risk appetite.

]
Q
<
e
E
=4
S
[a]
o

The Employee Handbook sets out the expected behaviours for all
employees and supply chain partners and establishes zero tolerance

in specific areas as part of an established ethical business framework.
The Group continues to review and reaffirm its ethical business practice
policies with employees and supply chain partners to ensure awareness
of the vision, values and expected behavicurs is maintained.

The Beoard considers the nature and extent of significant risks in setting
the Group's strategy. The Group's delegated authority register (DAR),
which sets out the accountabilities and authority to take decisions on
specific matters within defined financial limits. has been revised during
the year and authority limits are being aligned at divisional level as part
of the integration of Interserve. This approach helps to disseminate
clearly the appetite of the Board to key risks. This structure ensures a
consistent approach to acceptance and management of risk across the
business and provides the Board with greater visibility of how effectively
risks are being managed.

In addition, in the past year the response to the COVID- 19 pandemic
has served to provide valuable learning points to enhance the risk
management and continuity processes,

Risk management process

The Group's risk management framework provides a flexible and
adaptable approach te the identification of risk across all areas of
the business, to meet the demands of the dynamic and fast evolving
envircnment in which the Group continues to operate, Ultimate

IT operational and financial systerms improvement projects have been
continuing in the Technical Services division and have commenced in
Interserve in order to bring the business onto consistent platforms.
The review and documentation of key internal controls in the internal

control framework has also continued during the year. These

programmes will help ensure further the relability and accuracy of
management information as well as providing greater visibility of the

effectiveness of internal controls. The work of the Internal Audit
function targets areas of the business where risk management and
internal controls are suspected of requiring improvement, which
has helped to improve the risk management and internal control
frameworks. The Group has an externally hosted whistleblowing
line, and all reports are reviewed, investigated and action taken

as appropriate,

The Group's appreach to risk is set out in more detail below. The

responsibility for risk management lies with the Board, delegated to

the Chief Executive Officer, who further delegates it to the MGX,

with accountability and responsibility assigned to specific risk owners.
The Group nsk profile is reviewed by the Chief Executive Officer,
Chief Financial Officer and Chief of Staff, General Counsel & Company
Secretary in advance of formal review and approval by the Board. This
information is captured in risk registers at business unit and functional
level, as weli as for large contracts, which are subsequently consclidated
into strategic, operational, financial and regulatory risk categories and
detaled together with any emerging or disruptive risks within the overall
Group risk register.

SIUBWBIETS [EILEULY

approach to risk management is regularly reviewed by the Board and
MGX and continues to evolve in line with the business structure and risk
profile, The Board understands that effective risk management and a
sound system of internal control are essential to the achievement of the
Group's strategy and supporting cbjectives. The Group Risk Committee
focuses on the risk management framework to increase understanding
of the nature of the risks faced by the Group and the actions and
controls in place to mitigate them. The Audit Committee monitors the
effectiveness of this process.
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Corporate governance continued

Risk identification and assessment

The Board carries out robust assessments of the Company's principal
risks, including emerging risks. In doing so, the Board takes both internal
and external perspectives into account to ensure the risk identification
process is thorough. The internal perspective takes inte account factors
such as the changing and developing business profile, operational
processes, technology and people, while the external perspective
includes the economic environment, political factors and sector and
geographical risks, During FY2 1, the MGX and Board have regularly
reviewed the impact on the business of the risks associated with the
COVID-19 pandemic and the associated disruption to the Group's
operations and strategy. In addition. the risks associated with the Rights
Issue and the acquisition of Interserve were specifically reviewed and
disclosed as part of those transactions. A top-down and bottom-up
approach ensures the systematic dentification of significant risks to

the business. Once identified. risks are assessed using standard impact
and likelihood ratings to quantify the risk to the achievement of
business objectives.

Risk assessments are based on 2 '5 x 5' scale ranging from mimmal to
catastrophic, with any risks falling into the Group's upper limits having
mandatory mitigation plans with the expectation that these risks are
managed down to acceptable levels.

Risk mitigation

Each identified risk has a defined control owner who is responsible for
developing and implementing a risk mitigation plan. As part of the risk
review process, each action and control is required to be reviewed and
formally assessed for its effectiveness in mitigating risk. The Group Risk
Committee provides oversight of the risk processes and monitors risk
mitigation actions,

In addition, audit and risk governance meetings oceur at a business unit
level, the terms of reference for which are aligned with the objectives

of the Group Risk Committee and the Audit Committee. The agenda
reguires business units to review their top-level risks and the progress of
associated mitigation plans, as well as assess any changes to the external
environment and their consequent iImpact on business units’ risk profile.
In addition, reparts from the Internal Audit function and other internal
or external assurance providers are discussed, with the objectives to
share best practice and identify common or emerging risk themes.

Assessment of the effectiveness of the control environment is
undertaken at both business and Group level, led by the Head of
Internal Audit. The Audit Committes formally reviews performance
throughout the year and advises on the effectiveness of the risk
management system in place.

Risk monitoring and review

Risk registers are formally reviewed twice a year. Principal risks to the
business and associated mitigation plans are reviewed by the Group Risk
Committee and then presented to the Board and are monttored on an
ongoing basss. In doing so, the Board considers the level of exposure for
each risk against an agreed appetite to the level of risk. During FY21, the
Principal Risks were also reviewed for the Rights Issue and the proposed
acquisition of Interserve, and were published i the associated
prospeciuses along with specific risks associated with the transactions.

The risk management framework is designed to manage, rather than
eliminate, the risk of failing to achieve the objectives and strategy of the
Group and can therefore only provide reasonable, and not absolute,
assurance against material risk and loss. Details of the princpal nsks of
the Group are set out on pages 56 to 65. it should be noted that other
risks are identified as part of the risk management process, but these are
not considered to have a material impact on the Group's overall ability
to achieve its business objectives.

The Audit Committee confirms that this risk management process has
been in place throughout FY2! and remains in place up to the date of
approval of the Annuat Repart. The process is continuing to evolve and
will be subject to review and improvement.
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internal controls

The Board is responsible for maintaining an effective internal control
framework. Mitie's system of internal control consists of financial,
operational and compliance controls.

The systern covers both monitoring and aversight controls at business
unit level, comprising business leadership review and direction, and
detailed process controls and control activities, which are embedded

in business processes. A comprehensive internal control framewaork

is being developed which has invelved reviewing, improving and
documenting internal controls across the Group and helping to raise
awareness at all levels within the organisation of the importance of
effective controls. The framework will also help to ensure compliance
with impending UK legislation on corporate governance, specifically the
internal control reporting requirements.

Mitie's policies and procedures are documented in the Integrated
Management System (IMS) and are avallable to management and
employees through an intranet portal. Divisional and functional
leadership teams ensure that controls are operating within the processes
and procedures, and that risks are being appropriately managed. The
process of ntegrating Interserve is ensuring that policies and procedures,
as well as internal controls, are harmonised across the Group.

The Audit Committee conducts a review of the effectiveness of the
systems of risk management and interna!l contro! annually. This review

is supported by a report from the Head of Internal Audit and indudes

a control assessment exercise undertaken by the Internal Audit function
In conjunction with the business leadership teams. The review focuses
on the key internal controls which manage the risks faced by the
business. The Audit Commitiee also considers the resufts of the work
completed by the Internal Audit team, which are reported to it in
regufar updates. The internal audit work plan is targeted at areas known,
or suspected to have, weak or ineffective internal controls, Remedial
action plans developed by management to address any control
weaknesses found are monitored by the Audit Committee te ensure
timely closure of the actions. Further detail on this can be found in the
Audit Committee report on pages 94 to 98.

Internal Audit

The Internal Audit function’s authority and responsibilities are defined in
its charter, which is reviewed regularly by the Audit Committee. The
Internal Audit function operates independently and reports directly to
the Audit Committee (administratively to the Chief Financial Officer).
This reporting line offers independence from audited actwities and
allows the internal Audit function to achieve objectivity.

The work of the internal Audit functicn helps to provide assurance
over the effectiveness of the Group'’s governance, and risk management
and internal controf frameworks, The Chair of the Audit Committee
oversees the appointment and removal of the Head of Internal Audit
and assesses the Internal Audit function's performance aganst internal
audit objectives. The annual internal audit plan is approved by the Audit
Committee, All amendments to the approved annual internal audit plan
are communicated to the Audit Committee through periedic update
reports. The results of each internal audit, and any remedial action
plans developed by management in response, are documented in an
audt report.

The Charr of the Audit Committee and the Company's external auditor,
BDO LLP, have access to all internal audit reports issued during the year.
The Audit Committee also receves a quarterly report on internal audits
completed in the period, and reports from BDO LLP arising from its
audit work. These provide an independent perspective on the Group's
internal finanoal control systems.
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Going concern statement

in adopting the going concern basis for preparing the financial
statements, the Directors have considered the Group's business
activities as set out on pages 8 to 29 as well as the principal risks and
uncertainties as set out on pages 56 to 65 and the reverse stress testing
outlined on page 66,

Based on the Group's forecasts for the going concern assessment
period, which include the benefit of the Rights tssue and amendment
to the terms of the revolving credit faclity, the Board is satisfied that
the Group will be able to operate within the level of its facilities for the
foreseeable future. For this reason, the Board considers it appropriate
for the Group to adopt the going concern basis in preparing its
financial statemenits.

110dad adaens

Further details of the going concern assessment are set out in Note |
te the financial statements on page [ 46.

Viability statement
The statement is detailed in full on page 66.

In accordance with the Code, the Directors have assessed the viability
of the Group over the three-year period to 3| March 2024 taking into
account its current position and the potential impact of the principal
risks set out in the Strategic report. Based on this assessment the
Directors have concluded that there is a reasonable expectation that the
Group will be able to continue in operation and meet its liabilities as they
fall due over the three-year period to 31 March 2024.

Fair, balanced and understandable

In accordance with Provision 27 of the Code, the Directors confirm that
they consider the Annual Report and Accounts, taken as a whole, to be
fair, balanced and understandable and that it provides the information
necessary for shareholders to assess the Group's position, performance,
business rmodel and strategy. When arriving at this position the Board
was assisted by various processes including the following:

SOUBLLIBAOCD)

* The Annual Report and Accounts was drafted by senior management
with overall coordination by Group Finance to ensure consistency
across the relevant sections

A review was undertaken to assess the consistency of the Annual
Report and Accounts with internally reported information and
investor communications, and to assess the balance between reported
measures and alternative performance measures

Reviews of drafts of the Annual Report and Accounts were
undertaken by the Executive Directors, Chief of Staff, General
Counsel & Company Secretary, other senicr management and
external advisors

The final draft is reviewed by the Audit Committee prior to
consideration by the Board

-
SIUBWISIEIS [EIDUBLIY

Details of the basis on which the Company generates and preserves
value over the longer term and the strategy for delivering the
Company's cbjectives are set out in the Strategic report. An explanation
by the Directors of their responsibility for preparing the Annual Report
and Accounts can be found on page |28,
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Corporate governance continued

The Code:
Remuneration

Remuneration policies and practices

The Company's remuneration policies and practices are designed
t¢ support strategy and promaote long-term sustainable success.
The Remuneration Report on pages 99 to |20 contans information
on the Company's compliance with the Code provisions relating

to remuneration.
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Nomination Committee report

Report from the
Nomination
Committee Chair

Nomination Committee members
At the date of this report and throughout FY21 the Nomination
Committee comprised:

Chairman® Derek Mapp

Committee members Nivedita Krshnamurthy Bhagat
Baroness Couttie
Jenmifer Duvalier
Mary Reilly
Roger Yates

*  The Senior Independent Director chairs the Committee n arcumstances where it
would be nappropriate for the chairman of the Board to chair the Committee.

All members of the Nomination Committee are considered
independent in accordance with the Code.

Nomination Committee meetings

The Nomination Committee met three times during FY21.

The attendance of individual Committee members can be found
on page 83.

Key purpose of the Nomination Committee

The Nomination Committee evatuates the skills and characteristics
required by the Board and its Committees. In doing so, the
Committee considers the challenges and opportunities facing the
Group and the expertise and diversity required for the future. This
ensures membership of the Board and its Committees continue to
remain appropriate.

Key responsibilities of the Nomination Committee
The key responsibilities of the Nomination Committee include:

» Regularly review the structure, size and compaosition {including the
skills, experience and knowledge reguired) of the Board compared
to its current postion and make recommendations to the Board
with regard to any changes

Ensure plans are in place for an orderly succession to Board and
senior management positions and oversee the development of

a diverse pipeline for succession

Consider the length of service of the Board as a whole so that
membership of the Board is regularly refreshed

Identfy and nominate, for approval by the Board, candidates to

fill Board vacancies as and when they arise

Keep under review the number of external directorships held by
each Non-Executive Director

Review the results of the Board performance evaluation process
that relate to the composition of the Board

Keep the Board Inclusion Policy under review to ensure its
effectiveness and alignment with best practice

The Nomination Committee’s Terms of Reference are available at
www.mitie.com/Investors/corporate-governance.

Key activities during the year

Composition

As it does annually, the Nomination Committee reviewed the
composition and leadership of the Board and each of its Committees
during FY2 1. The Nomination Committee is satisfied that the Board's
composition and diversity has been appropriate throughout the year.
having regard in particular to the integrity, skills, knowledge and
experience of its Directors and the size and nature of the business.
A skills ratrix can be found on page 85.
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Nomination Committee report continued

External Board evaluation process

Outcomes from the externally led evaluation conducted for FY20, were reviewed at the March 2021 Nomination Committee meeting and Board

meeting and are set out below.

Process followed for FY20 evakuat

March 2020

Engagerment, scope and focus of review agreed
~
May 2020

Areview of the previous 12 maonths” rminutes and
papers for Board and Committee meetings, output
from previous evaluation, terms of reference,
matters reserved for the Board and other

related governance material was conducted by
Belinda Hudson

N
September 2020

List of interviewees confirmed, and interview
slots diansed

~/
October-November 2020

Belinda Hudson conducted confidentiat interviews
with Board members and senior management

~

November 2020

Belinda Hudson attended and observed Board
and Board Comimittee meetings

v

November-December 2020

Findings were collated and evaluated by
Belinda Hudson

v

December 2020
Belinda Hudson provided a report to the Board

N
March 2021

Outcomes of the external Board evaluation were
established, and actions agreed

Succession planning

Outcomes/xuggestions.

Actions undertaien or planned

Ta review any gaps in experience of the Board.

The Nomination Cormmittee reviewed and discussed
the Board skills matrix {see page 85) at its March 2021
meeting,

To ensure the Chairman shares his thinking and insights
to a greater extent and te hold Nen-Executive
Director only sessions.

Two Non-Executive Director only sessions have been
diansed for FY22.

To encourage the Non-Executive Directors to provide
a better balance of constructive challenge, support and
recognition,

Non-Executive Directors have been encouraged to
undertake without compromising depth of questioning.

To undertake a regular review of the CEO and MGX
members both in performance and behaviour.

To be undertaken at the two Non-Executive Director
only meetings. CEC to be invited to attend in part.

To encourage the CEC: to have regular sessions with
each ndividual Non-Executve Director.

NED/CEC meetings to be diarsed.

To encourage the Board to plan longer term strategic
options.

To be undertaken at annual strategy day in September
202} and updated at each Board meeting,

The Board to regularly review the culture within the
Board, MGX and across the Group for consistency
with the Purpose, Values and Strategy.

Is already assessed wia several mecharusms such as the
Designated Non-Executive Director, through the NPS
and Upload Survey. Will be enhanced by the whole
Board through site visits when COVID- 19 permits.

To include broader management team members at
Board dinners.

To be planned when appropriate, subject to COVID-
19 restrictions.

The Board recognises the importance of succession planning and Board refreshment and maintains succession plans for the Board and

senior management,

During FY21, the Nomination Committee discussed succession planning at two of its meetings.

The Board considered both the Board skills matrix and the Board Diversity and Inclusion Policy in the context of succession planning as tools to help
identify potential composition needs for the future, and to ensure that plans are pro-active, ang not just reactive in nature.

The tenure of members of the Board is relatively short. The Chairman was appointed in May 2017 and. except for the Chief Executive Officer, all other
Directors have been apponted subsequently. All Non-Executive Directors had served for less than four years at 31 March 2021 While no immediate
changes to the Board are anticipated, there may be some changes in Committee membership in order to ensure that all Non-Executive Directors
receive experience and exposure on alf main Board committees.
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The meetings also focused on succession planning for the postion of Chief Financial Officer to replace Andrew Peeler. All appointments to the Board
are subject to a formal, rigorous, and transparent appointment process, and are made based on merit and objective criteria, The appointment process
followed for the position of Chief Financial Officer is detalled below,

| Candidate requirements A detaled candidate profile setting out required capabilities and expenence was agreed. The Lygon Group was
appointed to facilitate the process*

2 Search The process to appoint the new Chief Financial Officer was led by the Chief Executive Officer who considered a
list of diverse candidates. A shortlist of candidates was invited for interview.

3 Assessment tools To delver an objective, well founded assessment of capability and potential, the candidates were also invited to
complete a short round of occupational tests and questionnarres amed at measuring key personal competencies
according to success factors already identified.

1odau diSaeng

4 Intetviews & presentation The first round of interviews was conducted by The Lygon Group to assess the candidates’ fit with the role and
key competencies, and to allow a discussion of the highlights from the psychometric tests. A written report was
then submitted to the Chief Executive Officer.

Subsequent interviews were held with the Chief Executive Officer and other members of the Board.
Shorthsted candidates were asked to perform a set exercise nvolving a presentation to the Chairman and Chair
of the Audit Committee, They also met with members of the MGX.

5 Announcement The relative merits of each candidate were discussed, and it was agreed that Simon Kirkpatrick should be
proposed to the Board for appointrment. The Board approved Siman's appointment as Chief Financial Officer
effective | April 2021.

* The Lygon Group had no other connection with the Company or indmdual Directors.

Mitie's other succession planning measures include Leadership Team Development Programmes and Strategic Account Manager Academy, the latter
now also including Strategic Account managers from Interserve Facilties Management. These help to ensure the business develops a diverse pipeline of
talented individuals ready to step up to senior and business-critical rotes. Further detail can be found on page 39.

o
Q
z
°
S
o
=
)
T

Director external appointments and time commitments

The Nomination Committee reviewed the time commitments of Non-Executive Directors to ensure that there were no concerns regarding
overcommitment. This review considered the number of appointments, their scope and the size and type of company in which the role is held, the
views of major shareholders and the latest published guidehines and recommendations,

Diversity and inclusion

Mitie has a Board Inclusion Policy which recognises the importance of the Board's membership reflecting diversity in its broadest sense. At its meeting
in March 2021, the Nomination Committee agreed an additional objective should be added to the policy with regard to ethnicity, and in line with the
Parker Review, tc ensure there is at least one Director from Black, Asian and Minority Ethnic communities, provided this remains consistent with the
skills and diversity requirements when seeking a new appointment 1o the Board.

The policy also sets diversity objectives including to:

» Ensure the Board's membership reflects a combination of demographics, skills, experience, race, age, gender, educational and professional
backgrounds which provides a range of perspectives, insights and challenges needed to support good decision making and reflects the diverse
workforce at Mitie

» Maintain a balance so that a minimum of 30% of the Directors are women, provided this remains consistent with the skills and diversity requirements
when seeking a new appaintment to the Board

= Support and monitor activities to increase the percentage of senior management roles held by women and cther under-represented groups
across Mitie

SiualualeIs |elpuEUly

K is the Board's intention that female representation on the Board be maintained at a level higher than the 33% recommended by the Hampton-
Alexander review, although it is recognised that there may be periods of time when the balance falls below this during the search and recruitment
process. The Committee is pleased to report that 50% of the Directors are women. A breakdown of the gender balance of those in senior
management and their direct reports can be found on page 86

Mitie's Board Inclusion Policy is available at www.mitie.com/investors/corporate-governance.

Derek Mapp

Chair of the Nomination Committee

@mk Py

C98F2953EBFC48B .
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Audit Committee report

Report from the
Audit
Committee Chair

Audit Committee members

Mary Reilly was appointed as Chair of the Audit Committee on
31 july 2018, having been a member of the Committee since

| September 2017, Mary has a wealth of experience as a non-
executive director and chairing audit and risk committees.

She has extensive relevant and recent accounting, finance and
management experience. Mary's full biography can be found
on page 71.

At the date of this report. and throughout FYZ 1, the Audit
Committee comprised independent Non-Executive Directors
who are all considered appropriately experienced to fulfil their

duties, having held senior finance roles across a number of sectors.

Their full biographies can be found on pages 6% to 71,

Chair Mary Reilly

Committee members Nivedita Krishnamurthy Bhagat
Baroness Couttie

Roger Yates

Frequency of Audit Committee meetings

The Audit Committee met | | times during FY21. Far the
Directors' attendance, see table on page 83. Invitations to attend
meetings are normally extended to the Group's external audrtor,
the Chairman. the Chief Executive Cfficer, the Chief Financial
Officer, other members of the Board, the Chief of Staff. General
Counsel & Company Secretary, the Director of Group Finance,
the Group Financial Controfier and the Head of Internal Audit.

The Audit Committee also meets with the external auditor
and the Head of Internal Audrt without the Executive
Directors present.
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Report from the Audit Committee Chair
Ag Chair of the Audit Committee, T am pleased to present my report
to shareholders.

it has been an ntensive year for the business, and therefore also for the
Audit Committee. The COVID-19 pandemic has presented an evolving
risk environment, the rights issue and refinancing have brought technical
challenges, and the acquisition of Interserve Facilities Management
(Interserve) has added opportunity but alse complexity to the business.
The business also appointed a new Chief Financial Cfficer on | April
2021, following an extensive search.

Given this complex environment, | have made a conscious effort to
increase the frequency of contact with senior finance staff throughout
the year, which gave me an opportunity 1o gauge the extent of any
significant issues that emerged and monitor progress.

Despite the challenges, good progress has been made by the Group
during the year to standardise processes and controls across the
enlarged business, manage the associated risks and ensure rigour around
the related financial reporting, including:

» The adoption of a new risk framework (1ISO31000) and establishment
of a plan to drive improvements in risk management. One of the key
steps was the creation of the Group Risk Committee to facilitate and
ensure alignment with corporate deliverables and drive the risk
management process across Mitie,

The review of Interserve’s balance sheet, accounting policies,
processes and controls as part of the acquisition accounting and
integration processes. Training has been provided to the Interserve
FM finance teams to ensure consistent application of Mrtie's
accounting policies, and areas of good practice have been identified
within the Interserve processes which have been retained.

The annual Internal Audrt plan was kept under continual review to
adapt to the changing risk environment facing the business, mainly
the impact of the COVID-12 pandemic and the acquisition of
Interserve. This resutted in multiple changes to the plan with a focus
on supporting the business teams in maintaining effective internal
controls throughout the period of disruption and integration. The
developrnent of the internal control framework has also continued,
which will ensure Mitie is able to comply with impending UK legislation
in this area.

The divisional finance teams were also guided through the impacts

of the COVID- |9 pandemic on complex areas such as revenue
recognition and the UK Government's job retention (furlough)
scheme, to ensure complhance with laws and regulations and
consistent applicabion of Mitie's accounting policies.

The COVID- 19 pandemic continued te have an impact m FY21 an
Mitie's business, both in terms of the delivery of services to customers
and the way in which the Group has operated. However, through
ngorous planning and regular communication both between Mitie's
finance teams and with the external audit teams, we were able to
overcome the challenges of social distancing restrictions and working
remactely, with ne major impacts to systems, financial reporting, internal
controls or the external audit. The FY21 financial reporting process
was conducted m this environment and | am pleased to say that this
reporting has maintained the fugh standards required and has been
delivered in a robust and transparent manner,
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In a letter dated 19 January 2021, the Financial Reporting Council (FRC)
informed Mitie that it had carried out a review of Mitie's Annual Report
and Accounts (ARA) for the year ended 3| March 2020 (FY20). [ am
pleased to report that in that letter, the FRC noted that it had no
questions or queries that it wished to raise. The FRC did highlight a
number of matters to be considered during preparation of the FY2|
ARA, to the extent that users of the accounts would benefit from
enhanced disclosure, which have been duly incorporated.

Matters presented to the Audit Committee related to the acquisition
of Interserve were often complex and judgemental. These included
matters in relation to the sharehclder arcular on the praposed
acquisition, such as the historic financial information, the pro forma
financial information and risk factors. Subsequent to completion of
the acquisition on 30 Navember 2020, matters in relation to year-end
reporting of the acquisition were also challenged by the Audit
Committee including judgements on the cpening balance sheet, and

in particular the valuation of acquired intangihle assets

1a0dad di8aeng

The business continues to progress its transformation programme,
which was reflected in the nature of some of the matters presented
for consideration by the Audit Committee. These judgements also had
to be assessed in the context of the COVID- |9 pandemic, which
added another layer of complexity in some areas. This transformation
programme was scheduled to complete by the end of FY21. However,
the COVID-19 pandemic caused some workstreams to be put on hold
and, as a result, the programme is now expected to complete in FY22,

IDUTUISAOD)

In addition to fulfilling its normal programme of activities this year, the
areas of focus for the Audit Committee in relation to the FY2 | financial
statements have been:

» Assessing the judgements made by management in respect of
acquisitions and disposals made by the Group. In particular the Audit
Committee has assessed and chalienged management’s judgements
related to the acquisition of Interserve, including the determination
of fair values of assets and liabilities on the opening balance sheet,
and valuation of the consideration paid. The Audit Committee also
considered and questioned judgements related to prior year dispesals,
such as the retained liabilities related to the Social Housing business.
Considering the appropriateness of disclosures made in relation to the
Interserve acquisition.

Challenging management's judgements in relation to areas potentially
impacted by the COVID- 9 pandemic, such as the estimate of
deferred contingent consideration for the Catering business disposal,
the testing of the carrying value cf goodwill for impairment, the
adequacy of provisions for the recoverability of debtors, the
recoverability of deferred tax assets in refation to losses and the
evaluation of potential onerous contract provisions.

Censidering the classification of certain costs within Other lterns and
associated disclosure, by reviewing the framewaork of contrals around
the assessment by management, and challenging the nature of the
costs, to ensure the result is that a reader of the Annual Report and
Accounts is provided with an improved understanding of the
underlying results of the business.

Challenging the approach taken by management to support the

going concern and viabifity statemenits set out on pages |46 and 66
respectively, taking into account the potential impacts of the

COVID- 19 pandemic.

-

-
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Further detail regarding the Audit Committee and its work can be found
on pages 94 to 98.

In conclusion, the Audit Committee can provide positive assurance to
the Board that the Annual Report and Accounits 2021, when taken as a
whole, are fair, balanced, and understandable, and provide shareholders
with sufficient and appropriate information to enable shareholders to
assess the Group's posttion and performance, business model and
strategy. As Chair of the Audit Committee, | will be available at the 2021
AGM to answer any questions about the work of the Audit Committee.

Mary Reilly

Chair of the Audit Committee
DocuSigned by:
EADASRICCI1BAA0.. Mitie Group plc | Annuzl Report and Accounts 2021 95
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Audit Committee report continued

Key purpose of the Audit Committee

The Audit Committee provides effective governance of the
appropriateness of the Group's financial reperting and the performance
of both the internal Audit function and the external auditor. The Audit
Committee also supports the Board in meeting its responsibilities in
respect of overseeing the Group's internal control systems, business rigk
management, and refated compliance activities.

The Audit Committee’s Terms of Reference are available at
www.mitle.com/investors/corporate-governance.

Key responsibilities of the Audit Committee in relation

to financial reporting

The primary role of the Audit Committee in relation to financial
reporting is to review, with both management and the external auditor,
the appropriateness of the half-yearly financial report and the Annual
Report and Accounts, concentrating an, amengst other matters:

» The consistency of, and any changes to, significant accounting policies
and practices both on a year-on-year basis and across the Group

* The clarity and completeness of disclosures and the context in which
statements are made

* The methods used to account for significant or unusual transactions
where different approaches are possible

s \Whether the Annual Report and Accounts, taken as a whole, is fair,
balanced, and understandable and provides the information necessary
for shareholders to assess the Group's position and performance,
business model and strategy

To ad the review, the Audit Committee considers reports from the Chief
Financial Officer on judgemental areas, and also reports from the external
audttor on the outcomes of the half-year review and year-end audit.

Significant issues considered by the Audit Committee during
the year

The Audit Committee gives attention to matters t considers to be
important by virtue of their size, complexity. level of judgement
required, or potential impact on the financial statements and wider
business model, and matters pertaining to governance. ldentification of
the issues deemed to be significant takes place following open, frank and
challenging discussion between the Audit Committee members, with
input from the Chief Financial Officer, the external auditor, the Head
of Internal Audit, the Director of Group Finance. the Group Financial
Controller and other relevant Mitie employees.

The Audt Committee considered the significant matters set out below,
and in all cases considered to what extent these judgernents could be
impacted by the COVID- |9 pandemic. Papers were presented to the
Audit Committee by management. setting out the relevant facts,
material accounting estimates, and the judgements associated with each
ttem. The external auditor provided a paper setting out its views on each
area of judgement.

The Audit Committee discussed the papers with managernent.
challenged the underlying assumptions and sought the views of the
external auditor on each matter. For each area of judgement, the Audit
Committee concurred with the treatment adopted by management and
any relevant disclosure presented in the Annual Repert and Accounts.

Interserve acquisition

The Audit Committee considered and questioned papers prepared by
management in relation to the proposed acquisition of Interserve. These
papers included judgements made in the shareholder arcular, including
those related to the historie financal information. the pro forma financial
nformation and the assessment of risk factors. Subsequent to
completion of the acquisition on 30 November 2020. the Audit
Committee has also challenged papers on the opening balance sheet
process, including the determination of fair values assigned to assets
acquired and liabilities assumed, and aiso the fair value of consideration.
As part of this the Audit Committee sought to understand the approach
taken to the valuation of the acquired intangible assets, which incfuded
the involvement of an external valuations specialist, and the Audit
Committee discussed the methodology used and assumptions applied.

The Audit Committee 15 satisfied that the disclosures made within
the FY21 financial statements in relation to the Interserve acquisition
are sufficient,
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Evaluation of the gain on disposal of the Catering business
The Group disposed of 1ts Catering business in FY20, which resutted in
a gain on disposal. The Audit Committee has considered papers
prepared by management explaining the judgments made ta remeasure
the gain on disposal in FY2 1. This remeasurement involved the
estimation of the deferred contingent consideration receivable, which
the Audit Committee questioned in the context of the impact that the
COVID-19 pandemic is having on the catering sector. Following this
assessment, the Audit Committee concurred with management's view
on the associated impairment.

Provisioning for legacy contractual liabilities

Under the terms of the disposal of the Social Housing business, the
Group retained liability for certain contractual issues for completed
contracts. Management has made judgements to arrive at the prowvisions
recorded in the financial statemenits, and the Audit Committee
considered papers prepared by management setting out the basis for
these judgements,

Revenue recognition

Due to the complexity and scale of many of the Group's contracts, and
the impact of the COVID-19 pandemic, revenue recognition continues
to be an area of focus for the Audit Committee. The Audit Committee
has received updates from management throughout the year and has
also reviewed and discussed papers by management on specfic areas of
revenue recognition where jJudgement is required, including long-term
private finance initiative (PF1) lifecycle contracts, In particular
management presented papers covering a revenue recogition review
performed in relation to the contracts acquired with the Interserve
business, which the Audit Committee discussed and challenged,

Valuation of goodwill

The Group carries goodwill as an intangible asset on its balance sheet in
respect of businesses it has acquired {see Note |2 to the consolidated
financial statements).

The Group considers the carrying value of all goodwill on at least an
annual basis, or when an indicator of impairment has occurred. The
vaiuation and impairment review of goodwill is assessed for each
individual cash-generating unit (CGU) and considers the balance sheet
value of the goodwill compared to the net present value of the post-tax
cash flows that are expected to be generated by that CGU. The
approach involves an estimation of the future cash flows expected to be
derived from each CGU and the selection of appropriate discount rates,
which are then applied to the cash flows to calculate a net present value.

The cash flow forecasts used in the review were derived from the most
recent strategic forecast, which was updated to reflect the expected
impacts of the COVID- 19 pandemic on the business ang was reviewed
and approved by the Board.

Management concluded that there was no impairment using efther
the updated forecast or the downside scenario. The Audit Committee
has considered papers prepared by management and has challenged
the assumptions and methedology applied to assess the carrying value
of goodwill.

The need for provistons in respect of potentially

onerous contracts

As part of the year-end process, management performs a review of
contracts to assess whether any contracts may be onerous over the
remaining term of the contract, and therefore may require an onerous
contract provision. The COVID-19 pandemic was specifically considered
as part of this review, both in terms of the short-term impacts, but also
the potential longer-term effects.

The Audit Committee has reviewed the infermation provided by
management, as well as the views expressed by the external auditor.
and has challenged the bases for conclusions on key contracts.

The Audit Committee also specifically challenged management's
assessment of the requirement for the recognition of a lability,
or disclosure of a contingent liability, for the potential Information
Commissioner's Office (ICO) fine related to the Interserve

cyber incident.
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Other material accounting judgements

Management has continued to operate the structured process for the
entification of material accounting judgements made, which are
assessed at both a divisional and Group level, in arriving at the results.
The judgements with a significant actual or potential impact on the
Group's results are presented to the Audit Committee for consideration.

In additicn to the matters outlined above, the Audit Committee has
also considered papers prepared by management in respect of the
following matters:

» The recoverabllity of trade receivables and accrued income, with
specific challenge from the Audit Committee related to the potential
impacts of the COVID- 19 pandemic

¢ Provisicning for, and disclosure of contingent liabilities related to,
the Group's participation in multi-employer pension schemes

» The recoverability of deferred tax assets, in particular in relation to
lasses, where recaverability may be impacted by the effects of the
COVID-19 pandemic

* Provisioning for commercial settlements, disputes and other
contractual liabilities

Allegations of fraud

In instances where allegations of fraud have been reported, these

were investigated as a matter of priority by the Internal Audit function
and reported to the Audit Committee. The Internal Audit reports
summiarising the 1ssues, conclusions and recommendations, were
reviewed and discussed by the Audit Committee, The Audit Committee
then supported the implementation of any required actions, aimed at
preventing future occurrence of simifar issues and enhancing internal
processes and controls,

Use of Alternative Performance Measures (APMs)

The Group's performance measures continue to include some measures
which are not defined or specified under IFRS. The Audit Committee
has considered presentation of these additional measures in the

context of the guidance issued by the European Securities and Markets
Authority (ESMA) and the Financial Reporting Council (FRC) in relation
to the use of APMs, challenge from the external auditor, and the
requirement that such measures previde meaningful insight for
shareholders into the results and financial position of the Group.

In particular the Audit Committee challenged the classification of certain
costs within Other ftems, ensuring that there is a robust framework of
controls around the assessment, and that the classification and disclosure
is appropriate, with the aim of providing a reader of the Annual Report
and Accounts with an improved understanding of the underlying results
of the business. This was achieved through the review by the Audit
Committee of detailed papers prepared by management throughout
the year, setting out each category of Cther ltems, analysing the costs
reported within each category and documenting the rationale as to

why these costs were both incremental to business as usual and directly
related to the category.

The Audit Committee challenged as to whether any costs had been
rejected from the Cther ltems category, based on the framework of
controls around the reporting of Other [tems, Management confirmed
that the divisions continued to engage proactively with Group Finance to
discuss whether potential costs would qualify as Other ltems.

The Audit Committee concurred with the judgements made by
management i respect of the presentation of the APMs. Furthermore,
the Audit Committee concluded that clear and meaningful descriptions
have been provided for the APMs used, that the relationship between
these measures and the equivalent IFRS measures is clearly explained,
that the IFRS measures are afforded equal prominence to the APMs,
and that the APMs support understanding of the financial statements.

A reconciliation of the APMs to the equivalent iFRS measures is
provided in the Appendix - Alternative Perfarrmance Measures on
pages 211 to 213.

Review of the Group’s going concern and viability statements
The Audit Committee has reviewed the Group's assessment of going
concern. The base case forecast used for this assessment includes the
ongoing impact of the COVID- 19 pandemic on each of the Group's
operations. The Audit Committee also reviewed the Group's viability

assessment over a period of three years to 31 March 2024, which
considered a range of scenarios that were based on the potential
financial impact of the Group's principal risks and uncertainties.

After due consideration, the Committee concluded that the assumptions
used in both these assessments were approprate, and reflected the
Group's principal risks and uncertainties. The Committee has also
reviewed the Group's reverse stress tests and challenged management
as to the likelihood of any such scenario occurring, to assess whether it
was reasonable to assume that the likelihood of any such scenario was
remote. Factors that were considered include the current trading
performance compared with the base case, the severity of the downside
scenarios considered in the context of how the Group has traded since
the impact of the COVID- |9 pandemic commenced, and further
mitigation actions available to management.
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Given that the Group's £250m revolving credit facility and £121.5m
of US Private Placement notes mature during the forecast period, the
Committee questioned managerment to test the assumption that the
facilities will be refinanced on materially simitar terms.

As aresult of these chscussions, the Committee concurred with
management that no material uncertainty existed.

The more detailed assessment of the Group's long-term wiability is set
out inthe Viability Statement on page 66.

Internal Audit

The COVID-19 pandemic and the acguisition of Interserve had a
significant impact on the risk profile of the business during the year, and
consequently the Internal Audit plan for FY2 | was subject to greater
review and change than in previous years. The initial plan was presented
to and approved by the Audit Committee in March 2020, prior to the
initral lockdown period for the pandemic. Afl changes to the plan were
discussed with the Chair of the Audit Committee and approved by the
Audit Committee.
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During the irtial months of FY2 1, which coincided with the first
COVID- 19 lockdown, the Internal Audit team concentrated their efforts
on helping to advise the business units on internal control and business
continufty enhancements, to ensure that a robust control environment
was mamntained throughout this period. Subsequently, the focus moved
to delivery of the annual Internal Audit plan.

The audit plan considered the effectiveness of internal processes and
controls, Group-wide and functicnal processes, major contracts,
individual divisional processes and strategic processes; as described, the
impact of the COVID-19 pandemic and the Interserve acquisition have
also been majer considerations.

Siuslwalels |epueUry

Some key areas of focus in the FY2 | audit plan have incduced:

* A review of the internal contrels in the purchase to pay' processes
across the Group;

+ A post-implementation review of a time and attendance system
introduced inte the Cleaning business within the Business
Services dwision;

« An audit of the contract management processes in a major account
focusing on governance, reporting and ongoing contract management
processes; and

+ An audit of compliance with the furlough scheme.

Regular updates were provided to the Audit Committee throughout
FY2| by the Head of Internal Audit. These covered the resufts of the
audit work undertaken and developments in the internal control
environment, highlighting areas where improvements in risk, governance
and cortrol processes were required, In additicn, progress on the
development of the internal control framework, in which the key
internal controls across the business are being reviewad and
documented, was presented to the Audit Committee. As well as
improving the awareness of the impertance of internal controls in
the business, the framework will ensure Mitie 15 able to comply with
impending UK legislation on corporate governance,

Through the updates from the Head of Internal Audit, the Audit
Committee also mentored the progress by management in completing
actions to address the findings from Internal Audit reports, There has
been good progress in ensuring the actions are closed by the agreed
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Audit Committee report continued

completion date, however this remains an important area of focus for
the Audit Committee, and management is required to provide an
explanation if planned closure dates are missed.

Senlor Accounting Officer update

The Chief Financial CHicer presented a paper to the Audit Committee
detailing the processes in place to ensure that the relevant controls had
operated effectively during FY2 | thereby supporting signature of the
Senior Accounting Gfficer certificate. The Audit Cormittee considerad
this paper and was satisfied with the approach taken by management.

External audit

The Audit Committee s committed to ensuring the independence,
effectiveness, and objectivity of the external auditor, and reviews the
performance of the external auditor in respect of audrt related services
and non-audit services every year.

External auditor effectiveness
The Audit Committee monitored the conduct and effectiveness of the
external auditor through its assessment of:

o The experience, expertise, and perceptiveness of the auditor

» The planning and execution of the agreed audit plan and quality
of reports from the auditor

e The conduct of the auditor, including the Audit Cormmittee’s
experience of interaction with the auditor.

In addition to receiving written reports from the external auditor and
from management, the Audit Committee also conducted private
meetings with the external auditor and separately with management.
These meetings provided the opportunity for open discussion and
feedback on the audit process, the responsiveness of management,
and the effectweness of both the internal ang external audit teams,

The Audit Committee is aware that the external auditor (BDO) has been
subject to a review by the FRC's Audit Quality Review (AQR) team in
respect of the audit for the year ended 31 March 2020, The Audrt
Committee Char shared the AQR Inspection Report with the Audit
Committee, and also discussed the findings directly with the BDO partner.
The Audit Committee noted the scope of the review, the key findings
raised, and an area of gaod practise identified, together with BDO's
proposed plan to address the findings. The Audit Committee was satisfied
with BDO's response to address the findings raised, and the BDO plan was
mplemented as part of the audtt for the year ended 31 March 2021.

Non-audit services provided by the external auditor

The Group has a non-audit services policy, approved by the Audit
Commmittee, that ensures the external auditor remains independent and
objective throughout the provision of its independent audit services and
when formulating its audit opinion. This non-audit services policy is
underpinned by principles that ensure that the external auditor does not:

o Audit its own work

» Make management decisions for the Group

¢ Create a conflict of interest

« Find itself in the role of advocate for the Group

The Group non-audit services policy has been updated to reflect the
requirements of the FRC's Revised Ethical Standard 2019, which
became effective fram |5 March 2020 and further limits the types of
non-audit services that external auditors can provide. Under the revised
requirements, permitted services are largely those required by law or
regulation, loan covenant reporting, other assurance services closely
related to the audit or annual report, and reporting accountant services.
The Audit Committee confirms that the updated Group non-audrt
services policy 15 consistent with the FRC's Revised Ethical Standard 2019.

Under this policy, prior to the appointment of the external auditor to
provide any permitted non-audit services, approval must be obtained
from the Chair of the Audt Cammittee, A report of all non-audit
services performed by the external auditor during FY2 1, irrespective
of value, was submitted to the Audit Committee.

A summary of the fees paid to the external auditor for FY21 15 set out in
Note 6 to the financial statements. Fees for other audt-related services
of £115000 primarily refated to the review of the half-yearly financial
report. fees for reporting accountant services of £1,875000 related to
the rights issue and Interserve acquistion, which were permitted under
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the Group non-audit services policy. and fees for other non-audit
services of £9,000. The Audit Commitiee considered reports from both
management and the external auditor, which included montoring of
fees for permitted non-audit services compared with the FRC fee cap,
none of which raised concerns about external auditor independence.

Appointment and reappointment of the external auditor

The Group undertock a competitve external audit tendering process in
2017 and BDO LLP (BDO) was selected as the Company’s external
auditor with effect from |9 September 2017,

Scott McNaughton was the lead partner for BDO on the audit of Mitie
for the year ended 3| March 2021 and was the lead partner for the
previous three years.

For FY21, BDO continued to provide external audit services 1o the
Group. However, BDO acting as the Group auditor utilised the services
of Grant Thornton who acted as component auditors for Interserve.

The Audit Committee considers annually the need to tender the audit
for audit quality or independence reasons. There are no contractual
obiigations in place that restrict the Group's choice of statutory auditor.

The Audit Cormnmittee confirms that the Group is in compliance with the
Statutory Audit Services for Large Companies Market investigation
{Mandatory Use of Competitive Tender Processes and Audit
Committee Responsibilities) Order 2014

Assurance

In accordance with the FRC's Guidance on Risk Management, internal
Centrol and Related Financial and Business Reporting and the Code,

the Board performs a formal annual assessment of the operation and
effectiveness of the Group's internal control framework, covering all
material controls including finandial, operational and compliance controls,
and updates this assessment prior to the signing of the Annual Repert
and Accounts.

These actvities are monitored at executive and divisional leadership
level to ensure that control improvements are mplemented
appropriately and that they are effective. The Head of Internal Audit
assesses the application of control environment improvements and
attends Audit Committee meetings to provide regular updates on the
effectiveness of the Group's internal control framework and the results
of the internal audit work undertaken,

Features of the internal control and risk management frameworks that
ensure accuracy and reliability of financial reperting include:

s A culture of good governance, integrity. competence. fairness.
and responsibility

» Group policies and procedures to support and ensure consistency
throughout the business

o Clearly defined responsibilities, delegated in accordance with the
Group's delegated authority register

» A defined and agreed approach and appetite to managing risks facing
the business

+ The identification of key intarnal controls and clearty defined
responsibility for their affective functioning

Accountability for internal control and risk management systems is
devolved inte each division and any control weaknesses within divisions
are investigated and resolved. Management and the Audit Committee
seek to ensure that ther cause is understood, and mitigating actions are
taken to limrt the potential for recurrence. in view of the work of the
Internal Audit function, management and the externat auditor, it is
considered unlikely that a weakness within a particular division would
have a material impact on the Group.

Review of whistleblowing processes

Part of the Audit Committee’s role |5 to ensure that appropriate
procedures are in place in relation to whistleblowing. Mitie has
continued to operate its ndependent whistleblowing service via an
ndependent third-party provider. An update on whistleblowing activity
is provided to the Board at every Board meeting.
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Directors’ remuneration report

Statement from
the Remuneration
Committee Chair

FY2 1 was a transformative vear for Mitie.
Following the acquisition of Interserve
Facilities Management, the Remuneration
Committee has reviewed the remuneration
policy to ensure that it continues to
support the Group's strategy and
promotes the long-term sustainable
success of Mitie.

On behalf of the Board, | am pleased to present the Directors’
remuneration report for the year ended 31 March 2021,

The report s split into three main parts:

Executive remuneration at a glance. This sets out a summary of
our approach, including how we intend to operate under our policy
and remuneration outcomes for the year,

The Annual Report en Remuneration. This provides more detall
on the above, as well as setting out cther rernuneration-related
disclosures.

The remuneration policy. Cur existing policy has been in piace since
it was approved by 99.7% of shareholders at the 2018 AGM. In
accordance with the normal three-year cycle we are presenting a new
policy for approval at the 2021 AGM. The policy review and the main
changes are summarised below.

The Remuneration Committee has addressed a number of issues during
the year. | have described below the approach the Committee has
taken, together with the context in which key decisions were made.

Response to COVID-19

Mitie's main airn during the COVID-19 pandemic was ta ensure its
colleagues felt informed, supported and recognised for their efforts.
Mitie intreduced new benefits to support the health, financial and mental
wellbeing of colleagues, and produced a dedicated benefits guide, which
was publicised throughout the year. More information is available in the
People Section on pages 38 to 40.

As part of the Group's cost-saving measures in response to the COVID-
19 pandermic the Non-Executive Directors and Chief Executive Officer
{CEG), and members of the Mitie Group Executive {MGX) (including
the Chief Financial Officer {CFO)) volunteered 30% and 20%
reductions to their fees/salaries respectively for a period of five months
from April 2020. Salzries and fees returned 1o their normal level in
September 2020.

In addition, taking inte account the impact of the COVID-19 pandemic
and the decision 1o not recommend a final dividend for FY20, Phil
Bentley waived his FY20 bonus, for which the formulaic outcome was
65% of the maximum. This is consistent with how all senior executives
at Mitie were treated, in that nc FY20 bonuses were paid.

Remuneration review and new policy

Over the last year, the Committee has reviewed the remuneration
arrangements for Executive Directors and the management team, to
make sure they best support the Group's business strategy, reflect best
practice and are aligned with sharehoiders’ interests. As part of our
review of the policy we consulted with major sharehoclders. We have
taken into account the feedback we received and incorporated it into
the development of the new policy.

Our review concluded that our existing policy was generally aligned with
Mitie's underlying purpose and values. However, taking into account the
acquisition of Interserve Facilities Management ('Interserve'}, the
Committee identified an opportunity to improve the alignment of the
policy with the long-term strategy through the intreduction of the one-
off Enhanced Delivery Plan. Other than the addition of the Enhanced
Detivery Plan, the current policy is largely being rolled forward with a
smali number of changes to reflect emerging views on executive pay and
the requirements of the updated UK Corporate Governance Code.
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Directors’ remuneration report continued

» Pensions. For any new Executive Director appointments, including
the new CFQ, Simon Kirknatrick, pension benefits offered will be in
line with the wider workforce. We will also be reducing the existing
pension benefits of the CEQ, Phil Bentley, to this rate by | fanuary
2023. In light of the Interserve acquistion, we are in the process of
reviewing pension arrangements across the Group and will disclose
details of the workforce pension rate once this review has taken place.
Post-employment share ownership requirements. In line with
evolving market practice Executive Qirectors will be expected to
maintain a shareholding in Mitie post departure.

Introduction of the Enhanced Delivery Plan. This s a one-off
plan for the three-year performance penod ending 3| March 2024,
which wilt sit alongside our usual framework and is described in more
detail below,

Further detail on the changes to the policy are provided in the
Executive remuneration at a glance section following this statement.
The new policy is set out in full in our policy report.

Enhanced Delivery Plan (EDP)

In November 2020, sharehalders approved Mitie's acquisition of
Interserve. This is a transformative acquisition for Mitie, expanding its
scale, footprint and penetration of key segments, creating the UK's
largest facilities management company and accelerating the delivery of
the Group's long-term technology-led strategy. The acquisition enhances
Mitie's competitive positioning with customers, unlocks significant growth
opportunities through strategic account management. We set our aim to
generate cost synergies at a monthly run rate equivalent to £35m per
annum by end of FY24, while strengthening its balance sheet and margin
accretion, It also provides a broader platform for Mitie's ESG activities,
including its Plan Zero commitment, and for developing its people.
creating a great place to work,

To incentivise Mitie's senior leadership team to deliver the benefits
from the acquisition and the generation of superior shareholder value,
the Committee is proposing the introduction of a cne-off share plan,
the EDP,

The EDP wilt be linked to superior Return on invested Capital
performance, as weli as exceptional cost and revenue synergy targets,
measured over the three years ending 31 March 2024,

Phil Bentley and Simon Kirkpatrick will be granted core awards of

1 60% and 65% of base salary respectively, which are subject to the
achievermenit of stretching performance measures. They will have the
opportunity 1o earm up to 4x the core award for truly exceptional
performance. The Committee has adopted a number of safeguards to
ensure that out-turns are commensurate with performance. Awards will
be subject to a cap so that the maximum share price growth delivered at
vesting cannot exceed 200% growth in the face value of the award at
grant. The vesting of awards will also be subject to both an absolute
share price underpin and a net debt underpin.

The Committee believes that the EDP is the right plan for Mitie to
support the business at a key stage in its transformation and in a
competitive market will work to secure the management team for the
next three years in generating superior shareholder value. The detailed
features of the plan, ncluding the performance measures and underpins,
have been developed following an extensive shareholder consuftation
process and | wouid like to thank those sharehciders who tack the time
to engage with us and to provide input.

Further details an the EDP are set out on pages | 10 and 114
Remuneration decisions and outcomes in respect of FY21

Salary and fees

In recognition of the impact of COVID-19 the Committee decided to
freeze the salary for the CEQ, Phil Bentley, for FY22. The CEO's salary
will therefore remain at £900,000. The CEO's salary has been
unchanged since his appointment in 241 6. The salary of Andrew Peeler,
whe was interim CFO until 3| March 2021, was £400,000 per annum
since his appontment in 2019 and has remained unchanged.
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FY2) bonus

Phil Bentley's annual bonus for FYZ1 was based on profit, revenue and
strategic/individual performance. At the end of the year the Committee
assessed performance against the targets and was mindful of the latest
shareheclder guidance and market sentiment. As such the Committee
gave careful consideration 1o the year's context taking into account the
experience of colleagues, stakeholders and shareholders.

FY2| was an exceptional year, The Company continued its swift and
decisive response to the COVID-19 pandemic protecting the business,
colleagues and customers from unprecedented levels of uncertainty.
Mitie management recognised the importance of caring for colleagues
and the great work they do, providing critical services to Mitie's clients
and keeping the country runming. During the year Mitie has been able to
enhance the reward offering for afl colieagues as detailed below and has
recruited more than 15,000 pecpie since the start of the pandemic
many of whom are frontline workers or directly supporiing the fight
against COVID- |9 by working in test centres.

Despite the challenges of the pandemic, during the year management
were also able to recognise a significant epportunity for Mitie shareholders
in the form of the acquisition of Interserve. This transformative
acquisttion required the raising of capital which the management tearmn
were also able to successfully deliver through the rights issue which was
supported by a significant majority of shareholders.

As well as successfully completing the Interserve acquisition and caring
for colieagues, Mitie management maintained a focus on the core
business and delivered resilient financial performance exceeding targets
set at the start of the year. Revenue for the year was £2,58%m, including
the impact of Interserve. Strong cash management in the year has also
resutted in a closing net debt of £86.7m which exceeded expectations.
Taking into account the rabust financial performance, management
made a decision to repay the furlough support received in respect of
colkeagues employed directly by Mitie's operations as well as the
amounts in respect of PAYE and VAT deferral.

As a result of the excepticnal efforts of the management team Mitie has
entered FY22 in a robust pasition with a major opportunity to deliver
significant benefits for colleagues, shareholders and other stakeholders.
As such the Committee determined that it would be appropriate for
executives to receive an annual bonus in respect of FY21. In making
this decision the Committee also took inte account the leadership
shown by Phil Bentley since his appointment and the fact that he has
voluntarily waived annual bonus payments in respect of FY'17, FY'18
and FY20 tetalling £1,656,000. Following their assessment, the
Committee has determined that Phil Bentley will recerve an annual
bonus of 78.6% of maximum. Further detas are provided in the
Annual Report on Remuneration.

Andrew Peeler's honus arrangement which was capped at 50% of

base salary and tied to role-specific objectives for FY2{ was pad in

part in January 2021 (£125.000) and the remainder {(£75000) 1s nat
due for payment until the end of his assignment which was extended to
30 June 2021.

2018 LTIP

The Committee assessed the outcome of the August 2018 LTIP awards
granted under the plan against two performance measures. Adjusted
Earnings per Share (EPS) growth; and cash conversion. Foliowing a
review of performance against targets, the Committee determined that
50% of the award would vest in August 2021. This 1s described in mare
detall In the Annual Report on Remuneration.

The Commtee challenged tself to ensure that bonus and LTIP
outcomes were appropriate in the round and was comifortable that the
outcomes were appropriately commensurate with both organisational
and individual performance. The Committee therefore considers that
the policy operated as intended.
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Incentives approach for FY22

For FY22 the Committee is intending to eperate the annuel bonus and
LTIP using the same broad framework that was used for FY21. Phil
Bentley's maximum bonus and LTIP opportunity will be unchanged at
160% and 200% of base salary respectively. The annual bonus will be
based on financial and strategic targets with the mix of measures as
follows: revenue (35%); profit (35%}; free cash flow {10%); individual
objectives (10%); and other strategic targets (10%}. Following a review
of the performance measures used under the LTIP the Commuttee is
intending to intreduce a measure linked to ESG performance. The
introduction of this measure recognises the importance of sustainability
to the business and supports and aligns with Mitie's Social Value
Framework. The LTIP will be based on performance against: adjusted
EPS (50%), cash conversion {35%) and ESG targets (15%).

Andrew Peeler will receve the remainder of his FY2 1 bonus (£75000)
and will not participate in the annual bonus plan or LTIP for FY22.
Andrew receives a cash allowance of 3% of base salary i lieu of
pension, which is in line with the rate currently available to the majorrty
of the workforce.

CFOQ appointment

On |7 March 2021 the Company announced the appointment of Simon
Kirkpatrick as CFC with effect from | April 2021, Simon's remuneration
arrangemenits have been set in line with the shareholder-approved
remuneration policy. Simon will receive a pension cash allowance
equivalent to 3% of base salary, which is in line with the rate currently
available to the majority of the workforce, He will be eligible for

a maximum annual bonus of 130% of base salary and a maximum

LTI® award of |50% of base salary. Simon's annual bonus and LTIP

will be subject to the same framework set out above for Phil Bentley.
Recognising that this will be Simon’s first executive director
appointment, his salary has been set at £350,000, which is at the lower
end of the market and more than |8% lower than the salary of the
previous CFO to serve on a non-interim basis (Paul Woolf at £430,000).
Over the coming years, as Simon develops in the role, the Committee
expects to increase his salary to be in line with the market. As a result,
we anticipate awarding salary increases that are above the rate received
by the wider workforce, subject to his performance and development.
The Committee acknowledges that proxy advisory bodies may highlight
these phased salary increases as a repeated annual area of concern.
However, the Committee considers that this is the most appropriate
approach in the circumstances and provides Simon with the opportunty
to develop in the role. Simen will participate in the EDP and will be
granted a core award of 65% of base salary.

Worlforce remuneration

The Interserve acquisition is transformative for Mitie and the
Committee considers that it also presents a significant opportunity for
the wider Mitie workforce to contribute to the success of the combined
business. The Committee has finalised proposals to reward colleagues
and to encourage wider share ownership through enhancements to the
Share Incentive Plan (SIP). In April 2021 the Company launched Mitie
Free Shares, which focus on rewarding the Group's frontline heroes,
Those colleagues earning under £30,000 per annum will be given 100
free shares, and there is a sliding scale up to colleagues earning in excess
of £60,000 per annum who will be given 25 free shares, The Company
has also announced that the current One-for-Ten matching share offer
under the SIP will be enhanced through the One-for-Two Share Plan
that will be faunched in summer 2021,

Within the wider workforce there was an annual pay review in April
2021, which for salaried colleagues received increases of between 0%
and 4% depending on performance rating (the overall cost being 2.5% of
the salary budget) and for hourly colleagues was in line with obligations
through the Real Living Wage and National Living/Minimum Wage, The
Group Annual Bonus Plan for FY2 1 paid out for eligible colleagues. In
FY2i enhancements to the benefits package were rolled out to all
fronthine colleagues, including those who were formerty with Interserve,
and a review is planned of pension arrangements.

The Remuneration Committee

The members of the Remuneration Committee are all Non-Executive
Directors and are listed in the table on page 83. During the year ended
31 March 2021, the Committee met seven times. For the Directors’
attendance, see the table on page 83.

The Committee has responsibility for determining the remuneration
of Mitie's Executive Directors and the Chairman, taking nto accournt
the need to ensure Executive Directors are properly incentivised to
perform in the interests of the Company and its shareholders. The
Committee is also responsible for setting the remuneration for other
senior executives, including the Mitie Group Executive.

The Committee’s Terms of Reference are available at
www.mitie.com/investors/corporate-governance.

The Committee regularly consults with the CEC and key HR executives
on various matters relating to the appropriateness of rewards for the
Executive Directors, However, the CEO and other Executive Directors
are not present when matters relating directly to their own
remuneration are determined. This 15 also the case for other executives
attending Committee meetings. The Company Secretary attended the
meetings as Secretary to the Committee. The CEOQ and HR executives
attended the meetings by invitation only.

Share plan renewals

Our all-employee share plan rules are due to expire in 202 and we are
therefore asking shareholders to approve renewed plan rules along with
new rules for the LTIP which is not due to expire until 2025. The
majority of existing plan rules have broadly been rolled forward with
minor updates to reflect the latest market practice. At the 2021 AGM
shareholders will be asked to approve the Mitie Group pic Long Term
Incentive Plan, the Mitie Group plc Savings Related Share Option
Scheme and the Mitie Group plc Share incentive Plan.

Concluston

In addition to the approval of the renewed plan rules mentioned above,
we will be seeking approval for the Directors’ remuneration report
(advisory vote). the policy report {binding vate) and the plan rules for
the Enhanced Delivery Plan (binding vote) at the 2021 AGM. | welcome
your views and feedback on any tem.

Jennifer Duvalier
Chair of the Remuneration Committee
|ennifer.duvalier@mitie.com

DocuSigned by:

Joniftr Dwsalior

CFSEBB4A12ED400.
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Directors’ remuneration report continued

Summary of
remuneration policy

Excluding the one-off awards to be made under the Enhanced Delivery Plan for FY22, the Executive Directors’ standard remuneration approach is

made up of the following elerments:
/ \ /-—— Variable —\

++°+®+°=Tmar
Executive incentives and link to strategy

The following table sets out how the intended measures across the incentive plans for FY22 support the Group's strategy and KPis:

Fixed

Sustained and Strong cash-
renewed profie prowdh Quulity client base generative business Strategic targets
Annual bonus v 35% profit v 35% revenue v 10% free cash flow " 20% strategic objectives
(inc. £5G)
LT| P V' 50% adjusted EPS v 35% cash conversion v |5% ESG measures !
EDP v 25% synergies v 75% ROIC

Note: details of the FY22 annual bonus targets will be disclosed in the FY22 remuneration report.
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UK Corporate Governance Code: Provision 40
The fullowing Lable sels out how Lhe revised Remuneration Policy addresses the factors set out in the UK Corporate Governance Lode;

Clarlty The Committee considers that Mitie's remuneration structures are transparent and welcomes open
and frequent dialogue with shareholders on its approach to remuneration, Major shareholders have
peen consulted on the Committee's approach to remuneration, including the proposed changes to the
Remuneration Policy and introduction of the Enhanced Delivery Plan which are subject to approval by
shareholders at the 2021 AGM.

110daa 21818008

S‘ | 't The overall remuneration policy is designed to be comprehensive without becaming overcomplicated
Imphcity . - .
and to encourage Executive Directors to concentrate on the profitable growth of the business, When
developing the remuneration arrangements, the Committee was conscious of ensuring the
overarching structure remained simple and easy to understand for both shareholders and participants.

Risk The Committee considers that the structures of the incentive arrangements do not encourage
inappropriate risk-taking. The following best-practice measures are in place to minimise risks:

» Deferral under the Annual Bonus, the LTIP holding period, the EDP holding period and the shareholding
requirement, including post-cessation. provide a clear ink to the ongaing performance of Mitie's business and the
experience of shareholders;

« The Committee has discretion to adjust the formulaic outcomes if it considers that they are not reflective of the
underlying performance of Mitie or the individual;

« Malus and clawback provisions apply to the Annual Bonus, LTIP and EEP.

]
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Pred |Ctab|||ty One of the Committee's principles is that the majority of reward opportunity for Executive Directors
should be provided through performance-related incentives linked to the Group's strategic goals and
taking account of the Group's attitude to risk: reward under these incentives is linked to both individual
and Group performance. Page | 18 sets out four illustrations of the application of the propased
remuneration pelicy including the potential opportunity levels resukting from threshold, target and
maximum performance under the Annual Bonus, LTIP and EDF.

i i Performance measures and target ranges under the Annual Bonus, LTIP and EDP are designed to be
Pr ionalit . sure get rang LA g
Oport ona y sufficiently stretching in order to ensure out-turns are fully aligned with Mitie's performance.
m
As above, the Committee has discretion to override formulaic outcomes in order tc ensure E
performance is reflective of Mitie's underlying performance. H
s
a
Alienment The Committee believes in an approach to executive pay which is commensurate with value creation %
g exeedt nensurat
for shareholders. The proposed remuneration policy and the Company's incentive schemes have been g
to culture designed to drive appropriate behaviours consistent with Mitie's purpose, values and strategy. 3
(%]

All employee incentive arrangements

The Company alsc operates SAYE share option and Share Incentive Plan arrangements, including Mitie Free Shares, allowing employees to participate in
share ownership and to share in corporate success over the medium term.

Workforce engagement on executive remuneration

In addition to her role as the Chair of the Remuneration Committee, jenrifer Duvalier acts as the Company’s designated Non-Executive Director
responsible for oversight of the Board's engagement with the workforce. In this role jennifer has engaged regularly with the worlforce on a broad range
of topics including reward and benefits. The Company also undertakes an annual engagement survey which includes a range of specific questions on the
Company's pay practices, This survey also presents the workforce with the opportunity to ask its own questions about employee or executive reward,

Through the feedback from the engagement survey, supplemenited with Jennifer’s findings from her regular direct engagement with the workforce, the
voice of Mitie employees is heard at Remuneration Committee meetings. This enables the Remuneration Committee to take into account the views of
employees when considering executive remuneration and the pay and employment conditions throughout the wider workforce.
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Directors’ remuneration report continued

Executive remuneration

at a glance

How we intend to operate our policy for FY22
This table summarises the approach for remuneration arrangements for Phil Bentley as CEO for FY2 1 under the current policy approved by
shareholders at the 2018 AGM, alongside how the Committee intends to apply the new policy in FY22 for Phil Bentley as CEO and Simaon Kirkpatrick
as CFO, subject to shareholder approval at the 2021 AGM. Andrew Peeler’s remuneration arrangements as interim CFO are set out separately on

page 106.
At a glance Frzi FYi2
Base salary CEO: £900000 CEC: £900000
A5 part of the Group's COVID- 19 cost saving measures  CFCx £350000

the CEO volunteered a 30% reduction in hws salary for
five months from Apnl 2020.

Pension cash allowance

CEO: 20% of base salary

CEQ: 20% of base salary
CFO: 3% of base salary

Maximum bonus
opportunity

CEOC: 160% of base salary

CEO: 160% of base salary
CFO: 130% of base salary

Bonus deferral

50% of bonus deferred into shares which vest after at
least two years

50% of bonus deferred into shares which vest after at
least two years

Bonus performance
measures — mix

70% financial, 30% strategic

70% financial, 30% strategic

Bonus performance
measures — metrics

Revenue (35%), profit (35%), and strategic targets {30%)

Revenue (35%), profit {35%), and strategc targets (30%}

Maximum LTIP CEO: 200% of base salary CEC: 200% of base salary
: CFO: 150% base of salary
opportunity
LTIP performance Adjusted EPS (509%), and cash conversion (50%) Adjusted EPS (50%), cash conversion (35%), and ESG
measures (| 5%)
measures
LT! P h o] | d | n g per‘iod Shares released after at least five years (vesting after Shares released after at least five years {vesting after

of two years after vest

three years plus two-year holding period}

three years plus two-year holding period)

Enhanced Delive ry N/A CEQ: core award of | 60% of base salary
Plan Opportuni‘t CFO: core award of 65% of base salary
y Awards are subject to a muttipher of up to 4x based on
stretching performance measures
N/A Return on invested capital (75%) and synergies {25%)

Enhanced Delivery Plan
performance measures

Vesting 1s also subject to both an absclute share price
underpin and a net debt underpin
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Az a glance Fr2l Fr22

En han Ced De| i\/e ry P'an N/A Shares released after at least ﬁ\_re years {vesting after
hOld I ng period Of WO three years plus two-year holding perod)
years after vest

Share ownershi p 200% of base salary 200% of base salary

: Executive Directors will be expected to maintain their
req uirements shareholding at 100% of thesr ownership requirermnent
for one year post departure, reducing to 50% for the
second year post departure, or in either case the actual
sharehalding on departure if lower

140da4 2igsrRaag

Malus and clawback As per policy approved by shareholders at 2018 AGM  As per policy approved by shareholders at 2021 AGM
provisions

Single figure for FY1I
The table below reports a single figure of total remuneration for each of the Executive Directors for the financial year ended 31 March 2021 and their
comparative figures for the financial year ended 31 March 2020,

Note: Andrew Peeler joned the Board as interim Chief Financial Officer on 2 January 2020 and the information in the single figure of total
remuneration for FY20 only reflects his peried as an Executive Director. The LTIP figure disclosed for Phil Bentley for FY20 is in respect of the 2016
and 2017 LTIPs and has been adjusted from the figure included in the FY20 remuneration table to reflect the actual valuation based on the closing share
price on the first date of vesting of the awards, being 3 August 2020 {32.35p) and includes dividend equivaients accrued until the first vesting date.

Phil Bentley

9]
s
<
&
3
s
=)
(Al
o

£ 2021 [ 2020
@ Salary 787500 @ Salary 300,000
@ Benefits 20625 @ Benefits 27508
@ Pensions 180000 @ Pensions 180,000

@ Bonus 1131186 @ Bonus - =

@ LTP 622,086 ® LTP 922348 é,

Total 2,741,397 Total 2,029,856 g

o

2

Andrew Peeler &
£ 2021 £ 2020
@ Salary 366,666 @ Saary 98551
@ Benefits 997 @ Benefits -
@ Pensians 12000 @ Pensions 2957
@ Bonus 200,000 @ Bonus -
® TP - ®.TP -
Total 579,663 Total 101,508

Further information on the above is provided in the Annual Report on Remuneration.
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Directors’ remuneration report continued

Annual Report
on Remuneration

Executive Director remuneration (subject to audit)
The table below reports a single figure of total remuneration for each of the Executive Directors for FY21 and thewr comparative figures for FY20.

Yoar Salary? Benefits’ Pension’ m:-m “é::"'..- LT wu:: Toca!
Pril Bentley 2021 £787 500 £20,625 £180,000 £988,125 £1,131,186 £622,086 £),753,272 £2,741,397
020 £900000 £27508  £180000  £1,107508 £0 £922348  £972348  £202985
Andrew Peeler' 2021 £366,866 0997 £12,000 £379,663 £200,000 £0 £200,000 £579,663
2020 £98,551 £0 £2957  £101508 0 £0 0 £101.508

Nates:

Andrew Peeler was appointed to the Board as interim Chief Financial Cfficer on 2 January 2020 and the information in the table in respect of FY20 sets out his earrings as an Executve Director
from that date to 31 March 202 | when he resgned from the Board,

To mitigate the impact of the COVID- 19 pandernic Phil Bertley and Andrew Peeler volunteered a 30% and 20% ceduction respectively n their salaries for a five-month period from | April 2020.

Benefits are cakulated in terms of UK taxable values ard relate to the cost of private medical cover. car alowance and financial/tax planming advice. Phil Beritley has recened the use of an electric
car for a perod of eight months during FY2 1, wnich attracts 0% benefit n kind tax.

4 The persion bereftt disclosed above comprses cash allowances in lieu of pension contributions for Phil Bentley and Andrew Peeler of 2006 and 3% of base salary respectively. Due to an
adrministrative error, Andrew Peeler's pension cash allowance of £2,957 in respect of FY20 was omitted from the FY20 remuneration table.

[ N3

5 Arnual bonus payable in respect of the financial year includes any deferred element at face value at the date of award. Further nformation about how the level of the award for FY2| was
determined 15 provided on pages 107 and 108,

The LTIP figure disclosed for Phil Bentley for FY21 1510 respect of the 2018 LTIP and has been valued, in line with the regulations, using the average share price of the last three months of FY2|
(51 74p) and includes drvidend equivalents accrued over this pencd, Tris share price 1s bekow the share price at the grant date and therefore none of the amount n the table above is attrbutable
to share price appreciation Further information about nowr the level of vesting was determined 1 prowided on page | 10 The LTIP figure disclosed for Phit Bentley for FY20 is in aspact of the
2016 and 201 7 LTIPs and has been adjusted from the figure ncuded in the FY20 remuneration table to reflect the actual valuation based on the closing share price on the first date of vesting of
the awards, being 3 August 2020 (32 35p) and includes dividend equivalertts acerued unul the first vesting date.

a~

Non-Executive Director remuneration (subject to audit)
The fees for the Non-Executive Directors for FY21 and their comparative figures for FY20 are set out below:

1’ 2020

£000 £000
Derek Mapp 197 225
Nivedita Krishnarourthy Bhagat 4 52
Baroness Couttie? 52 59
Jennifer Duvalier 52 60
Mary Reilly 52 &0
Roger Yates 52 59
Alan Lovel? 10 -
Total 461 515

Notes:
To rnitigate the impact of the COVID-19 pandenc the Non-Executive Directors volunteered 30% reductions in therr fees for a five-month penod from Apnl 2020,

[ -

All amounts were pad in cash and no other UK taxable benefits were receved n ether year.

3 Alan Lovell, Charman of Interse~ve Group Limited, was appomnted to the Board on | January 2021 followng Mtie's acquistion of Inte~serve Faciltes Management from How Group Limited, a
subsidiary of Interserve Group Limited, o 30 Nevernber 2020, Alan resigned from the board on 5 March 13.02I following the sale by How Group Lented of shares representing 10.5% of the
Cormpany's issued sare capral.
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Base salary and benefits
Since his appointment on | November 2016, Phil Bentley's annual base salary has been £900,000. Taking into account the impact of COVID-19 the
Committee has decided to freeze the salary for the CEQ for FY22.

Commencing 9 December 2019, with no review planned, the annual base salary for Andrew Peeler was £400,000, Andrew resigned from the Board
on 3| March 2021 and will leave the Company on 30 June 2021,

Simon Kirkpatrick was appointed as Chief Financial Officer and to the Board with effect from | April 2021 and his annual base salary for FY22 will
be £350000,

Benefits are as described in the notes to the Executive Director remuneration table on page |06, No changes in benefits are planned for FY22,

1iodas nSaeng

The Non-Executive Director fees were last reviewed by the Board in March 2019. Taking into account the impact of COVID- |9 no increases are
propased for FY22 which will therefore be in [ine with FY2 | as follows:

2021' 2020
£000 £000

Chairman fees* 225 225

Non-Executive Directar core fees® 52 52
Additional fees:
Senior Independert Director 7 7

Chair of a Committee 8 8

Notes:

1 The core fees of £52,000 per annum pad to each Non-Executive Director (inciuding the Chairrman) would ordarily total £3 1 2000 for FY22. Total fees including addmional duties would
ordinarity ameunt to £5 16000 for FY22 (£461,109 actual for FY21).

2 The Charman's fee is inclusive of the Non-Executive Director core fee and no additional fees are paid to the Chairrman where he 1s chairman or a member of other Committees,

UTLIAOD

3 For Non-Executive Directoss, ndnidual fees comprise the core fee and additional supplemental fees for the Senior Independent Director and for chairing Committees to reflect the greater
responsbility and time cormmitment required.

Annual Bonus Plan FY2I
Awards in respect of FY21{ were considered under the ABP. Phil Bentley was eligible for a maximum bonus opportunity of 160% of base salary. Andrew
Peeler was eligible for a maximum bonus opportunity of 50% of base salary.

Phil Bentley's award was structured by reference to performance against z blend of financial {70% of the bonus opportunity} and strategic targets (the
remaining 30%). At the threshold level of performance for financial targets, 25% of the maximum bonus opportunity is due, with 50% of the maximum
bonus opportunity due at the target level and |00% at the maximum level. Between these points the out-turn is determined on a inear shding scale basis.

As set out in the Remuneration Committee Chair's statement, FY2| was a transformative year for Mitie. Although the business was negatively impacted
by the COVID- 19 pandemic, the response was strong, both in terms of ensuring the health and wellbeing of frontline colieagues, but also in terms of
refinancing of the RCF and completing the acquisition of Interserve to position Mitie strongly for the future,

The Remuneration Committee gave careful consideration to the annual bonus out-turn for FY21 and took into account the experience of Mitie
shareholders, colleagues and other stakeholders. Recognising the exceptional performance of management in balancing the many challenges of the year,
the Committee considered that it would be appropriate to pay an annual bonus.

SIUBLUSIEIS JelDuUeLY

The Group performed strongly in respect of FY2 1. As set out in the table below the formulaic outcome for the annual bonus for Phil Bentley was
78.6% of the maximum,

Performance measure Weighting Performance range’ Performance Out-tun (% of bonus opportunity)

Operating profit’ 35% of the award £59.1m threshold £634m 14.6%
£65.7m target
£72.2m maximum

Revenue 35% of the award £2,251m threshold £2.585m 35%
£2.370m target
£2,488m raximum

Free cash flow 10% of the award -£112m threshold -£24.5m 10%
-£92m target
-£72m maximum

Other strategic targets 10% of the award N/A The Committee considered performance 9%
aganst the strategic objectives set cut
below and determined that the out-turn
was 90% of the maximum for the CEC.

Individual ohyectves 10% of the award N/A The Committee considered performance  10%
agamst the strategic objectives set out
below and determined that the out-turn
was | 00% of the maximum for the CEO.

Netes,

I Operating profit before other tems from continuing operations.

2 Reverue including share of joint ventures and associates from continuing operations.

3 Performance targets have been increased to reflect the contrbution of Interserve for the period following the acquisition. The Committee |s comfortable that the adjusted figures are appropriate
and are ne less stretching than the onginal targets.
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Directors’ remuneration report continued

The strategic targets and individual objectives set for Phil Bentley were as follows:

Strateglc targeots

Strategy «  £200m rights issue fully underwritten and supported by existing sharehalders
+ Extension of Revolving Credtt Faility, to Decernber 2022 supported by existing bank syndicate
s Interserve acquisition cleared by the Competition and Markets Authority and approved by shareholders
» Accelerated acquistion synerges, delivering more than £4m in-year synergies

Individual objectives

Mohilise irtegration PMO,  * Imegmt@rj PMO SUCCES#U”)I mobilised ] )

comprising external change * Composttion of Integration PMC transitioned frqm majority external resources to majorty Mitie/Interserve resources

experts and combination of * Specialist external resource in Procurement assisting in transformation of procurement function, leveraging the enlarged Mitie Group's
Mitie/Interserve resgurces approximately £1.5bn of spend with suppliers

Develop plan 1o deliver = Muttple synergies identified and plan developed to deliver synergies by end of FY23

synergies from Interserve
transaction

Enhance et promoter « Net Promoter Score increased by 20ppt to +50

score

Enhance employee « Employee engagement increased by 9ppt 1o 55%

engagerment

Launch Plan Zero and gain * Successfully launched Plan Zero Playbook
ESG accreditation « Secured Industry recognrion of Mitie's ESG focus, as evidenced by:
- Increase in Carbon Disclosure Project rating to A- in December 2020, making Mitie the only UK-based £M provider
with a Leadership rating
— Ranked number | Business Support Services company globally by Sustainalytics
~ MSCI rating increased to A4 in December 2020
— SFMI Gold Award (Sustainable Faclties Management Index)

MGX gender diversity ncreased from 0% to 20%
MGX BAME diversity increased from 0% to 10%
« Led two Big Equity summits and mentored several BAME employees

Increase MGX, dwersty *

Maintain tzlert pipeline « Simon Kirkpatrick announiced as Group CFC on |7 March 202 |

The bonus structure and assessment was as follows:

Financial performance Non-financial perfermance Total bonus payable
%ofsalary % ofsalary % of salary %ofsalary  %ofsalary  %of salary Deferred
payableat  payableat  payableat % of salary payable st payableat  payableat  %ofsaary  Totalbonus Casn shares
threshold target  maxamum payable threshold target  maximum payable £000 £000 £000
Phil Bentley 28% 56% 112% 794% 0% 249% 48% 46.4% [EL! 564 565

Andrew Peeler's award was structured by reference to performance against objectives specific te his roles as Chief Financial Officer, as detaled below.

Bonus objectives

+ Tomentor and develop internal Finance heads with a view to establishing their candidacy for the Group role
« Toachieve Group Centre cost savings
« To successfully complete the refinancing of the Company’s Revolang Credrt Facility

The Committee considered the objectives set for Andrew Peeler and were satisfied that they had been successfully achieved during his role
as interim CFO.

Annual Bonus Plan FY22

The ABP will be operated on similar terms for FY22. The maximum bonus opportunity for FY22 for Phil Bentiey and Simon Kirkpatrick will be

160% and 130% of base salary respectively.. Their awards will be payable by reference to performance against a blend of financial (70% of the
banus opportunity) and strategic targets (the remaining 30%). However, if none of the financial targets have been achieved, no bonus will be payable
by reference only to the strategic targets. 50% of any bonus entitlement will be deferred.

Details of the targets will be disclosed in the FY22 remuneration report.

LTIP awards granted in FY2! (subject to audit)
On Il August 2020, the following conditional LT!P awards were granted to the Executive Directors:

Number Face value % of base Performance Performance % vesting at
Award Tyoe of snares' (£000) salary conarions pencd threshold
Phil Berttley Performance  Nilcost 5278592 £1.800.000 20094 Performance  Three financial  25%
LTIPAug 20 options conditons are years ending
setoutinthe 31 March 2023
table below

MNotes:
I Nurnber of shares was calculated based on the average closing middle rmarket orice of 34. p for the fast five trading days before the date of grant.
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LTIP awards granted in FY2 | are subject to two performance measures, adjusted EPS and cash conversion. These awards will vest in 2023 conditional
on performance against the following measures:

Performance measure Weighting Performance range Vesting of portion of the award {performance period three years ending 3. Maren 2023)
Adjusted Earnings per 50% of the award 6% — 2% pa Zero vesting if EPS growth, as adusted by the Cormmittee as appropriate, s less than
Share (EPS) growth 6% pa. If EPS growth is equal to 6% pa, 25% of the award will vest, If EPS growth of 9%

pa s achieved, 70% of the award will vest. Full vesting for this portion will accur if EPS
growth of 12% pa or more s achieved. Between 6% and 9% and 9% and 12%, the
proportion of awards vesting will be deterrmined on a linear siding scale basis.

Cash conversion 50% of the award 80% — 50% pa Zero vesting if cash conversion 15 less than 80% pa. At 80% pa cash conversion, 25% of
the award will vest, 70% of the award will vest if 85% pa cash conversion is achieved.
Full vesting far this portion will occur if 90% pa cash conversion 1s achieved. Between
80% and 85% and 85% and 90%, the proportion of awards vesting will be determined
on a linear sliding scale basis.

odas 38aeng

At vesting the Committee will take into account the impact of the Rights Issue and the Interserve acquisition on the performance measures set and the
Company's performance. The Committee will make any necessary adjustments to ensure that the targets are appropriate and not materially easier or
harder to satisfy than originally intended.

The Comrittee has the discretion to determine the performance measures and how the performance ranges applicable to the award are applied,
including discretion to adjust them in the event of changes in IFRS accounting standards, while ensuring that they are nct materially easier or harder to
satisfy than the original performance measures and ranges.

LTiP FY22
Phil Bentley and Simon Kirkpatrick will be granted LTIP awards of 200% and 1 50% of base salary respectively in respect of FY22.

0
o]
-
)
o
3
I
]
A
o

The Committee has reviewed the performance measures used under the LTIP and, recognising the importance of Mitie's Social Value Framewark,
determined that it would be appropriate to introduce a third measure linked to the achieverment of ESG targets. The performance measures will be:
Adjusted EPS {509%); cash conversion (35%); and ESG targets (15%). Recognising that this is the first year that ESG targets have been used for the LTIP
the Committee will determine the vesting in respect of this element based on an assessment of progress against six ESG metrics for which aspirational
targets have been set which the Committee will take into account when assessing overall performance. In recognition of the volatility impacting FY21
given the impact of COVID-19 and the Interserve acquisition, the Committee determined that the EPS performance targets would be set as absclute
targets instead of growth targets.

The awards will vest in 2024 conditional on performance against the following measures:

Perforrnance measure Weighting Perforrmance range Vesting of portion of the award (perforrmance period three years ending 31 March 2024)
Adjusted Earnings 50% of the award 69p-78p Zero vesting if EPS, as adjusted by the Committee as appropriate, is less than 6.5p. If
per Share (EPS) EPS is equal to 6.9p, 25% of the award will vest. If EPS of 7.4p Is achieved, 70% of the

award will vest. Full vesting for this portion will occur if EPS of 7.8p or more is achieved.
Between 6.9p and 7.4p and 7 4p and 7 8p the proportion of awards vesting will be
determimed on a linear shding scale basis,

Cash conversion 35% of the award 80% - 90% pa Zero vesting if cash conversion is less thar 80% pa. At BO% pa cash conversion, 25% of
the award will vest, At 85% pa cash conversion, 70% of the award will vest, Full vesting
for this portion will accur if 90% pa cash conversion 1s achieved. Between 80% and
85% and 85% and 90%, the proportion of awards vesting will be determined on a
Iinear sliding scale basis,

SIUBLUIEIS [B12UBUIY

Greenhouse gas emission reduction: 60% reduction in Scope | and 2 net emissions versus the FY20 baseiine
Fleet zero carbon: 65% of Mitie's total fleet is zero tailpipe emissions

Employee engagement: improve employee engagement by 6ppt

Customer engagerent: improve net promaoter score (NPS) by éppt

Gender dwersity: increase percentage of wormen holding senior leadership roles to 30%

Ethnic diversity: increase percentage of BAME colleagues holding senior leadership roles to [0%

ESG targets 15% of the award

* s s s s

The Committee has full discretion to ensure that the level of any vesting outcome 1s appropriate based on the overall performance of the Group and
the shareholder experience,
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Directors’ remuneration report continued
I
Detalls of August 2018 LTIP award vesting in FY22

The Committee assessed the outcome of the August 2018 LTIP awards (based on FY2 | results) granted under the plan zganst a basket of
performance measures:

Perfommance Performance Vesting of portion of tne award Mt Vesting
measure Weighting range {performance period three years ending 31 March 2021) performance (% of max)
Adjusted 50% of the 5% - 12%pa  Zerovesting if EPS growth, as adjusted by the Committee as appropriate, is less less than 5% pa 0%
Earnings per award than 5% pa. If EPS growth is equal to 5% pa. 25% of the award will vest. If EPS
Share (EPS) growth of 85% pa is achieved, 70% of the award wil vest. Full vesting for- this
growih portion wil ccour it EPS growth of 12% pa or more s achieved. Between 5% and

8.5% and |2%, the proportion of awards vesting will be determined on a linear

sliding scale basis.
Cash 50% of the 75%—-85%pa  Zero vesting if cash conversion is less than 75% pa. At 75% pa cash conversion, 1174% pa 50%
conversion award 25% of the award will vest. At 80% pa cash corversion. 70% of the award will vest.

Full vesting for this porticn will occur if 85% pa cash conversion s achweved,
Between 75% and 80% and 80% and 85%, the proportion of awards vesting will be
determined on a linear sliding scale basis.

As part of their assessment the Committee took into account the wider context. Following their assessment of performance, the Commrttee
determined that the formulaic outturn of 50% of maximum was appropriate for the july 2018 LTIP awards. Awards to Executive Directors will vest in
August 202 | and are subject to a two-year post-vesting helding period,

Enhanced Delivery Plan

As set out in the Statement from the Remuneration Cemmittee Chair, following the acquisition of Interserve the Committee has proposed the
intraduction of a one-off share plan in FY22. Developed in conyunction with a significant shareholder consultation process the EDP has been introduced
in order to incentivise and reward management for successfully unlocking the growth opportunities presented by the Interserve acquisition. The EDP
operates alongside the existing framework and directly measures the success of the acquisition over the next three years. Stretching performance
targets have been set with maximum payouts under the plan requiring truly exceptional performance and resutting in superior returns for shareholders.

In addition, the plan incorporates several best practice features to ensure that executives are aligned with shareholders, including the following;

« Award cap: the maximum share price growth delivered at vesting cannot exceed 200% growth in the face value of the award at grant.

Holding pericd: To provide additional alignment with shareholders, awards to Executive Directors will be subject to a two-year post-vesting holding
pericd so that the total time horizon is five years,

Share price underpin: The vesting of awards will be subject to an absolute share price underpin. The Committee's intention 1s that awards will be
granted shortly after the approval of the EDP by shareholders at the 2021 AGM, with the number of shares under award determined using the
average closing share price for the five dealing days prior to the start of the financal year on | April 2021 {being 60.5p}, 1¢ provide direct aignment
with the performance period. If the average closing share price for the five days prior to 31 March 2024 does not exceed 60.5p, awards would lapse
in full.

Net debt underpin: Following direct feedback from the shareholder consultation, at vesting the Committee shall also have reference to a net debt
underpin that the average daily net debt for FY24 does not exceed i x EBITDA when determining whether remuneration outcomes under the EDP
remain appropriate. This is mtended as an additional safeguard rather than a performance hurdle.

Phil Bentley and Simon Kirkpatrick will be granted a core award of |60% and 65% of salary respectively with the opportunity to earn up to 4x this level
for delivering truly exceptional performance.

The awards will vest in 2024 conditional on performance against the following measures;

Performance measure Weighting Threshold (1x mutpher} Maxsmum {4x mulsplher)
Return on invested capital  75% of the award 205% 245%
(ROIC) Thisis 1,140 bps above Mite's WACC at 31 March 2021 This is 400 bps above the threshold level

of 3.1%
Synergies split as cost-saving 25% of the award Cost-saving synerges of £35m, in hne with the enhanced  Cost-saving synergies of £56m, representing over-
synergies (85%) and cross- synergies set out N the November 2020 acquisition performance of 60% against the £35m threshold
selling revenues {1 5%) announcernent, {Interserve total overheads are ¢.£80m).

Cross-seling revenues into the Interserve customer base  Cross-selling revenues into the Interserve customer base
of £50m (Measured as revenue from services not of £100m,
currently provided by Interserve to its dients).

For performance between threshold and maximurm the proportion of awards vesting will be determined on a linear
shding scale basis.

Loss of office payments (subject to audit)
There have been no loss of office payments to past Directors during FY21.

Payments to past Directors (subject to audit)
There have been no payments to past Directors during FY21 that relate to ther period as a Director.
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Percentage change in remuneration of Directors and employees
The table below sets out the change in remuneration of the directors who served on the Board and Mitie's UK employees, which is considered the most
appropriate group for comparison purposes.

Salary® Benefia’ Borwn
Awverage pay based on Mitie's UK employees' 25% {208)% {239% qm
s i
Executive Directors o@
2.
Phil Bentley” {125)% {250)% N/A -
9
Andrew Peeler® (8.3)% N/A N/A ]
~
Non-Executive Directors
Crerek Mapp {12.5)% - -
Nivedita Krishnamurthy Bhagat (12.5)% -
Baroness Couttie {10.5)% -
Jennifer Duvaher {12.5)% - -
Mary Reilly (12.5)% - -
Roger Yates (12.5)% -
Alan Lovel® IN{A, - - Q
<
Notes: =
=
| Reflects the change In average annual pay for UK employees employed throughout FY20 and FY2 1, Employees who have been on furiough during FY2 | have been excluded for the purposes g
of this analysis. )
o
2 As part of Mite's actions to mitigate the impact of COVID- 19, the Non-Executive Directors and Phil Bentley, and Andrew Peeler volunteered 30% and 208 reductions in ther fees/salanies
respectively for five months from | April 2020,
3 Includes taxable benefits such as car/car allowance, private medical benefit and private fuel. The increase in the number of electne vehicles, due to Mitie's commitrment to Plan Zero, has impacted
the benefit figure.
4 Phil Berttley's FY20 bonus was £nil as he waived 1t
5 Andrew Peeler was apponted to the Board on 2 January 2020 and resigned from the Board on 3| March 2021, Andrew's percertages have been calculated by companng his FY2 1 salary to an
annualised figure for FY2( based on the figures for his period as a Director during that year; his FY20 benefits and bonus were £nil,
6 Alan Lovell was appointed to the Board on | January 202 | and resgned from the Board on 5 March 2021,
CEO pay ratio
The table below sets out the CEO pay ratio in respect of FY2 1. The previous year's CEO pay ratic data, as published in the FY20 remuneration report, n
is provided for reference. E
fa]
25th percentie Median  75th percentie =i
Year Method Dy ratio pay ratio pay ratc “
Y
Fr2 Option B 143:] 122:1 110 g
Fr20 Option B 154: 1 1391 1081 g

The pay ratios set out above were calculated using the Group's FY2 | gender pay data based on employees as at 5 April 2020 under method B. Method
B was selected because it made use of robust, readily available data and did not require additional analysis intc the more than 45,500 UK employees
employed by the Group. Total pay was calculated for a sample of employees at each quartile in order to ensure that the three identffied employees
were suitably representative of their quartile. A fulltime equivalent total pay figure was calculated for each identified employee using the single

figure methodology. The hourly pay rates were converted into full-time equivalents based on an assumed 40 working hours per week and excluding
overtime payments,

The CEO pay ratio figures for FY21 are broadly comparable to the figures reported for FY2Q, The ratios at the 25th and 50th percentile have
decreased slightly. The CEO's single figure has increased year on year, primarily as a result of an annual bonus being payable in respect of FY21 whereas
the bonus for FY20 was waived. As a Real Living Wage service provider, Mitie continues to increase pay levels amongst fts various contracts and invest
in competitive pay for all employees. Given that Mitie's workforce profile is made up of predominantly frontline customer-facing roles, the employees
at each quartile used to compare Mitie's CEC's remuneration all operate within a frontline role. The Committee is comfortable that the pay ratios are
consistent with the pay, reward and progression policies at Mitie.

The foliowing table sets out the base salary and total pay figures for the employees identified at each quartie,

25th percentike Medlian 75th percentile
Year Eement of pay employee employee employee
Fr2i Base salary (FTE) £18781 £20304 £24347
Total pay (FTE) £19,206 £22,484 £24973
Relative spend on pay
The table below shows the total cost of remuneration in the Group, compared with dividends distributed.
Year anded Year ended
31 March 31 March
2021 2020
£m £m Change
Aggregate employee remuneration 1,473 1,269 16.1%
Equity dividends 0 i4 {100y%
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Directors’ remuneration report continued

Assessing pay and performance

The table below provides a summary of the Chief Fxecutive Cfficer's single figure remuneration over the past ten years, as well as the pay-cut and
vesting levels of variable pay plans in relation to the maximum opportunity. The chart below shows the historical TSR performance over the same
period, with Mitie's TSR restated for the bonus element of the 2020 rights issue. Three indices (FTSE 250, FTSE 350 Support Services and FTSE 350)
have been chosen as they are widely recognised and Mitie has been a member of these indices during the period:

TSR (Rebased o 00)
350 —

300 —

250 [(— ’\\/

200 — T

156 — / . \/
g m— PR

100 +—
50 +—
0 i A 1 1 Il 1 1 L Iy 1 i
March 1] March 12 March |3 March |4 March 15 March 16 March 17 March 18 March 19 March 20 March 21
— Miti FTSE 250  wemmm. FTSE 350 Support Services —ewwsss FTSE 350
FY17
Ruby
McGregor Friz
Fri2 Fri3 FYi4 Y15 Y6 Smith Phil Bentley! Frig FYig Fy20 Fr2l

Single figure
remuneration £1431773 £1105.131 £1447266 £1525824 £244816]  £530628  £479073 £1,102549 £2248348 £2029.856° £2,741,397
Annual bonus elerment
{actual as a % of max) 100% 85% 50% 50% 73% 053 waved walved T9% waived 78.6%
LTIP element (actual
vesting as a % of max) 87.2% 57.2% 0% 25% 69.5% 0% n/a nfa nfa 79.7%? 50%
Note.

I Ruby McGregor-Smith stepped down as Chief Executive Officer on | 2 Decernber 201 6, Phi Bentley joined the Board on | November 2016 and assumed the position of Chief Executve Officer
on |2 Becermber 2016. The figures above include Pl Bertley's rermuneration from | MNoverrber 2016,

2 This figure incudes two LTIP awards that vested based on performance to 3 March 2020 which vested at 1007 and 53% respectively, and share price has been adjusted to the share price on the
first vesting date, 3 August 2020,

Share ownership (subject to audit)

Number of of
oerm Percentage whth
a3 at 31 Merch Value of Target asat 3 u &t 31 March Share ownership
000" target holding sharshoiding 201 20210 guidelines
Phil Bentley? 9,154,496 £1,800,000 2,849,905 642% 21% Achieved

Notes:
| Inchudes shares owned by connected persons,

2 Malue of target holding s 200% of base salary for Phil Bentley, Historically the target shareholding was caleulated by reference to the share price on Pril's appomtment as CEO. In order to align with
typeal market practice and the approach that applies to other members of the MGX the target shareholding will now be calculated using the average share price for the five business days prior to
the end of FY20 (63. 60)

Andrew Peeler is not subject to the shareholding guidelines.
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Directors’ outstanding share interests (subject to audit)}
The following tables provide the outstanding share interests for the Executive Directors:

Directors’ interests granted under the LTIP

Qgtions Options
outstanding wr
Year of as at 31 March Granted Lapsed Fxerosed  wa :m Exercise Earliest normal E
grant 2020°¢ in year nyear nyear 20217 price exercise date® o
aa,
Phil Bentley Naoy 20( 8! 1,700370 - - (1.275.276) 425,094 Nil-cost May 2020 '_':
; ) o
Jul 2017 1,294783 - (608.549) (343.117) M3,1t7 Nil-cost Jul 2020 '8
=4
Aug 2018} 2283069 - - - 2,283,069 Nil-cost Aug 2021 ~
Jure 2019 2,275,608 - - - 2,275,608 Nil-cost June 2022
Aug 2020° 5278592 - - 5278592 Nil-cost Aug 2023
Notes:
| The performance crtena applicable to the November 2016 award were provided on pages | 54 and |55 of the FY20 remuneration report
2 The pe-formance eriteria applicable to the 201 7 awards were provided on pages | 55 and 156 of the FY20 remuneration report, and 47% of the award 1s shown as lapsed n FY21.
3 The performance criteria applicable to the 2018 awards were disclosed on page |10 of this FYZ | remuneration report.
4 The performance critenia applicable to the 2019 awards were provided on page | 54 of the FY20 remuneration report.
5 The performance criteria applicable to the 2020 awards are disclosed on pages 108 and 10% of this FY2t remuneration report o
6 For all awards pror ta August 2020, the number of options has been adjusted for the bonus element of the Rights lssue (x| 93426825). e
7 The dosing market price of the Company's shares as at 31 March 2021 was 62 9p. Adusting for the bonus element of the Rights Issue the highest and lowest closing market prices during FY2 1 3
were 62.9p and 27.25p respectively. g
8 Awards are subject to an additional two-year holding perod, Ay
Directors’ interests granted under the Deferred Bonus Plan
Options Options
outstanding wﬂim
Year of asat3 March Grarted Lapsed Exercised st 31 Exercise Earliest normal
grant 2020 In year in year In year 2021 once exercie date
Phil Bentley June 2019 722847 - - 722,847 Nil-cost June 2021
Notes'
| Granted as part of the ABP 2019 and the numober of options has been adjusted for the bonus element of the Rights issue.
-
Directors' share ownership 5
Number of ordinary shares bensfically owned Number of ordinary shares benefically owned S
as ot 31 March 2021 (or date of cessation ¥ earlier)’ asat 31 March 2020 {or date of cessation If earfier) 2
w
Executive Directors %
Phil Bertley 9,154,496 390555 a
3
Andrew Peeler 0 0 @
Non-Executive Directors
Derek Mapp 494,806 270,798
Nivedrta Krshnamurthy Bhagat 75,108 0
Baroness Couttie 70,582 0
Jennifer Duvalier 67,581 35724
Mary Reilly 79,698 22,646
Roger Yates 160,000 96,713
Alan Lovell 0 0
Notes:

| Alan Lovell was apponted to the Board on | January 202 | and resgned from the Board on 5 March 202 |
2 Nurrber of shares owned as at 31 March 202 . has been adjusted for the bonus elerment of the Rights Issue.

3 The number of shares beneficially owned since 31 March 2021 has changed due to a planned purchase that took place or | Aprl 2021, The revised figures are as follows; Derek Mapp 510603
shares, Nivedta Knshnamurthy Bhagat — 78,925, Barcness Couttie — 74,621, Jennifer Duvalier - 70,464 and Mary Reilly — 83,204,

There have been no changes in Director share awnership between 2 Aprl 2021 and 8 June 2021, the last practicable date priar to the date of this report.
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Directors’ remuneration report continued

Share dilution

The Company manages dilution rates within the standard guidelines of |0% of 1ssued ordinary share capital in respect of all employee schemes and 5%
in respect of discretionary schemes. In calculating compliance with these guidelines the Company allocates availabie headroom on a ten-year flat-line
basis, making adjustments for projected lapse rates and projected increases in issued share capital.

LTIP and deferred bonus awards are satisfied through the market purchase of shares held by the Mitie Group plc Employee Berefit Trust. The potential
dilution of the Company's issued share capital is set out below in respect of all awards granted in the tast ten years under the Company's equity-based
incentive schemes which are being satisfied through the allotment of new shares or treasury shares.

Share dilution at 31 March 202t Dibsiscxy
All share plans (maximum [0%) 8.1%
Discretionary share plans {maximum 5%) 39%
Shareholder voting

Mitie remains committed to ongoing shareholder dialogue and takes an active interest in voting outcomes. Where there are substantial votes against
resolutions in relation to Directors’ remuneration, the Group seeks to understand the reasons for any such vote, and will detail here any actions in
response to it

A resolution to approve the Directors’ remuneration policy as set out in the Annua! Report and Accounts 2018 was passed at the Company's 2018
AGM, At the Company's 2020 AGM, a resolution was passed 1o approve the 2020 Directors’ remuneration report (excluding the summary of the
Directors’ remuneration policy). The results of the votes on these resolutions were as follows:

Nurmber of votes Votes n favour Votes against Withheld!
2018 Directors' remuneration policy - 2018 AGM 2768m 08m 0.Im
95.7% 03% -
2020 Directors’ remuneration report — 2020 AGM 2429m 9.8m 00m
96.1% 39% -
Note:

| Votes withheld are not counted n the calculation of the proportion of votes for or aganst a resolution

Remuneration Committee and its advisors
The Remuneration Committee seeks and considers advice from independent remuneration advisors where appropriate.

Deloitte LLP has acted as independent remuneration advisors to Mitie since September 2017. The advisors attended Committee meetings and provided
advice and analysis of executive remuneration. During ther tenure, the advisors provide no other services to the Company (save in relation to services
connected to executive remuneration and share plans} and also comply with the Code of Conduct for Remuneration Consultants. The advisars' total
cost of advice to the Committee for the year was £58 093 (such fees being charged in accordance with their standard terms of business).

The Committee specifically considered the position of the advisors and was satisfied that the advice the Committee received from them was objective
and independent. given that they provided no other services to the Company.
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Directors’ remuneration policy report

Decision-making process and changes to the policy
The following tables and accompanying notes in this section of the report set out the remuneration policy for Executive Directors and Non-Executive
Directors. The policy is intended to apply. subject to approval by sharehclders. for three years from the 2021 AGM.

Following a considered decision-making process, changes have been made to the policy approved by shareholders at the 2018 AGM, as detailed in the

Statement from the Remuneration Committee Chair on pages 9% to 10}, These include the intreduction of post-employment shareholding

requirements, the reducticn of pension contribution rates for new Executive Directors in line with the wider workforce rate and (for 2021 only) the
introduction of the one-off Enhanced Delivery Plan, Minor drafting changes have also been made to clarify the Committee’s intentions for the operation

of the policy.

As part of its review the Committee consulfted with Mitie's major shareholders and tock into account their views when considering changes to the
policy. In addition, the Committee considerad the input of the Mitie Group Executive (MGX) (whilst ensuring conflicts of interest were appropriately

mitigated) and its independent advisors (Deloitte LLP}.

The policy
The key elements of the policy, to be approved at the 2021 AGM, are set out below.
Purpose and link to strategy Operation Opportunicy Pecformance metrics
Base salary Salaries are generally reviewed annually, Base salary ncreases will normally be nline N/A
Set at levels to attract and effective from | April. The review may with the average increase for the salaried
retain ndividuals of the be influenced by: non-contract UK employees whose salares
calibre required to drive the + the individual's role, experence and Mrtie determines, afthough on cccasion
vision and direction of Mitie. performance: other specific ¢ reumstances such as ‘
« business performance and the wider changes of responsibilities, progression in
market and economic condions: role, experience or a significant increase
+ the range of nereases across the in the scale of the role and/or size. value
Group; and andfor complexity of the Group may also
« an external comparator group be taken into consideration.
comprised of sector comparators and
size adjusted comparator organisations.
Benefits The Group provides a range of benefits Benefits are set at a level which the N7A
To ad retention and be which may indlude a company car/car Committee considers:
competitive within the allowance, private fuel. private health « 15 appropriately positioned against
marketplace, insurance, life assurance and annual leave. comparable roles in companies of
Benefits are reviewed perodically against a similar size and complexity in the
market and new benefits may be added relevant market; and
andfor amended as required to suppart + provides a sufficient level of benefit
the attraction and retention of key talent. based on the role and indvidual
Addrtional benefits may be awarded in circumstances (e.g relocation).
certain recrutment arcumstances which The Committee retains discretion to
may inciude relocation expenses and approve  higher cost than currently
housing allowance. COther benefits may be incurred where factors outside the
offered if considered appropriate and Campany's control have changed materally
reasonable by the Committee, {eg medical inflation) or in exceptional
arcumstances {e.g, relocation).
All Employee Share Executive Directors are elighble to N/A N/A
Schemes participate in any all-employee share plan
To provide opportunities operated by the Company, in line with
for the Directors o prevaiing HMRC guidelines (where
voluntarily invest in the relevant}, on a basis consistent with other
Company cn the same tlerms eligible employees.
as cther employees.
Pension Executive Directors are eligble to The maxinum pension contribution or N/A

To ad retention and
be competitive within
the marketplace

participate in the defined cantribution
pension scheme or to receive a cash

alowance In lieu of a pension contribution.

cash allowance for any newly appointed
Executive Director will be aligned with the
rate available 1o the wider workforce,

The maximum pension cash allowance for
the incumbent Chief Executive Officer 1
currently 20% of base salary and will be
aligned with the rate of the wider
workforce by | January 2023, The
maximurm pension contribution or cash
aliowance for the ncumbert Chiefl Financial
Officer is 3% of base salary, and is aligned
with the wider workforce.
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Directors’ remuneration policy report continued

—
Purpose and link to strategy Operstion Opportunity Performance matrics
Annual Borws Plan (ABP) Measures and targets are set annually and Maximum borus opportunity s |60% of Bonuses are based on stretching finandial

To ncentivise and recognise
execution of the Cormpany's
strategy on an annual basis.
Rewards the achievement
of annual financial and
strategic goals,

Deferral provides alignment
with shareholder interests.

pay-out levels are determined by the
Committee after the year-end based
on performance against those targets.

The Committee may. In exceptional
circumstances, amend the bonus pay-out
should this not, in the view of the
Committee, reflect overall business
performance or indwidual cantribution.
50% of the honus s normally deferred into
shares which vest after a rminimum of two
years (subject to continued employment),
Dividend equivalents are paid in cash on
deferred shares which vest,

Malus and dawbsack provisions apply as
detailed below this table.

base safary for the Chief Executive Officer
and up to | 35% of base salary for any
other Executive Director.

and strategic objectives assessed by the
Committee at the end of the year, with the
underlying airm of encouragng and
rewarding the generation of sustainable
returns to shareholders.

The Cormmrttee has discretion to
determnine the appropriate weightings each
year depending on business priorities. The
financral measures will represent the
mayority of the bonus, with any strategic
objectives representing the balance.
These elements are measured

and calcdated ndependently of

each other,

For the finandal elernent no more than
25% of maximum is normally payable for
threshold performance.

Long Tesm Incentive Plan
LnR

To motivate and incentivise
delivery of sustaned
performance and provide
alignmenit with shareholder
interests.

Annual awards (in the form of nil-cost
options, condrtional share awards or cash
settlernents) are made with vesting
dependent upon the achievernent of
performance conditions over three years.
Award levels and the framewark for
determining vesting are reviewed annualty
to ensure they continue to support the
Group's strategy.

The Committee has the discretion to
decide whether, and to what extertt,
targets have been et and, if an
exceptional event occurs that causes the
Committee to consider that the targets are
no longer appropriate, the Committee may
adjust them.,

Awards will normally be subject to

an addrtional holding period of at least

two years,

Dnadend equivalents may be paid on shares
that vest.

Malus and clawback provisions apply as
detaled below this table.

Awards may be made up to a maximurm
level of 200% of base salary for any
Executre Director.

Performance over at least three financial
years s measured against stretching
objectives which have the underlying am of
encouraging and rewarding the generation
of sustairable returns to shareholders.

Vesting under the LTIP depends on the
achievernent of performance condrtions.
Awards attributable to each performance
condition vest at 25% on achievernent of
the minimum performance threshold, rising
to 100% for achieverment of a defined
upper performance level.

Enhanced Delivery Plan
(ECP)

To incentivise and reward the
delivery of benefits from the
acquiston of Irterserve
Facilities Managernent and the
accelerated delivery of
shareholder value

COmne-off award {in the form of conditional
share awards) to be granted in 2021
subject to approval of the EDP at the
AGM, with vesting dependent upen the
achieverment of performance condtions
measured over three years.

Auwards will be subject to an additional
holding period of two years.

Dreadend equivaleres may be pad on shares
that vest.

Malus and dawback provisions apply as
detalled below this table.

Maximum award of up 1o 640% of base
salary for the Chief Executive Officer and
up to 260% of base salary for the Chief
Financial Officer.

Awvards are 1o be structured as a core
award {up to | 60% of base salary for the
Chief Executive Officer and up to 5% of
base salary for the Chief Financial Officer)
with a performance multiplier of up to
four times,

The value of vested shares from this award
will be hmrted to three times the face value
of these shares at grant.

Powvards will vest based on performance
over three yvears aganst the following
measures:

« Synerges

» Return on invested Capital

The vesting of awards s alse subject to a
net debst underpin and an absclute share
price underpin.

These measures have the undertying am of
encouraging and rewarding the generation
of sustamnable returns to shareholders.

For achievements at threshoid levels of
performance, up to 25% of maxmum
under gach element may vest, nsing to
1002 for achievermnent of exceptional
performance.

Share ownership
To ensure alignment of

interests between Executrve
Directors and shareholders.

Executive Directors are requred, over
time, to build and maintain a minimum
shareholding in the Cormpany worth 200%
of base salary.

They are required to retan halfl of the
post-tax shares vesting under the LTIP

and other share schemes untl the guideline
15 met,

Executwe Directors are normally expected
to rmaintain a shareholding for two years
following stepping down from the Board.
as described on page 105.
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Purpose and link to strategy Operation Opportunicy Performance metrics
Chairman and Non- Fees are normally reviewed every Fees are set at a level which: N/A
Executive Director fees three years. o reflects the commitrment and
To attract and retain high- The fee structure 1s as foilows: contribution that 1s expected from the
calbre indviduals. « the Charman is pard an alkinclusive Cil'\am"nan and the Non-Executive @
MNon-Executive Directors do single fee for all Board responsibilities: Directors: and g
nat participate in any « the NonExecutive Directors are paida~ * 15 3PPropriately postioned against 2
incentive schemes. basic fee, plus additional fees for further comparator roles in compantes of n
responsibilities, sich as the charng of asimilar size and complexity in the 3
Board Committees; relevant market. 3
« fees are currently paid in cash but the Actual fees are disclosed in the Directors’ "
Company may choose to provide some remuneration report for the relevant
of the fees in shares; and financial yaar.
« benefits, u_wclud\r"»g expenses, can be Aggregate feeshvalue of benefits are
provided if conswdt":red necessary on capped at the amount set out in the
a case-Dy-case basis. Campany's Articles of Assodiation.
Malus and clawback provisions
The malus and clawback provisions under the ABP, the LTIP and the EDP may be operated If it comes to light within two years from vesting that
information used to determine performance was materially maccurate and resulted in a material overstatement of an award or in the event of any
act/omission by an individual that would give grounds for summary dismissal (with no time {imit}. For the avoidance of doubt, the clawback provisions
apply to any cash payments made and/or any shares into which bonus is deferred in relation to the ABP, LTIP awards made after the 2021 AGM and/or 9
the Enhanced Delivery Plan awards. H
]
Clawback provisions are such that: g
[ad
« cash payment in relation to the ABP can be reclaimed for a period of up to two years after payment; and o
» vested share awards under the deferred element of the ABP, LTIP and the EDP can be reclaimed for a period of up to two years after vesting
{effected through the operation of malus provisions during the holding peried).
Malus and clawback will appiy in four man circumstances:
» misstatement of results or an error in the calculation of performance;
« misconduct;
» reputational damage; or
« faifure of risk management or control.
Discretions retained in operating the incentive plans 7
The Committee will operate the ABP, LTIP and EDP according to their respective rules and the above policy table. The Committee retains discretion, 3
consistent with market practice, in a number of respects, in relation to the operation and administration of these plans. &
[%]
These discretions include, but are not limited to, the following: f-_:,'
o
e the selection of participants; %
= the timing of grant of an award/bonus opportunity; a'

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

the determination of performance against targets and resuftant vesting/bonus pay-outs:

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

determination of the treatment of leavers based on the rules of the plan and the appropriate treatment chosen;
adjustments required in certain circumstances (e.g. rights issues, corporate restructuring events and special dividends); and
the annual review of performance measures, weightings and targets.

In relation to the ABP, the LTIP and the EDP, the Committee retains the ability to adjust the targets andfor set different measures if events occur

(e.g. material acquisition and/or divestment of a Group business) which cause it to determine that the conditions are no longer appropriate and the
amendment is required so that the conditions achieve their original purpose and are not materially less difficult to satisfy. Any use of these discretions
would, where relevant, be explained in the Directors’ remuneration report and may, where appropriate and practicable, be the subject of consuttation
with the Company's major shareholders.

Legacy commitments

The Committee reserves the right to make any remuneration payments and paymenis for loss of office (including exercising any discretions available
o it in connection with such payments) notwithstanding that they are not in line with the policy set out in this report where the terms of the payment
were agreed [} before the date Mitie's first shareholder-approved Directors remuneration palicy came into effect; {ii} before the policy set out in this
repart comes into effect, provided that the terms of the payment were consistent with the shareholder-approved Directors’ remuneration policy in
force at the time they were agreed or were otherwise approved by shareholders; or {iil) at a time when the relevant individual was not a Director {or
other person to whom this policy applies) and. in the opinion of the Committee, the payment was not in consideration for the individual becaming a
Director or such other person. For these purposes ‘payments’ includes the Committee satisfying awards of variable remuneration and, in relation tc an
award over shares, the terms of the payment are 'agreed’ at the time the award is granted. This policy applies equally to any individual who is required
to be treated as a Director under the applicable regulations.
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Directors’ remuneration policy report continued

Remuneration scenarios for Executive Directors

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

minimurn performance {below threshold) — fixed pay only, comprising base salary effective as at | April 202} and the full year effect of ongoing
benefits and cash allowances in lieu of pension contributians;

on-target performance — fixed pay plus an on-target bonus and 25% of the maximum possible LTIP award vesting and a multiplier of Ix for the EDP
award vesting. On-target bonus for FY22 represents 50% of the maximum bonus; and

maximum performance — fixed pay plus maximum bonus for FY22 of 160% of base salary for the Chief Executive Officer and 130% for the Chief
Financial Officer (structured 70% financial targets and 30% strategic/other), maximum LTIPF awards (of 200% of base salary for the Chief Executive
Officer and | 50% for the Chief Financial Officer) and the maximum muftiplier of 4x for the EDP award vesting (i.e. 640% of base salary for the Chief
Executive Officer and 260% of base salary far the Chief Financial Officer),

maximum performance with share price apprediation — as per maximum performance with illustrative share price appreciation of 50% on the LTIP
and EDP elements.

The scenarios do not include dividend assumptions.

Phil Bentley, Chief Executive Officer {£000} Simon Kirkpatrick, Chief Financial Officer (£000)

Compasttion of Fixed ABP Lme EDP Tota! Compostion of Frxed ABP LTIP ECP Total
package (%} package (%)

Minirmum 100% - - . 100%  Minimum 100% - - 100%
Cn-target 30% 192 12% 39% 100% Cn-target 39% 24% 13% 29% 100%
Maximum 1% 14% 18% 57% 100% Maximum 1 7% 2004 23% 40% 100%
Maximurn with 8% 10% 20% 62% 100% Maximum with 13% 15% 26% 46% 100%
share price share price

appreciation appredation

Value of Value of

package (£:000) Fixed ABP LTP EDF Toul  package (£000) Fixed ABP LTe EDP Total
Minirum 1100625 - - - L100,625 Minimum 372070 - - 372,070
Orn-target 1,100625 720000 450000 1440000 3,710,625 On-target 3070 227500 131250 227500 958,320
Maarmum 1100625 1440000 1800000 5760000 10,100,625 Maxurmum 372070 455,000 525000 S10000 2,262,070
Maxirmurm with Maximurm with

share price share price

appreciation 1100625 1440000 2700000 8440000 13,890,625 appreciation 371070 455000 787500 1365000 2979570

Executive Directors’ service contracts
Al Executive Directors are appointed on rolling service contracts but are subject to annual re-election at the AGM in accordance with the Code.

Under the service contracts. the Company is required to give |2 months' notice of termination of empioyment; Phil Bentley and Simon Kirkpatrick are
required to give |2 months' notice,

Far Executive Directors, if notice s served by either party, the Executive Director can continue to recewe base salary, benefits and pension cash
allowance for the duration of ther notice period during which time the Company may require the individual to continue to fulfil ther current duties or
may assign a period of garden leave.

The Company has the right to make a payment in lieu of notice equivalent in value up to 12 months' base salary payable etther in monthty instaiments or
as a lump sum. The Campany may also pay for any benefits, pension contributions or cash allowances for which the individual would have been eligible
until the date of cessation had full notice been given.

The Executive Directors' service contracts are available for inspection at Mitie's registered office, Mitie's head office and at the 2021 AGM. There are no
other provisicns for compensation on termination of employment set out within the contracts of the Executive Directors.
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For any newly appointed Executive Directors, notice periads will not exceed | 2 months, save in exceptional circumstances; should a notice period
longer than | 2 months be necessary the Committee would expect this to reduce to |2 months over time.

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

Date of agreement

o
o
Phil Bentley 3 October 2016 E
1]
Simon Kirkpatrick | April 202 | 3
s
1]
External appointments ]
The Board recognises that the appointment of Executive Directors to non-executive positions at other companies can be benefical for both the prd

individual director and the Group through the broadening of their experience and knowledge, and individuals are entitled to retain any fees earned in
respect of these appointments.

Non-Executive Directors’ remuneration and appointment terms

The Chairman and Non-Executive Directors receive an annual fee which is paid in monthly instalments. The Chairman's fee is set by the Remuneration
Committee and the fees for the Non-Executive Directors are approved by the Board, on the recommendation of the Chairman and the Chief
Executive Officer. The Non-Executive Directors are paid a basic fee with an additional fee for the Senior Independent Director, for chairing a
Committee, and for being the Designated Non-Executive Director responsible for oversight of the Board's engagement with the werkforce, together
with expenses incurred in carrying out their duties on behalf of the Company. Non-Executive Directors are not eligible to participate in any of the
Company's share schemes, ABP or the pension scheme. They do not receive any ancillary benefits.

The terms of appointment of the Non-Executive Directors are available for inspection at Mitie's registered office, Mitie’s head office and at the 202 |
AGM, The Non-Executive Directors are engaged for an initial term of three years which is terminable on three manths' notice and thereafter on a
rolling term. They are also subject to annual re-election at the AGM in accordance with the Code.

Non-Executive Directors’ engagement terms
The engagement terms of the current Non-Executive Directors are set out below:

Date of Intial contract Notice

Additional duties commencement term period

Derek Mapp Chairrman; Chairman of Nomination Committee 9 May 2017 3 years 3 roriths
Roger Yates Senior Independent Director | March 2018 3 years 3 months
Jennifer Duvalier Charr of Remuneration Committee 26 July 2017 3 years 3 moniths
Mary Reilly Chair of Audit Committee | September2017 3 years 3 months
Nivedita Krishnamurthy Bhagat | June 2017 3 years 3 months
Barcness Philippa Couttie Chair of Social Value and Responsible Business Committee 15 Novernber 2017 3 years 3 months

How the executive pay policy differs from that for other Mitie employees

The remuneration policy for the Executive Directors is significantly more heavily weighted towards variable pay than for other employees, ensuring that
the greater part of their pay is conditional on the successfu! delivery of the Group's business strategy. This helps create a clear link between the value
created for shareholders and the remuneration received by the Directors. Awards under the LTIP and EDP are limited to those in the most senior
leadership roles. For employees below this level, variable pay may consist of share-based awards and annual bonus (both of which will be based on role).
UK-based employees {and Ireland-based employees in the case of the SAYE) have the opportunity to participate in the SAYE and $tP share schemes
and become shareholders in Mitie. From summer 2021 the offering of the SIP share scherme will be enhanced to provide employees with a greater
incentive to invest in Mitie shares, and free shares have been awarded to UK-based employees. Mitie is currently reviewing extending the free shares
principle to employees in other countries.
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How employment conditions elsewhere in the Group are taken into account

The Committee is responsible for overseeing the remuneration poticy for the Group as a whole and 15 mindful of pay and employment conditions in
the wider workforce within the Group and externally when determining executive remuneration. When considering base salary increases. benefits

and pension provision, the Committee reviews overall levels and increases offered to employees across the Group. The Committee also reviews
information with regard to share awards made to other senior management of the Group, noting that: {i) all \K-based employees (and Ireland-based
employees in the case of the SAYE) can participate in the SAYE and SIP share schemes; and (i} participation in the LTIP and EDP is imited to a selection
of senior executives.

How shareholder views are taken into account

The Committee is committed to a continuing discussion with major shareholders and obtains their views when any significant changes to remuneration
arrangements are being proposed. The Committee has undertaken an extensive two-stage consultation process to discuss the proposed changes to the
Remuneration Policy. including the introduction of the EDP. Initially the Committee discussed the proposals with the Company’s largest shareholders
and, after refining them taking into account the feedback from this initial consultation, returned to a larger group of sharehcelders to obtain a wider
range of views, The Committee was pleased that shareholders were broadly supportive of the proposals.
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Directors’ remuneration policy report continued

Policy on loss of office
The rules of the ABP, LTIP and EDP set out what happens to awards if a participant ceases to be an employee or Director of Mitie before the end of
a vesting period, with the relevant service contracts also determining the general treatment of Executive Directors on cessation.

Regarding the ABP, in the event that the participant ceases to be an eligible employee before the date the bonus is paid or is subject to notice of
termination of employment on the bonus date, all entitlernent to the bonus in respect of that financial year would be forfeited, unless the Committee in
its absclute discretion determines otherwise. Deferred shares would vest in full on the date of cessation for ‘good leaver’ reasons, but ctherwise the
shares lapse on cessation of employment.

Generally, any outstanding LTIP and EDP awards would lapse on cessation of employment, except in certan circumstances. Specifically, if the participant
ceases to be an employee or Director of Mitie as a result of death, injury, disability, redundancy. retirement, the sale of the business or company that
employs the individual or any other reason at the discretion of the Committee, then they would be treated as a ‘good leaver’ under the LTIP and EDP
rules i wihtich case awards subsist subject to any perfarmance conditions and any applicable holding period and, if the Committee determines, a pro-rata
reduction. A good leaver has a | 2-month period following the cessation of employment or the end of the holding period if applicable, in which to
exercise their vested awards.

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

Policy on the recruitment of a new Director
For a new hire, the Committee will typically align the Executive Director's remuneration package to the above remuneration policy. However, where
appropriate. the Committee retains discretion te make decisions outside of policy to facilitate hiring key talent as set out belaw.

Base salary will be set based on the individual’s role and experience, with consideration given to internal equity.

Benefits will be provided in line with those offered to other employees at a similar level, with relocation expenses/arrangements provided if necessary.
Individuals will be given a choice of either participation in a defined contribution pension scheme or a cash allowance in lieu of pension, with a maximum
pension contribution or cash allowance set in line with the rate available to the wider workforce.

The maximum level of variable pay that may be offered on an ongoing basis and the structure of remuneration will be in accordance with the approved
policy detailed above (i.e. for the Chief Executive Officer an aggregate maximum of 360% of base salary — 160% annual bonus and up to 200% for LTIP
awards; and, for any other Executive Director an aggregate maximum of 335% of base salary — 135% annual benus and up to 200% for LTIP awards).
This limrt does not include the value of buyout arrangements.

The above policy applies to both internal promotions to the Board and external hires. For external hires, if it is necessary to buy out existing incentive
pay or benefit arrangements (which would be forfeited on leaving their previous empioyer), this would be provided taking into consideration relevant
factors such as the commercal value of the amount forfeited from the previous employer, the performance conditions (i.e. the likelihood of achieving
those} and timing (i.e. where the award is in the vesting cycle). Buyout awards, i used, would be granted under Mitie's existing share plans, atthough, if
necessary, additional buyout awards may be made on more bespoke terms regarding matters such as vesting and performance conditions as permitted
under Listing Rule 94.2.

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

On appointment of a new Chairman or Non-Executive Director, his or her fee will be set taking into account the existing fee structure.

120 Mitie Group plc | Annual Report and Accounts 202 |



DocuSign Envelope (D: 6D3020F3-2619-4212-8ETE-0480B97AG058

Social Value & Responsible
Business Committee report

Report from the
Social Value &
Responsible Business
Committee Chair

Social Value & Responsible Business Committee
members

At the date of this report and throughout FY21, the Social Value &
Respansible Business Committee comprised:

Chair Baroness Couttie

Committee moembers Peter Dickinson. Chief of Staff,
General Counsel & Company
Secretary
Colin Dobell, Managing Director of
Care & Custody
(untl 22 September 2020)
Kath Fontara, Managing Director.
Public Sector, Critical Infrastructure
& Projects

Jasmine Hudson. Group HR, Director

Srnon King, Director of Sustainabifity
& Sccial Value

Claire Lovegrove, Head of Media
Relauens

Jason Towse, Managing Cirector,
Business Services

Smon Venn, Chief Government

& Strategy Officer

Social Yalue Committee & Responsible Business
Committee meetings

The Social Value & Responsible Business Committee met seven
times during FY2 1. Baroness Couttie attended all meetings as
detailed on page 83.

Key purpose of the Social Value & Responsible

Business Committee

The purpose of the Sccial Value & Responsible Business Committee is
to provide oversight and governance for all of Mitie's social value and
responsible business initiatives, ensuring they are aligned to Mitie’s
Purpose, Promises and Values.

Key responsibilities of the Social Value & Responsible
Business Committee

The key responsibilities of the Social Value & Responsible Business
Committee include:

» Drive the scaal value and responsible business agenda on behalf
of the Group

+ Ensure that the Group conducts its business in a commercially
responsiole way to achieve maximum positive impact on the
communities, people and the environment in which it works

» Benefit Mitie's customers, staff and shareholders

The Social Value & Responsible Business Committee
Terms of Reference are available at
www.mitle.com/investors/corporate-governance.

Key activities during the year

Embedded governance structures

The Social Value & Responsibie Business Committee met more
frequently during FY2| reflecting the importance of this area to Mitie's
nusiness. The bi-maonthly meetings also support effective updates on
progress from Baroness Couttie at each Board meeting.

The Committee reviewed the progress of the Plan Zero Steering Group

and Plan Zero Warking Group which were created to oversee the
successful implementation of the three aspects of Plan Zero of 'doing it
curselves’, 'leading the industry' and ‘delivering for clients'. In addition, at
two meetings the Committee reviewed Mitie's Climate Change Risk
Assessment document, which captures climate-related risks and
opportunities in line with the Taskforce on Climate-related Financial
Disclosures (TCFD) recommendations.

Developed Environmental, Social and Governance

(ESG) performance

During FY2t the Committee reviewed proposed activities to improve
Mitie's ESG scores from a number of ESG rating agencies. These
activities when implemented successfully improved Mitie's scores with
several agencies. This includes Sustainalytics whose rating for Mitie
moved to ‘Neglgible' risk and resufted in Mitie ranking as the Number |
in the Business Support Services sector business globally in the january
2021 report. Mitie's CDP rating improved from C 1o an A- Leadership
rating in December 2020 and MSCI also increased its score from A to
AA in the same month.

Integral to the ESG development activities was internal and external
communication of Mitie's strategy and approach 1o social value and
Plan Zero. Webinars for both employees and external attendees have
been run as well as sessions with clients to share Mitie's performance
and plans.
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Social Value & Responsible Business Committee report continued

The Committee has overseen significant progress across all aspects
of ESG, including Mitie's Social Value Framework and Plan Zero.
Details of the progress made is included in the ESG section of the
Annual Report on pages 30 to 4| as well as being referenced in the
Chairman’s statement and Chief bxecutive's strategic review on
pages 7 and 20 respectively.

on Plan Zero
During FY21, Mitie made significant progress on transitioning its fleet to
electric vehicles (EV) with ts | 000th EV being delivered, making Mitie's
the largest pure electric fleet in the UK. Mitie also completed a desktop
analysis of all stes and a physical survey of the |5 main sites, resufting in
energy optimisation interventions which will reduce emissions by an
estimated 300 tonnes of CO; annually. In addition to carbon emission
savings, 228 tonnes of waste was diverted from landfill to energy from
waste during FY2 1.

Mitie’s leadership posrtion has been recognised by winning both the
GreenFieet Private Sector Fleet of the Year (medium/large) and
Business Car Green Fleet of the Year awards, as well as being shortlisted
for the Business of the Year award at the edie Sustainability Leader
Awards. Mitie was also invited to join Aldersgate Group, one of the UK's
leading sustainability organisations, driving policy and debate regarding
environmental issues in the UK.

The Committes reviewed and appraved the Plan Zero Playbaok which
lays out the ‘A to E' methodology Mitie uses to deliver Plan Zerc
solutions for its clients. The delivery of Plan Zero has grown throughout
the year with a pipeline of over £60m as at 31 March 2021,

On the anniversary of Plan Zero in February 2021 at a Group-wide
celebration event Plan Zero was extended to encompass a target of net
zero for Mitie's relevant scope 3 emissions by 2035. This commitment is
part of Business Ambition for |.5°C aligned with the Science Based
Targets inttiative and Race to Zero.

Strong progress on Social Value targets

Building on the four social value targets set in Spring 2020 a total of

13 social value targets have now been agreed and publshed, Strong
progress has been made across these targets in FY2 1 including 3.6% of
employees either on or having completed an apprenticeship (compared
to a 2.3% baseline), aver 8,000 volunteering hours achieved (compared
to 3,032 hours baseline) and emissions for Mitie (excluding Interserve
Facilties Management) down 29% versus baseline, all of which 1s
captured in the Mitie Social Value & Responsible Business Dashboard
which was first published in December 2020. This dashboard shows
Mitie's progress against these |3 targets and is published monthly

on www.mitie.com/esg praviding public transparency on targets

and performance.

The Mitie Foundation relaunched its strategy & purpose and embraced
a change from face-te-face delivery to virtual delivery programmes to
maintain employability and development sessions during the COVID-19
pandemic. Supporting candidates through its referral partners and in
partnership with Mitie clients, the Foundation has delivered nine Virtual
Employability Waorkshops with over [00 candidates benefiting from the
sessions. In addrtion, Mitie's Giving Back programme has surpassed its
FY21 target of 8,000 hours volunteered to causes by Mitie colleagues.
To support the wider Social Value and Diversity & Inclusion Agenda
within Mitie, Foundation candidates have been encouraged to apply

for Mitie opportunities, with over |45 gaining employment within
Business Services,

in September 2020, the second Mitie Social Value Report was published,
setting out the social value targets for FY21 and milestones by year until
FY2S and reporting significant progress over the previous |2 months.

Baroness Couttie
Chair of the Social Value & Responsible Business Committee

DocuSigned by:

Plulippa. (outtiv

30D3847127C61498
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Disclosure Committee report

Report from the
Disclosure
Committee Chair

Disclosure Committee members
At the date of this report and throughout FY21, the Disclosure
Committee comprised:

Chair Phil Bentley

Committee members Derek Mapp

Sirnon Kirkpatrick
(fram | April 2021}

Peter Dickinson

Andrew Peeler
{untl 31 March 20217

Katherine Woods, Deputy
General Counsel

Disclosure Committee meetings
The Disclosure Committee meets on an ad hoc basis. During
FY21, the Disclosure Committee met twice.

Key purpose of the Disclosure Committee

The Disclosure Committee assists and informs the decisions of the
Board concerning the identification of inside information and makes
recommendations about how and when the Company should disclose
that information in accordance with the Company's disclasure poticy.

Key responsibliities of the Disclosure Committee

The key responsibilities of the Disclosure Committee inclucle:

» Monitor whether there are changes in circumstances that may require
an announcement
» Make recommendations to the Board concerning the identification
of inside information
» Make recommendations to the Board regarding how and when
the Comipany should disclose inside information
» Maintain a record of matters considered for disclosure but
not disclosed
» Maintain a record of the Company's public disclosures

Key actlvities during the year

The Committee met twice during the year in connection with the
acquisition of Interserve Facilties Management.

Phil Bentley
Chair of the Disclosure Committee

Al Punt

6ADD32EBFACTABE
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Directors’ report: other disclosures
P

Directors’
report

The Directors present ther Annual Repoert, together with the audited financial statements of the Company and the Group, for the year ended
31 March 2021.

The Directors' report required under the Companies Act 2006 comprises the corporate governance statement on pages 68 1o 93. The corporate
governance statement on pages 68 to 93 fulfils the requirement under Disclosure Guidance and Transparency Rules of the Financial Conduct Autharity

(DTR) 7.2.1.
For the purposes of DTR 4.1.8R, the management report for the year ended 31 March 2021 comprises the Strategic report and this Directors' report,
Cross-references
Employse angagament Detaits of how Mite encourages employee involvement can be found in the Strategic report
on pages 38 to 40,
Diversity and inclusion {including employment Details of Mitie's commitment to diversity and indusion, induding in relation to the employment
of disabled persons) of disabled persons, can be found on page 38
Business relationships Details of how the Directors have had regard to the need to foster Mttie's business relationships with

suppliers, custorners and others, and the effect of this on the principal deaisions taken by the Company
during the year can be found in the Strategic report on pages 42 to 45.

The information reguired to be disclosed by Listing Rule 9.8.4 can be found in the following locations:

Details of any long-term incentive schemes Directors’ rernuneraticn report on pages 9% to 120 and Note 31 1o the consolidated financial statements
Details of any arrangements under which a Director Directors’ remuneration report on page 112

has waived or agreed to waive any emoluments or

future emoluments

Sharehold iver of dividends and future dividends Directors' report on page 127

No shareholder 1s considered a controlling sharehclder as defined in the Financial Conduct Authority Handbook,
The remaining disclosures required by LR 9.8.4 are not applicable to the Company.

Principal Group activities
The Company is the holding company of the Group and its principal activity is to provide management services to the Group. The Group's activities are
focused on the provision of strategic outsourcing services, further details of which can be found on pages 4 to 5 of the Strategic report.

The Company does not have any branches registered overseas, but certain subsidiaries of the Company have registrations/branches across the United
Kingdom, Republic of Ireland, Guernsey, Jersey, Isle of Man, Ascension lsland, Austria, Belgium, Cyprus, Czech Republic, Denmark, Falkland islands,
Finland, France, Germany, Ghana, Gibraftar, Hungary, Kenya, Luxembourg, the Netherlands, Nigeria, Morway, Oman, Poland, Saud Arabia, Singapore,
Slovakia, Spain, Sweden, Switzerland and the United Arab Emirates. Details of the Company's subsidiaries are set out in Note 37 to the consolidated
financial statements.

Given the nature of its activities, no material research and development work is carried out by the Group.
The Board's view on the likely future development of the Group is set out in the Strategic report on pages 12 to 13

Articles of Association

The Company's Articles of Association (the Articles) were adopted at the 2017 AGM. Amendments to the Articies must be approved by at least 75%
of those voting in person or by proxy at a general meeting of the Company. The Articles are available at www.mitie.com/investors/corporate-
governance. A resolution to update the Articles will be put 1o shareholders at the 2021 AGM. Further details can be found in the notes to the relevant
meeting notice which will be published on Mitie's website www.mitie.com.

Significant agreements - change of control

There are a number of agreements with prowisions that take effect, alter or terminate upon a change of control of the Company {including foliowing
atakeover bid), such as bank facility agreements and other finanaial arrangemenits and employee share scheme rules. None of these are considered to
be significant in terms of their likely impact on the normal course of business of the Group, The Directors are not aware of any agreements between
the Company and ts Directors or emptoyees that provide for compensation for loss of office or employment that occurs solely because of a change
of control.

Greenhouse gas emissions, energy consumption and efficiency
Detalls of Mitie's absalute emissions and emissians ratio can be found in the ESG report within the Strategic report on pages 30 to 4. Further
information on the calculations can be found in the Greenhouse gas (GHG) methodology statement avaiiable on Mitie's website at www.mitie.com/esg,
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Environmental data
Details on the Group's environmental performance, including landlord sites, can be found in the table below:

Change from % Change against

Fr20 P2 previous year Fr20
Energy g
Electricty consumed across occupred buildings (kvWh) 4017361 2995119 -1022242 -25% ‘Ef
Gas consumed across ocaupied buildings (kWhy) 3508404 2,704,585 -803.819 -23% §
. . . . . I
Fuel used by fleet for business travel (Kwwh) 113332840 85980058 -27352782 -24% -81
Electricity used by EV fleet for business travel (kWh} 195,356 259495 64,139 33%
Total organisational energy consumption (kvwh) 121,053,961 91,939,257 -29,114,704 -24%
Water
Water consumed across occupied buildings {m3) 34591 26699 -7.892 -23%
VWaste
Total waste to landfill (tonnes) 376 12 -364 97%
Energy from waste (tonnes} - 85 85
Total waste recycled (tonnes) 366 224 -142 -39% g
Total waste generated across occupied buildings (tonnes) 42 32 421 ST% S
Recycling rate 49% 70% 3
o
» Reported data covers company emissions and energy consumgtion that accurs within the UK for Mitie excluding Interserve, Interserve data will be
included from FY22 onwards.
» Refrigerant data has been excluded due to challenges obtaining accurate data on landlord managed sites, this is considered immaterial.
» Total greenhouse gas (GHG) emissions are reported using the financial control approach.
e Mitie's methodelogy aligns with Defra's Environmental reporting guidelines and uses the gevernment’s greenhouse gas reporting conversion factors
to quantify emissions.
Directors
The names of all persons who served as Directors of the Company at any time during FY2| are set out on page 82, Full biographical details of the
current Directors, including Committee membership and external appointments, are set out on pages 69 to 71 n
5
Director independence E
The Board considered the independence of all Non-Executive Directors during Fr2! and determined that, as at 31 March 2021, all Non-Executive =
Directors continued to be independent in mind and judgement, and free from any material relationship that could interfere with ther ability to ﬁ
discharge their duties effectively o
3
Indemnification of Directors and insurance g
-

The Directors and the Company Secretary benefit frorm an indemnity provision under the Articles. Additionally, all Directors and the Chief of Staff,
General Counsel & Company Secretary have been granted a qualifying third-party indemnity provision (as defined by Section 234 of the Companies Act
2006} which has been in force throughout FY2 1 and remains in force as at the date of this report.

Certain subsidiary directors have also been granted a guaiifying third-party indemnity provision which has been in force throughout FY2 1 and remains in
force as at the date of this report.

The Group maintains directors’ and officers’ liability insurance which provides appropriate cover for any legal action brought against the Group's
directors and/or officers. The Group also maintains Pension Trustees Liability insurance which provides cover in respect of legal action brought against
the trustees of Mitie's pension schemes.

Share capital

The Group is financed through equity share capital and debt instruments. Details of the Company's share caprtal are given in Note 28 to the
consolidated financial statements. Details of the Group's debt instruments are set out in Note 24 to the consolidated financial statements. Throughout
the year, the Company's issued share capital was publicly listed on the London Stock Exchange and it remains so as at the date of this report.

The Company has a single class of shares divided into ordinary shares of 2.5 pance each (Ordinary Shares}, The Ordinary Shares are entitled tc one
vote each per share at general meetings and have no right to any fixed income.

In accordance with the Company's Articles of Association, holders of Ordinary Shares are entitled to participate in any dividends pro-rata to their
holding. The Board may propose and pay interim dividends and recommend a final dividend to shareholders for approval at an AGM. A final dividend
may be declared by the shareholders at an AGM by ordinary resolution, but such dividend cannot exceed the amount recommended by the Board.
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Directors’ report: other disclosures continued

Powers of the Company to issue or buy back its own shares
During FY21 the Company allotted 1,053,465 954 new Ordinary Shares as detailed below.

» As approved by the Company's shareholders at a General Meeting held on 13 July 2020, 805,069,771 new Ordinary Shares were issued on 29 July
2020 in connection with the rights issue offered to existing shareholders on the basis of || new shares for every 5 fully-pard Ordinary Shares held.

» As approved by the Company's shareholders at a General Meeting held on 23 November 2020, 149017301 new Ordinary Shares were issued to
How Group Limited and $9,378,882 new Ordinary shares were issued to Project County SPV | Designated Activity Company on | December 2020
in connection with, and as part consideration for, the acquisition of Interserve.

The Company did not undertake any market purchases of its own shares or distribute any shares from treasury during FY21. Exercisable awards under
the Mitie Group ple 201 | SAYE scheme and Mitie Group plc 2001 and 2011 Executive Share Option schemes were underwater during FY2| and no
awards were exercised.

The total number of Ordinary Shares held by the Company in treasury as at 31 March 2021 was 7.744,359, representing 0.5% of the issued share capital
of the Company (2020: 7,744,359, representing 2.1% of the issued share capital of the Company).

At the AGM held on 28 July 2020, shareholders authorised:

e The Directors to allot Ordinary Shares up to an aggregate nominal amount of £914,852.01, equating to | 0% of the ssued share capital of the

Company {excluding treasury shares) as at 22 June 2020

The dis-application of pre-emption rights over allotted shares up to an aggregate nominal value of £457.426.01, equating to 5% of the issued share

capital {excluding treasury shares) and 4.9% of the issued share capital (including treasury shares) of the Company, each as at 22 June 2020

The dis-application of pre-emption rights over allotted shares up to an aggregate nominal value of £457,426.01, equating to 5% of the issued share

capital {excluding treasury shares) and 4.9% of the issued share caprtal (induding treasury shares) of the Company, each as at 22 June 2020, in

connection with the financing (or refinancing, if the authority 1s to be used within six months after the original transaction) of an acquisition or

specified capital investment which is announced contemporaneously with the allotment or which has taken place in the preceding six month pericd

and 1s disclosed in the announcement of the allotment

* The Company to make market purchases of its own shares up to a total of 36,594,081 Ordinary Shares, equating to 10% of the issued share capital
{excluding treasury shares) of the Company as at 22 June 2020

These authorities will expire on the earlier of 30 September 202( or the conclusion of the 2021 AGM. A renewal of these authorities will be put to
shareholders at the 202 | AGM. Further details can be found in the notes to the refevant meeting notice which can be found on Mitie's website.

Restrictions on the transfer of shares

The Ordinary Shares held by Project County SPV | Designated Activity Company are subject 1o the terms of the Share Box Agreement (as further
described in the circular issued to shareholders on 4 November 2020 in connection with the acquisition of Interserve by the Company}, pursuant to
which the vating rights attaching to the Ordinary Shares held by Project County SPV | Designated Activity Company are to be exercised by How Group
Limited and How Group Limited will be able to extract amounts in respect of dividends attaching 1o such Ordinary Shares (subject to certain
restrictions under the Share Box Agreement) for such time as the Crdinary Shares are held by Project County SPV | Designated Activity Company.

The Company is not aware of any other agreements between holders of its securities which may result in restrictions on the transfer of securities or
voting rights. No person has any special rights of control over the Company’s share capftal.

There are no specific restrictions on the size of any sharehelding or on the transfer of shares, which are both governed by the provisions of the Articles.

Under Mitie's Rules on Share Dealing, persens with access to certain confidential company information or inside information are required to follow a
clearance to deal procedure and may be restricted from dealing in the Company’s shares. Persons subject to these requirements are notified individually
and appropriately informed of the rules,

Significant interests in the Company’s share capital

As at 31 March 2021 insofar as it is known to the Company by virtue of notifications made pursuant to the Companies Act 2006 and/or Chapter 5 of
the Disclosure Guidance and Transparency Rules or otherwise, the following persons were directly or indirectly, Interested (within the meaning of the
Companies Act 2006) in 3 per cent. or more of the Company's issued share caprtal (being the threshold for notification that applies to shareholders
pursuant to Chapter S of the Disclosure Guidance and Transparency Rules):

Nurmber of Ordinary

Shares % of votng nghts
Sikchester International Investors LLP 210021.726 14.80%
FIL Limted 143023644 1008%
Brandes Irwestment Partners LP 105,625,101 744%
How Group Limited h ‘ 99378882 7.00%
Heronbndge Investrment Management 82698499 583%
Schroders ple 73762850 520%
FMR LLC 57841059 407%
BiackRock inc 48,794 883 344%
Harris Associates LP. 43421477 3.06%

No changes have been notified to the Company pursuant to Chapter 5 of the Disclosure Guidance and Transparency Rules between the end of the
period under review and 8 june 2021, the latest practicable date prior to the date of this report.

Directors’ interests n the Company's share capital are set out in the Directors’ remuneration report on page |13,
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Financial results
A detailed commentary on the operational and financial results of the Group for the year is contained within the Strategic report, including the
Finance review on pages 26 to 29.

The Group's loss before tax from continuing operations for the year ended 3| March 202 was £9.1m (2020: £48.4m profit).

Dividends
No interim dividend was paid (2020: |.33p. restated to 0.6%p for the bonus element of the Rights Issue) and no final dividend is recommended
(2020: nil}.

Total dividends per Ordinary Share for the year ended 3| March 2021 are nil (2020: | 33p, restated ta 0.69p for the bonus element of the
Rights Issue).

As at 31 March 2021, the Company had distributable reserves of £86.6m (2020: £86.4m).

uodas 3i8aeng

Mitie operates a Dividend Re-lnvestment Plan (DRIP) which allows shareholders to use their cash dividend to purchase additional Ordinary Shares.
Further details on the cperation of the DRIP and how to apply are available from Mitie's Registrar, Link Group.

The trustees of the Company’s Employee Benefit Trust have agreed to waive dividends payable on Ordinary Shares held by the trust in respect of the
year ended 3| March 2021,

In accordance with Section 726 of the Companies Act 2006, no dividends are paid on Ordinary Shares held in treasury.

Financial instruments
The Group's financial instruments include bank borrowing facilities, lease habilities, overdrafts, US private placement loan notes and derivatives which
are used to manage interest, currency and other risks when necessary or material.

The principal objective of these instruments is to raise funds for general corporate purposes and to manage financial risk, Further details of these
instruments are given in Note 25 to the consolidated financial statements.

Disclosure of information to the auditor

Each Director in office as at the date of this Directors’ report confirms that:

[
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e So far as he/she is aware, there is no relevant audit information of which the Company's auditor 15 unaware
» He/she has taken all the steps that he/she ought to have taken as a Director to make himself/herself aware of any refevant audit information and to
establish that the Company's auditor is aware of that information

This confirmaticn is given and should be interpreted in accordance with Section 418 of the Companies Act 2006,
By order of the Board

s
2
a
Peter Dickinson =
Chief of Staff, General Counsel & Company Secretary 8
10 June 202 E]
m
g

DocuSigned by:

Pubr Dickinson,

9153130E17564CC .
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Directors’ report: other disclosures continued

Statement of Directors’ responsibilities in respect of the Annual Report,
Remuneration report and financial statements

The Directors are responsible for preparing the Annual Report and financial statements in accordance with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the Directors are required to prepare the
Group financial statements in accordance with international accounting standards in conformity with the requirements of the Companies Act 2006 and
with International Financial Reporting Standards (IFRSs) adopted pursuant to Regulation (EC} No 160672002 as it applies in the European Union and
have elected to prepare the Company financial statements in accordance with United Kingdom Generally Accepted Accounting Practice {(United
Kingdom Accounting Standards) and applicable law including FRS 101 Reduced Disclosure Framework.

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

In preparing these financial statements, the Directors are required to:

+ Select surtable accounting policies and apply them censistentiy

» Make judgements and accounting estimates that are reasonable, relevant, reliable and prudent

s For the Group financial statements, state whether they have been prepared in accordance with IFRSs as adopted by the European Union, subject to
any material departures disclosed and explained in the financial statements

¢ For the Company financial statements, state whether applicable United Kingdom Accounting Standards have been followed, subject to any material
departures disclosed and explained in the finandial statements

+ Prepare the financial statements @n a going concern basis unless #t 1s inappropriate to presume that the Group or Company will continue in business

+ Prepare a Directors’ report, Strategic report and Directors’ remuneration report which comply with the requirements of the Companies Act 2006

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company's transactions and disclase
with reasonable accuracy at any time the financial position of the Company and enable them te ensure that its financial statements comply with the
Companies Act 2006 and, as regards the Group financal statements, Article 4 of the IAS Regulation, They are also responsible for safeguarding the
assets of the Comnpany and for taking reasonable steps for the prevention and detection of fraud and other rrregularrties.

The Directors are responsible for ensuring that the Annual Report and Accounts, taken as a whole, are fair, balanced and understandable and provide
the infermation necessary for shareholders to assess the Group's position and performance, business model and strategy.

Directors' responsibilities pursuant to DTR4.1.12
The Directors confirm that to the best of their knowledge:

» The Group financial statements, prepared in accordance with the applicable set of accounting standards, grve a true and fair view of the assets,
liabilities, financial position and profit or loss of the Company and the undertakings included in the consclidation taken as a whole

s The management report includes a far review of the development and performance of the business and the position of the Company and the
undertakings included in the consolidation taken as a whole, together with a description of the principal risks and uncertainties that they face

Website publication

The Directors are responsible for ensuring that the Annual Report and the financial statements are made available on a website. Financial statements are
published on the Company's website in accordance with legislation in the United Kingdom governing the preparation and dissemination of finandial
staternents, which may vary from legislation in other jurisdictions. The maintenance and integrity of the Company's website is the responsibility of the
Directors. The Directors' responsibility also extends to the ongoing integrity of the financial statements contained therein.

By order of the Beard

Phil Bentley Simon Kirkpatrick
Chief Executive Cfficer Chief Financial Officer
10 lune 2021 10 June 2021

Docu$igned by:
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DocuSigned by:
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Technology is changing our industry.
Mitie’s vision is to harness its ‘science
of service’ to generate social value
through everyday operations.
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Independent auditor’s report

Independent auditor’s report
to the members of Mitie Group plc

Opinion on the financial statements
in our opinon:

the financial statements give a true and fair view of the state of the Group's and of the Parent Company's zffairs as at 31 March 2021 and of the
Group's loss for the year then ended;

the Group financial statements have been properly prepared in accordance with IFRSs adopted pursuant to Regulation (EC) No 160612002 as it
applies in the European Uniory,

the Parent Company financial statements have been properly prepared in accordance with FRS [0 'Reduced Disclosure Framework” (United
Kingdom Generally Accepted Accounting Practice); and

the financial staternents have been prepared in accordance with the requiremenits of the Companies Act 2006; and, as regards the Group financial
statements, Article 4 of the IAS Regulation.

We have audited the financial statements of Mitie Group Plc (the ‘Parent Company'} and its subsidiaries (the ‘Group’) for the year ended 3| March 2021,
which comprise the Consalidated Income Statement, the Caonsalidated Statement of Comprehensive Income, the Consolidated Balance Sheet, the
Consalidated Statement of Changes in Equity. the Consolidated Statement of Cash Flows, and notes to the consolidated financial staternents, including a
sumrnary of significant accounting policies. The financial reporting framework that has been applied in their preparation is applicable law and International
Accounting Standards In conformity with the requirements of the Companies Act 2006 and International Financial Reporting Standards adopted
pursuant to Regulation (EC) Mo 16062002 as it applies in the Buropean Union,

The Parent Company financial staterments comprise the Company Balance Sheet, the Company Statement of Changes in Fquity and notes to the
company financial statements, including a summary of significant accounting policies. The financial reporting framework applied is applicable law and FRS
101 ‘Reduced Disclosure Framework” (United Kingdom Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audd in accordance with International Standards on Auditing (UK) (I5As {LUK)) and applicable law. Gur responsibilities under those
standards are further descnibed in the Auditor's responsibilities for the audit of the financial statements section of our report. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion, Qur audit opinion is consistent with the additional report to
the Audit Committee.

Independence

Following the recommendation of the Audit Committee, we were appointed by the Board of Directors on 19 September 2017 1o audit the financial
statements for the year ended 31 March 2018 and subsequent financ:al periods. In respect of the year ended 31 March 2021, we were reappointed by
the members on 28 July 2020. The period of total uninterrupted engagement Including reappeintments is four years, covering the years ended 3| March
2018 to 31 March 2021

We remain independent of the Group and the Parent Company in accordance with the ethical requirerments that are relevant to our audit of the
financial statements in the UK, including the FRC's Ethical Standard as applied to hsted public interest entities, and we have fulfilled our other ethical
responsibilities in accordance with these reguirements.

Following the acquistion of interserve Facities Management {“interserve component”) on 30 Noverniber 2020, we undertook procedures, m
cooperation with the management of Mitie Group Pic, to identify and evaluate any current or recent interests or relationships, including any non-audit
services provided to the Interserve component. As a result of this exercise, we identified certain relationships and services which, taking into account
avallable safeguards, could comprormise our Integrity, objectivity or Independence. As required by the FRC's Fthical Standard we proceeded to terminate
these services within three morths of the acquistion date.

Subsequent to this, three additional non-audit services were identified, These services are not included within the FRC £thical Standard's permitted list of
services to public Interest entities and. aithough they were terminated at the earliest opportunity. this constituted a breach of the FRC's Ethical Standard
as they were terminated outside of the three-month tmeframe.

The services were provided by overseas member firms of the BDO network and constituted certain payroll, bookkeeping and tax services; in total, the
fees during the period when the services were prohibited were insignificant in comparison to the audit fee and amounted to £9.000.

We have assessed the threats 1o ndependence as a resuft of the provision of these services and, in our opinion, we do not consider that our
independence has been compromised as a result of the breach of the FRC's Ethical Standard.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the Directors’ use of the going concern basis of accounting m the preparation of the financial
statements is appropriate. Our evaluation of the Directors’ assessment of the Group and the Parent Company's ability to continue 1o adopt the going
concern basis of accounting included:

= Evaluated the further potential impact of COVID-13, including consideration of risks and uncertainties identified by the Directors that are associated
with the Group's customers, suppliers and warkforce. We assessed this against our own views on the risks based on our understanding of the business
as well as the roll-out of the vacanation and the impact of Government restrictions, the wider sector and the business’ performance in the 2021
financial year;
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We obtained the Directors cash flow forecasts and challenged the key assumptions in respect of revenue growth, gross profit margins, cash
generation and the potential impact of key provisions and contingent liabilities with reference to our knowledge of the business. its historical
performance and results, We evaluated whether the Directors had considered appropriate risks and uncertainties in the preparation of the cash flow
forecasts based on cur assessment of the risks and issues relating to the business;

* We tested the integrity of the forecast model and assessed its consistency with approved budgets:

+ We obtained and critically reviewed the Directors’ reverse stress test analysis, performed to determine the point at which: g
— afurther downturn in revenues %
- adeterioration of gross margin k3
- alack of planned cverhead savings é
— net debt deterioration due to working capital cutflows r%
would result in a covenant breach or liquidity shortfall and without further mitigation would potentially mpact the geing concern of the business. Our
consideration included an assessment of whether the reverse stress test analysis appropriately related to the key risks and 1ssues to which the models
were sensitive;
+ We considered the potential impact of contingent liabilities and provisions falling due within the going concern pericd, and the impact on sensitivities
and covenant headroom;
= We considered and challenged the nature and feasibility of the mitigating actions available to the business:
= We challenged the Directors conclusion that the downside sensitivities required for either a covenant breach or liquidity shortfall was remote by
reference to our knowledge of the business, and the wider environment in which it operates. This included an assessment of reserve stress test
sensitvaties, COVID-19 factors, as well as current trading performance:
+ We obtained the new financing agreements entered into by the Group during the year and confirmed that the facility was extended to December
2022 and covenant relaxed; 9
= We evaluated forecast covenant compliance and headreom calculations with reference to the covenants stated in the relevant lender agreements; é
= We assessed covenants during the year and at year end, confirming that the Group were compliant under the terms of the lender agreements and a
waiver received: and ﬁ

* We reviewed the adequacy of disclosures in the financial statements in respect of going concern.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that, individually or collectively,
may cast significant doubt on the Group and Company's ability to continue as a going cencern for a period of at least twelve months from when the
financial statements are authorised for issue,

In relation to the Parent Company's reporting on how it has applied the UK Corporate Governance Code, we have nothing material to add or draw
attention 1o in relation to the Directors’ statement in the financial statements about whether the Directors considered it appropriate to adopt the going
concern basis of accounting.

Our responsibilities and the responsibilities of the Directors with respect to going concern are described in the relevant sections of this report.
Overview
Coverage' 100% (2020: 979%) of Group revenue

99% (2020 98%) of Group total assets
Key audit matters (“KAM") 1) Revenue recognition and cut-off of accrued income — consistent with prior year
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2) Presentation of Other ltems—consistent with prior year

3) Accounting for the acquisition of the Interserve component — new KAM due to significance of
acquisition in the year

4y Provisions and contingent liabilities — new KAM due to the key judgements made over specific
claims, potential clams and onerous contracts arising within the acquired Interserve component

The prior year KAM:s also included recoverability of trade receivables and accrued income. Whilst
the Group continues to have provisions in place for these balances, based on collection of
recevables during the current and prior year, this is no longer considered a KAM.

Materiality Group financial statements as @ whole

£3.8m {2020: £3.5m) based on 5% of 3-year normalised average continuing profit before tax and
other items (202C: 5% of continuing profit before tax and other items)

These are areas which have been subject to a full scope audit or specific audit procedures

An overview of the scope of our audit

Cur Group audrt was scoped by obtaining an understanding of the Group and its environment, including the Group’s system of internal control, and
assessing the risks of material misstaternent in the financial staterents. We also addressed the risk of management override of internal controls, inctuding
assessing whether there was evidence of bias by the Directors that may have represented a risk of material misstaternent.

The Group operates through a number of legal entities, which form reporting components, consistent with the segmental analysis as disclosed in Note 3
to the financial staterments. Technical Services, Business Services (incorporating Security and Cleaning). the Parent Comparty and the Interserve
component were considered to be significant components subject to full scope audits,

Specialist Services (incorporating Landscapes, Waste and Care & Custody) and Corporate Centre were considered to be non-significant components,
where we performed speafic audit procedures on discrete financial statement areas that we considered presented risks of material misstatement to the
Group financial statements. The remaining areas were subject to desktop review procedures.

BDQ, through either Group or Component teams completed all audits and desktop review procedures, with the exception of the Interserve
component, which was audited by a non-BDO firm.
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Independent auditor’s report continued

Our involvement with component auditors

For the work performed by the BDO and non-BDC component auditors, the Group team determined the level of involvement needed in order
to be able to conclude whether sufficient appropriate audit evidence has been obtained as a basis for our opinion on the Group financial statements
as a whole.

Based on the identified risk of misstatement within the Interserve component it was determined that significant involvement was required by the
Group audit team. The scope of work performed by the non-BDC cormponent auditor was a full scope audit of the acquisition balance sheet at
30 November 2020 and the audit of the 4-month period ended 31 March 2021

Our involvernent with compenent auditars for both reporting periods included the following:

= Issue of detalled Group reporting instructions, which included the significant areas to be covered by their audit {including applicable key audit matters
as detailed below). and set cut the information required to be reported to the Group audit team;

+ Regular communication with the component auditors throughout the planning, execution and completion phases of the audit;

* Members of the Group audit team virtually attended the key meetings and had detailed discussions with the compaonent auditors and component
ranagernent throughout the audit process in respect of significant risk areas; and

= Remote review of their working papers with additional challenge and specific work requests to ensure alignment with conclusions drawn.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the financial statemenits of the current
period and include the most significant assessed risks of material misstaternent {whether or not due to fraud) that we identified, including those which
had the greatest effect on: the overall audit strategy, the allocation of resources in the audit, and directing the efforts of the engagement team. These
matters were addressed in the context of our audit of the financial statements as a whole, and in forming our apinion thereon. and we do not provide
a separate opinion on these matters.

Key audit matter How the scope of our audit addressed the key audit matter
Revenue The accounting for new and modified contracts The audit procedures completed included the following:
recognition in needs to be assessed to ensure compliance with ) .

g P + Tested a sample of new and modified contracts in the year by
respect of new accounting standards. }

d dified evaluating Management's IFRS 15 contract assessments, testing detalls
an tmot' te d The Group holds material levels of accrued to contracts and invoices, and assessing that the related revenue
contracts an income, there is risk that cut-off has not been recognition was In accordance with the requirements of applicable
cut-off °‘: correctly applied and that revenue has not been accounting standards.
accrued income appropriately recognised, = For specific divisional revenue streams, tested the operating

The accounting polidies effectiveness of key controls including the testing of IT controls over
and FFITIC&\ judgements key operating and financial reparting systems relevant to revenue, and
applied are disclosed n manual controls relating to monthly reviews of contract revenues.
Notes | and 2.
Tested a sample of accrued income balances at the year end to
supporting documentation to confirm cut-off had been correctly
apphied. which included procedures such as: agreeing to proof of
works. agreeing to contractual terms, confirming customer acceptance
and subsequent invoicing, reviewing relevant customer
correspondence regarding the specific accrued income balances.

.

Key observations:

We found management’s revenue recognition policy to be in fine with
the requirements of applicable accounting standards and the recognition
and measuremernit of revenue in the year to be appropriate.
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How the scope of our audit addressed the key audit matter

Presentation

of Other items

A breakdown of
Cther ltems together
with explanations is
included in Note 4.

The Group's
accounting policy for
Cther items is
described in Note |
and the critical
judgements applied
isin Note 2.

The Group continues to present certain income
and expenses within ‘other iterns’ on the face of
the consolidated income statement.

The presentation is intended ta show the financial
results in 3 way that reflects the underlying
profitatility of the Group, which the Directors
consider to be a key performance indicator from
an internal and external perspective. This
measure therefore excudes the results of items
such as restructuring, acquisition and disposal
related costs and other costs and income
considered exceptional In nature. The risk s also
heightened due to the Interserve component
acquisition and irtegration costs recogrised in the
year, and the extension of certain internal
transformation projects due to COVID-I19.

There is judgement in evaluating whether a
transaction meets the definition as described in
the Group’s accounting policy and whether its
presentation is ‘fair, balanced and understandable.

Failure to disclose clearly the nature and impact
of other iterns on earnings may distort the
reader’s view of the financial results for the year,

We have benchmarked the tems included within Other ttems by
reference to:

The requirements of 145 |

Industry peer group

The gudance published by the Financial Reperting Councit (FRC)
The guidance included in the “Guidelines on Alternative
Performance Measures”, issued by the European Securities

and Markets Authority (ESMA)

Consistency with the treatment in prior periods

With regard 1o the benchmarking we have:

Obtained an understanding of the compaesition of Other ltems and
the controls and processes in place.

Obtained an understanding of the specific Interserve acquisition and
integration related costs incurred and the extension of certan internal
transformation projects during the year.

Agreed a sample of itemns to supporting documentation.

Challenged management's rationale for the inclusion of certan items
within Other Items particularly in areas of higher judgement such as
restructuring and dual running cests.

Determined whether the costs recognised as Other ltems meet the
cariteria of the Group's accounting pelicy and are consistent with the
prior year.

Reviewed the consolidated income staternent for any material credits
that are considered to meet the Group's accounting policy for being
dassified as an Other ltem.

Challenged the appropriateness of disclosure of these balances both
in Note 4 and in the remainder of the annual report with reference
to the Group's accounting policy and guidance published by the FRC
and ESMA.

Key observations:

We found that the presentation and disclosure of Other ltems mests the
criterta of the Group's accounting policy and 1s consistent with issued
guidance and market practice.
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Independent auditor’s report continued

Key audit matter

How the scope of our audit addressed the key audit matter

Accounting for
the acquisition

of the Interserve
component

The accounting polices
and critical judgements
appled are disclosed in
Notes § and 2.

The acquisition
balances are disclosed
in Note 30,

The Group completed the acquisition of the

Interserve component on 30 November 2020 for

cash consideration of £105m and issuance of

248.4m shares of the Parent Company valued at

£94.6m, for total consideration of £/99.6m,

The consideration is subject to working capital

and net debt adjustments under the terms of the

SPA and consequently the Group recorded a
provisional receivable from the seller of £57.6m
to reduce consideration wrth 4 corresponding
reduction to goodwill. The adjustment to
consideration is subject to agreement by the
seller. The farr value of consideration was
therefore £142.0m.

The accounting for the acquisttion balance
sheet at 30 November 2020 and the
subsequent Purchase Price Allocation ('PPA™)
assessment, including the fair value of
consideration, identification and valuation of
intangible assets at acquisition date and
subsequent residual goodwill, is complex and
involves significant judgement. Management
engaged an external expert to undertake the
PPA assessment.

The acquired Interserve component also has
certain specific loss-making contracts and legal
and contractual issues (as described within a
separate KAM).

We completed the following audit procedures:

Obtained an understanding of the transaction and reviewed the
Share Purchase Agreement ("SPA") and subsequent amendments

0 the agreement.

Engaged with our own internat vatuation specialists to challenge the
PPA, including the identification of amounts related to customer
relationships and other intangioles.

Critically evaluated the capabilities, competence and otyectivity of
the external valuation experts engaged by Management for the

PPA, assessment.

Evaluated and conduded on the appropriateness of external
valuation expert's congiusions by comparing them te cur knowledge
of the industry.

Tested the cash flow forecasts, induding inputs and assumptions used
1o assess the fair value of the intangible assets acquired by comparing
to actual and historical results and reasonableness of underlying
information used.

Tested the fair value of the consideration paid by vouching to
supporting documentation and quoted market prices. We involved
our forensic specialists in assessing the reasonableness of the
adjustments macde 1o the consider ation with reference to refundable
working capital adjustments and the terms of the SPA.

We issued group audit instructions ta the non-BDO component
auditor In respect of their audit of the 30 November 2020 acquisition
balance sheet, including speafic pracedures that were designed to
ensure identified risks were appropriately tested.

We reviewed the non-BDOC component audrtor's wark on the

30 November 2020 balance sheet and work on all significant risks
identified including specific focus on the balance sheet impact

of revenue recognition and application of IFRS 15; this included
inspecting the sample work performed by the non-BDO component
auditor aver the portfclio of customer contracts and assessed
whether revenue and hence the balance sheet positions were
appropriately recognised

We specifically considered whether the audit work identified any
further areas relevant to Mitie's assessment of fair values in the
acquired balance sheet.

We challenged and tested Management's assessment of the fair value
of the assets acquired, including accounting policy ahgnment and fair
value adjustments.

We reviewed the adequacy of the Group's disclosures in respect of
the business combination by checking rts appropriateness based on
our workings and its compliance with the requiremenits of the
accounting standards.

-

+*

*

Key observations:

We found that Management's assessment of the fair value of the net
assets and intangible assets acquired to be in line with its policy and
applicable accounting standards.

We found the fair value adjustments made to purchase consideration
by Management to be reasonable.

We found the disclosure in the Group financial staternents, including the
key judgements and estimates relating to these matters to be appropriate.
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How the scope of our audit addressed the key audit matter

Provisions and
contingent
liabilities relating
to the Interserve
component

The accounting policies
and critical judgemenits
applied are disclosed Iin
Notes | and 2.

Provisions are
disclosed in Note 21
and contingent
liaknlities in Note 34

Material onerous contract provisions are
recognised within the Interserve component.
The calculation of these provisions invelved
Management estimate and judgement.

There are also two potential claims against the
Group, which involve significant Management
judgement and the use of experts. One has been
provided against and the other, relating to a
cyber-security breach and ICO investigation is
disclosed as a contingent liability.

As described above, we were involved in the non-BDO component
audit of the Interserve component, which included directing and
reviewing procedures completed over their audit of provisions and
contingenit liabilities.

The following audit procedures were performed in relation to onerous
contract provision:

= Development of Independent estimates of each provision and
considered the individual and aggregate differences between those
and Management's positions.

« Assessment of completeness of onerous contract provisions through
review of a sample of contracts, including attending Management's
contract review meetings, to assess contract performance and identfy
any loss making or potentially loss making contracts for which a
provision had not been considered

= Assessment of the appropriateness of source data use for each

by reviewing the allocation to contracts for a sample of revenue

and costs.

Obtaining an understanding of, and challenged, Management's

assumptions used within the calculations.

* Review of actual results for each contract for the period since

acquisition against forecast for the same pericd.

Review of the adequacy of the Group's disclosures in respect

of this area and its compliance with the requirements of the

accounting standards.

The following audit procedures were performed in relation to the
potential claim and the cyber security breach:

= Obtaning an understanding of each matter through discussion with
senior management and the Group's internal legal counsel.
* Review of relevant communications with third parties where available.,
= Inrespect of the potential claim, review of reports issued by
experts engaged by Management and challenged assumptions
used within them.
« Consideration of the competence and independence of the experts
engaged by Management.
Review of the adequacy of the Group's disclosures in respect
of this area and its compliance with the requirements of the
accounting standards.

Key observations:

We found that the positions taken by management for provisions and
contingent liabilities were reasonable and in line with the requirements
of the applicable accounting standards.

Our application of materiality
We apply the concept of materiality both in planning and performing our audit, and in evaluating the effect of misstatements. We consider materiality to
be the magnitude by which misstatements, including orissions, could influence the economic decisions of reasonable users that are taken on the basis of

the financial statements.

In order to reduce to an appropriately low level the probability that any misstaterments exceed matenality, we use a lower materiality level, performance
materiality, 1o determine the extent of testing needed. Importantly, misstatements below these levels will not necessarily be evaluated as immaterial as

we also take account of the nature of identified misstatements, and the particular circumstances of their occurrence, when evaluating their effect on the
financial statemments as a whole.

Mitie Group plc | Annual Report and Accounts 202 | 135

ldodas JiFereng

BOUBLIDAQDY

o
5
Bt
5
o
2
@
nd
&
-t
o
3
a2
3
o
@




DocuSign Envelope ID: 6D3020F3-2619-4212-8E7E-0480B97A6058

Independent auditor’s report continued

Based on our professional judgerment, we determined materiality for the financial statements as a whole and performance materfality as follows:

Group Parent company
2021 2020 202t 2020
Em £m £m m
Materiality 38 35 .7 24
Basis for determining materiality 5% of continuing 3-year 5% of continuing profit  Materiality was capped at /0% of group materiality

normalised average
profit before tax and
other items

before tax and ather
ftems.

Rationale for the benchmark applied

We consider the use of
a3-year average to be
the most appropriate
benchmark given the
impact of COVID-1% on
profits and also the
impact of the Interserve
fomponent acquisition

We consider this to be
the most appropriate
threshold since this
removes the impact of
et Lain ohe-off or
exceptional items on the
underlying profit of the
Group and is also a key

The Parent Comparny does not trade and
materiality was capped at a percentage of
Group materiality.

measure for
stakeholders based on
market practice and
investor expectations.

Using profit before
other items and tax
removes the impact of
certain one-off or
exceptional items and is
also a key measure for
stakeholders based on
markel practice and
mvestor expectations.

Performance materiality 25 23 1.7 1.6

Basis for determining performance 65% of materiality

materiality The level of performance materiality was set after considering a number of factors including significant

transactions in the year, the expected value of known and likely misstatements, and management's attitude
towards proposed misstatements,

The application of materiality at the individual account or balance level is set at an amount to reduce te an
appropriately low level the probability that the aggregate of uncorrected and undetected misstatements
exceeds materiality.

Component materiality

We set materiality for each companent of the Group based on the size and our assessment of the risk of material misstatement of that component.
Component materiality ranged from £1.0m 1o £2.5m (202C: £0.9m to £2.7m), In the audit of each component, we further applied performance
materiality levels of 65% (2020: 65%) of the compenent materiaiity to our testing te ensure that the risk of errors exceeding component materiality
was appropriately mitigated.

Reporting threshold
We agreed with the Audit Committee that we would report to them all individual audit differences in excess of €133k (2020: £175k). We also agreed
to report differences below this threshold that, in our view, warranted reparting on qualitative grounds.

Other information

The directors are responsible for the other information. The other information comprises the information included in the annual report and accounts
oiher 1han the financial statements and cur auditor's report thereon. Our opirion on the financial staterments does not cover the other inferimation and,
except 1o the extent otherwise explicitly stated in our repert, we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing s0. consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained In the course of the audit, or otherwise appears to be materially misstated, If we identify such materia!
inconsistencies or apparent material misstaterments, we are required to determine whether this gives rise to a materia! misstatement in the financial
statements themselves. i, based on the work we have performed, we conclude that there 15 a material misstaterment of this other information, we are
required 10 report that fact.

We have nothing to report in this regard.

Corporate governance statement

The Listing Rules require us 1o review the Directors statemenit in refation to going concern. fonger-term wiability and that part of the Corporate
Governance Statement relating to the parent company's complance with the provisions of the UK Corporate Governance Statement specified for
QU FEVIEwW,
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Based on the wark undertaken as part of our audit, we have concluded that each of the following elements of the Corporate Governance Statement 1s
materially consistent with the financial statements or our knowledge obtained during the audit.

Going concern and longer-term viability * The Directors’ statement with regards to the appropriateness of adopting the going concern
basis of accounting and any material uncertainties identified set out on page 89; and

The Directors’ explanation as to s assessment of the entity's prospects, the period this
assessment covers and why the period is appropriate set out on page 89.

Directors’ staternent on fair, balanced and understandable set out on page 89:

Board's confirmation that it has carried out a robust assessment of the emerging and principal
risks set out on page 88,

The section of the annuzl report that describes the review of effectiveness of risk management
and internal control systems set out on page 88; and

The section describing the work of the audit committee set out on page 96.

Other Code provisions

wodas ai8areng

Other Companies Act 2006 reporting
Based on the responsibifities described below and our work performed during the course of the audit, we are required by the Companies Act 2006 and
1SAs (UK) to report on certain opinions and matters as described below.

Strategic report and Directors’ report In our optnion, based on the work undertaken in the course of the audit:

» the information given in the Strategic report and the Directors’ report for the financial year for
which the financial statements are prepared is consistent with the financial statements: and

* the Strategic report and the Directors’ report have been prepared in accordance with applicable
legal requirements.

IDUBLLIBACD)

In the light of the knowledge and understanding of the Group and Parent Company and its
envirenment obtained in the course of the audit, we have not identified material misstatements in
the strategic report or the Directors’ report.

Directors’ remuneration In our opinion, the part of the Directors’ remuneration report to be audited has been properly
prepared in accordance with the Companies Act 2006,

Matters on which we are required We have nothing 1o report in respect of the following matters in relation to which the Companies
to report by exception Act 2006 requires us to report to you if, in our opinion:

adequate accounting records have not been kept by the Parent Company, or returns adequate
for our audit have not been receved from branches not visited by us; or

the Parent Company financial statements and the part of the Cirectors’ remuneration report
to be audrted are not in agreement with the accounting records and returns: or

certain disclosures of Directors’ remuneration specified by law are not made; or

we have not received all the information and explanations we require for our audrt.
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Responsibilities of Directors

As explained more fully in the statement of Directors’ responsibilities within the Directors' report set out on page 128, the Directers are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such internal control as the Directors
determine is necessary to enable the preparation of financal statements that are free from material misstaternent, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Group's and the Parent Company's ability to continue as a going
concern, disclosing, as applicable, matters related to going cencern and using the going concern basis of accourting unless the Directors either intend
to liquidate the Group or the Parent Company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our cbjectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due
to fraud or error, and 1o 1ssue an auditor's report that includes our opinton. Reasonable assurance is a high level of assurance, but 1s not a guarantee that
an audit conducted in accordance with iSAs (LK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered materal if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.
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Independent auditor’s report continued

Extent to which the audit was capable of detecting irregularities, including fraud

Irregularities, Including fraud, are instances of nen-compliance with laws and regulations, We design procedures in line with our responsibilities, outlined
above, to detect material misstatements in respect of rregularities, including fraud, The extent to which our procedures are capable of detecting
irregularities, including fraud s detaled below:

We gained an understanding of the legal and regulatory framework applicable to the Group and the industry in which it operates, through discussion
with management and the Audit Committee and our knowledge of the industry. We focussed on significant laws and regulations that could grve rise
to a material misstatement in the financial statements. including, but nat limited to. the Companies Act 2006, the UK Listing Rules, iFRSs as adopted
pursuant to Regulation (EC) No 1606/2002 as it applies in the European Union, Health and Safety, the Bribery Act 2010 and tax legislations.

We considered compliance with these laws and regulations through discussions with management, in-house legal counsel, the company secretary,
reviewing internal audit reports and the Audit Committee. Our procedures also included reviewing minutes from board meetings of those charges
with governance to identify any instances of non-compliance with laws and regulations.

We assessed the susceptibility of the Group’s financral statements to material misstaternent, including how fraud might occur. In addressing the risk
of fraud including mamagement override of controls and improper revenue recognition, we tested the appropriateness of journal entries made
throughout the year by applying speafic criteria.

We performed a detaled review of the Group's year end adjusting entries and journals throughout the year, investigated any that appeared unustal as
o nature or amount; assessed whether the judgements made in accounting estimates were indicative of a potential bias and tested the application of
cut-off and revenue recognition {refer to Appropriateness of revenue recognition KAM).

We identified areas at risk of management bias, particularly in respect of the Interserve component and t's acquisition, and reviewed key estimates
and judgements applied by Management in the financial statements to assess their appropriateness (refer to Accounting for the acquisition of the
Interserve component and Provisions and contingent liabilities relating to the Interserve component KAMs);

We also communicated relevant identified laws and regulations and potential fraud risks to all engagement team members and component auditors,
and remained alert to any ndications of fraud or nen-compliance with laws and regulations throughout the audit.

.

»

Our audit procedures were designed to respond to risks of material misstatement in the financial statements, recognising that the risk of not detecting 2
material misstatement due to fraud is higher than the risk of not detecting one resufting from error, as fraud rmay involve deliberate concealment by, for
example, forgery, misrepresentations or through collusion. There are inherent limitations in the audit procedures performed and the further removed
non-compliance with laws and regulations is from the events and transactions reflected in the financial statements. the less likely we are to become
aware of it.

A further description of our responsioilities is avalable on the Financiat Reporting Counail's website at: www.frc.orguk/auditorsresponsibiiities.
This description farms part of our auditor’s report.

Use of our report

This report s rade solely 1o the Parert Company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006, Cur audit

work has been undertaken so that we might state to the Parent 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 1o anyone other than the Parent
#rdéxhe Farent Company’s members as a body, for our audit work, for this report. or for the opinions we have formed.

Scott McNuughton

885EFCCTOTBBAZC
Scott McNaughton (Senior Statutory Auditor)

For and on behalf of BDO LLP, Statutory Auditor
Londeon, UK
10 June 2021

BDO LLP is a imited liability partnership registered in England and Wales {with registered number OC305127).

138 Mitie Group plc | Annual Report and Accounts 2021



DocuSign Envelope |D: 603020F3-2619-4212-8E7E-0480B97A6058

Consolidated income statement
For the year ended 3| March 2021

2021 20120
Befors Other Before Other
other kems Items! Total other fems ftems' Total
Motes m £m Im fm fm £m
Continuing operations @
&
Revenue including share of joint ventures and associates 2,589.3 - 25893 21737 - 21737 ?;,
Less: share of revenue of joint ventures and associates 15 298 - (29.8) - - - s
Group revenue 3 2,559.5 - 2,5595 21737 21737 _r-z
Q
-
Cost of sales (L274.9) - {2.2749) (1.886.2) - {1.886.2)
Gross profit 2846 - 2846 2875 - 2875
Adrministrative expenses (a2.1) (53.9) 277.0) (201.4) (21.5) (2229
Share of profit/(loss) of joint ventures and associates 15 1.9 (1.2) 0.7 - - -
Operating profit/(loss)® 36 634 {55.1) 83 86.1 (215 4.6
)]
Finance income 08 - 08 04 - Q04 %
Finance costs 8 (18.2) - {18.2) (16.6) - (166) g
Net finance costs (174) - {174) {16.2) - {162) o
Profit/{loss) before tax 46.0 (55.1) (%.0) 699 (21.5) 484
Tax g @©.5) 75 (1.0) {113 40 7%
Profit/(loss) from continuing operations after tax 375 (47.6) {1o.h) 580 (17.5) 405
Discontinued operations T
Profit from discontinued operaticns before tax 5 - 32 2 26 450 514 g
Tax 9 - ©04) ©4) ©3) a3 06 oy
Profit from discontinued operations afer tax 5 - 28 28 23 477 500 g
oS
Profit/(loss) for the year attributable to 3758 (44.8) 73) 603 302 905 g
owners of the parent
Earnings/(loss) per share (EPS) attributable to
owners of the parent
From continuing operations;
Basic’ I 35p o9 83p 58p
Diluted” N 35p o9p 8lp 560
Totat Croup:
Basic? H 35p ©.6p 86p 129
Diluted® t 35p Q.6)p 84p |2.6p
MNotes:

I QOtner tems are as descrabed in Mote 4,
2 Including imparrment losses on trade recenvables and accrued income of £6.2m (2020 £4.4rm gains).
3 Eamings per snare for the year ended 3. March 2020 nave been restated for the bonus element of the 2020 nghts ssue. See Note 33,
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Consolidated statement of comprehensive income
For the year ended 3| March 202 |

20t 2020
Notes £m £m
{Loss)/profit for the year {7.3) 905
tems that will not ba reclassified to profit of loss in subsequent years
Rermeasurement of net defined benefit pension liabilty 32 54) 9.2
Share of other comprehensive Income of joint vertures ) 04
Tax credinf{charge)} refating to items that will not be reclassified to profit or less in subsequent years 9 10 {1.3)
(4.0} 79
ltems that may be reclassified to profit or loss in subsaquent years
Exchange differences on transkation of foreign operations 0.9) 02
Net (josses)/gains on cash flow hedges taken to equty’ (L1} 57
Tax credit/(charge) relating to iterns that may be reclassified to profit or loss in subsequent years g 0.1 07
0.9 52
Other comprehensive (expense)fincome for the year (5.9) 13.1
Total comprehenaive (expense)income for the year attributable to owners of the parent (132 103.6

Note'

I Net (losses)/gains on cash flow hedges taken to equity nclude a far value loss of £13.7m (2020: £11.8m gan) on dervative financal instruments used for hedging private placement notes
{See Note 25). This loss s netted aganst redassificabons elated to foreign exchange gans on private placernent notes of £ 12.6m (2020; £60m losses) and nterest costs of £nif {2020: £0. my)
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Consolidated balance sheet
As at 31 March 202 |

2021 Rmztoelfj(;
MNotes £m £m
Non-current assets
Goodwil (2 2822 2789 "
Other intangible assets 13 2662 506 ;:
Property, plant and equpment 14 117.9 1108 DE'
Interest in joint ventures and associates 15 1.0 - -'.3
Derivative financial instruments 25 14.6 280 P
Other receivables 16 8.3 33
Contract assets 17 214 32
Retirement benefit assets 32 .0 -
Deferred tax assets 22 320 328
Total non-current assets 7376 5074
Current assets o
Inventories 8 127 48 Q
Trade and other recenvables' 6 6836 4146 g
Contract assets 7 1.5 1.6 5
Derivative financial instruments 25 - 02
Current tax recevable s Il
Cash and cash equivalents' 23 196.2 1395
Total current assets 8975 5618
Total assets 1,635.1 10692
m
Current liabilities %
Trade and other payables' 19 (70L.5) G134 ff
Deferred income 20 {84.5) (359} g
Current tax payable (.8) - Ej
Francig iabities 21 28.7) (243) o
Provisions 21 {44.3) (414
Total current liabilicies (866.8) (6150
Net current assets/(Jlabilities) 30.7 (532)
Non-current Kabilities
Trade and other payables 19 (0.5) {03)
Deferred ncome 20 (30.1) {156)
Financing liabilities 24 (250.9) (396.4)
Provisions 21 (68.1) {118
Retrement benefit liabiites 32 (45.5) {46.7)
Deferred tax liabilities 22 (122) (29)
Total non-current liabliities (406.5) (373.7)
Total labllities (1.273.3) (988.7)

Net assets 3618 805

Note:

| The Group has cnanged ts accounting solicy i relation to the recognition of BACS payments (see Note 1) As a result, the comparatives as at 31 March 2020 have been restated with
a reclassification between trade and other recevabiles, trade and other payables and cash and cash equivalents as set out m Note |, There has been no change in net assets.
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Consolidated balance sheet continued
Asat 31 March 2021

0 2020
MNotes im £m
Equity
Share capital 28 56 93
Share premium account 28 1306 130.6
Merger reserve 29 3586 39.9
Own shares reserve 29 (288) (34.2)
Other reserves' 29 145 95
Hedging and translation reserve 29 {2.3) 0.4
Retaned losses (146.4) (134.2)
Equity attributable to owners of the parent 3B 80.5
Note:

I Other reserves nclude the share-based payments reserve, the revaluation reserve and the capital redernption reserve. See Note 29.

The consolidated financial statements of Mitie Group ple, company registration number SC0 19230 were approved by the Board of Directors and
authorised for issue on 10 June 2021. They were signed on its behalf by:

DocuSigned by: ;:'usmeé by:

SADDﬂm" 7CS3DEAGTE3Q4E2
Phit Bentley Simon Kirkpatrick
Chief Executive Officer Chief Financial Cfficer
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Consolidated statement of changes in equity
For the year ended 3| March 2021

Share p’ersr:i: Merger Owmn shares Other H?ﬂ:ﬁaﬁ Retained Toal
capital account reserve reserve reserves' reserve losses equicy
£m £m im £m m fm £m im
At | April 2019 93 1306 1042 (38.1) i03 (5.6} {223.1) (12.4)
Profit for the year - - - - - s 90.5 §
Other comprehensive income - - - - 52 79 13.1 ,g
Total comprehensive income - - - - - 52 %84 1036 3
Transactions with owners §
Dividends paid - - - - - {144) (14.4)
Share-based payments - - - 392 ©8) - 06 7
Realised merger reserve - - 4.3 - - - 43 -
Total transactions with owners . {43) 39 ("8 - G5 (100
Ac 31 March 2020 93 1306 999 (342) 95 04 (1342) 805
At | April 2020 a3 1306 999 (342) 95 04 (1342 805
Loss for the year - - - - - - (73) 73 g
Other comprehensive expense - - - - - (1.9} 40) {5.9) 3
Total comprehensive expense - - - - - (1.9) (013 (133 3
Transactions with owners °
Issue of shares® 263 - 2617 - - - 2880
Rughts issue expenses’ - - 30 - - - - 39
Share-based paymenits - - - 5.4 50 - 09 9.5
Total transactions with owners 263 - 2587 54 50 09 2945
At 21 March 2021 356 1304 3584 (28.8) 145 23) (464 3618
Notes:

| Other reserves nclude the share-based payments reserve, the revaluation reserve and the captal redemption reserve See Note 25.

2 As part of consideration for the acqussition of Interservefm (Haldings) Limited (Interserve), 248.4 million shares were issued wath premium of £88.4m arising (see Note 30). In addrtion,
BOS.| million shares were ssued with premium of £173.3m ansing n connection with the rghts issue which utlised a cash box structure (see Note 33). These share ssues qualfied for merger
refiel under- Section 612 of the Companies Act 2006, so that total premium ansing of £261.7m was not required to be credited to the share premium account.

3 Under the cash box structure, the Group recenved £ 133.4m from tne rights issue, after deduction of ssue costs of £7.3m. The remairing £3.0m of rights issue expenses are payable by the Group
and have been charged against the me-ger reserve (see Note 33)
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Consolidated statement of cash flows
For the year ended 3| March 202 |

Restated'
2021 2020
Notes £m £m
Continuing operations — gperating profit before other iterns 3 6314 86.1
Continuing operations — other ftems 4 (55.1) (215}
Discontinued operations — operating (fossyprofit after other items 5 32 518
Adjustments for:
Share-based payments expense 34 9.5 37
Defined benefit pension costs 32 20 1.3
Defined benefit pension contributions 32 (122) {107}
Depreciation of property, plant and equipment 14,26 344 333
Amaortisation of intangible assets 13 175 114
Amortisation of customer contracts and relationships for jomt ventures arising on business combinations 15 1.2 -
Share of profit of joint vertures and assocrates 15 [{A/] -
Amoertisation of contract assets I7 1.7 15
Impastrent of non-current assets 13,1426 {37 08
Loss on disposal of praperty. plant and equipment - 03
Gain on disposal of businesses 5 (12 {503)
Research and development tax credits - 08
Other - {19
Operating cash flows before movements in working capital 762 1050
Increase in mventones (1.7) (1.2)
(increase)/decrease in receivables’' (4.3} 248
Increase in contract assets (0.8) 0.5)
Increase/(decrease) in deferred income 6.7 (23.6)
Decrease m payables' (349) (85)
Decrease in provisions (4 (40)
Cash generated from operations M8 921
Income taxes pad (1.0) (64}
Interest paid {(159) (154)
Net cash generated from operating activities 29 703
Investing activides
Acquisttion of businesses. net of cash acquired 30 (64.6) (1.0
Disposal of businesses, net of cash disposed? 5 - 65.2
Iriterest received 0B 04
Purchase of property, plant and equipment 14 76 (8.2)
Drndends recetved from joint ventures and associates 15 08 -
Purchase of other intangble assets 13 (15.0) (112}
Disposal of property, plant and equipment 1.0 Q4
Net cash (usad)/generated from investing activides (84.6) 456
Notes:

I The Groun has changed s accounting pohcy in relation to the recognition of BACS sayments {See Note 1), As a “esult the comparatives on the consolidated staterment of cash flows for tne year
ended 31 March 2020 have been restated, with an overall worease 1 net cash inflow of £203m due o an morease i payables of £163m and a decrease w recervables of £40m.

2 Acguisiton of businesses is ret of cash acquired of £404m (2020, £0 5m}.
3 Disposal of businesses for the year ended 31 Marcn 2020, s ret of casn disposed of £4 3m and transaction costs paxd for disposals of £30m.
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Consolidated statement of cash flows continued
For the year ended 3| March 2021

Restated'
2021 2020
Notes £m £m
Financing activities
Proceeds from issue of ordinary shares, net of issue costs 33 1934 - 2
Rights issue expenses paid 33 (Xu) - EX
Capital element of lease rentals 26 (28.1) 212 &
Repayment of bank loans {40.5) (39) 'g
Private placement notes repaid - (400} =
Payment of arrangernent fees 2.8) -
Equity dividends paid 10 - (144)
Net cash penerated/(used) in financing activities 1190 (79.5)
Net increase in cash and cash equivaents 57.3 364
Net cash and cash equivalents at beginning of the year' 139.5 103.0
Effect of foreign exchange rate changes (0.6) 0.l g)
Net cash and cash equivalents st end of the year 3 1962 1395 g
MNote: g
I. The Group has changed its accounting policy In refation to the recognition of BACS payments (See Note |}, As a resutt the comparatives on the consolidated statement of cash flows for the year L]

ended 3| March 2020 have been restated, with an overall increase in net cash nflow of £20.3m due to an increase in payables of £16.3m and a decrease in recenvables of £4.0m.

The above statement of consolidated cash flows includes cash flows from both continuing and discontinued cperations. Further details of the cash flows
relating to discontinued operations are shown in Note 5.

Restated'
w020 2020
Reconciliation of net cash flow to movements. in nec debxe. Notes £m £m
Net increase in cash and cash equivalents 573 364
Less: increase in restricted cash (18.7) - )
Net increase in unrestricted cash and cash equivalents a6 364 g
Repayment of bank loans 40.5 39 g
Private placement notes repad - 400 g
=
Paymert of arrangement fees 18 v
Capital element of lease rentals 28.1 212
Non-cash drivers
Non-cash moverment in bank loans {l.1) {04)
Non-cash movement in private placement notes and associated hedges {1.1) 57
Non-cash movement in lease fabilities? “.0 (26.1)
Effect of foreign exchange rate changes {0.4) 0.0)
Decrease in net debt during the year 66.3 806
Opening net debt {153.0) (233.6)
Clesing net debt 27 (86.7) (1530)
Note:

I The Group has changed s accounting policy in relation to the recognition of BACS payments (See MNote 1) As a result the comparatrve net debt as at 31 March 2020 and 31 March 2019 have
been restated leading to a decrease n net debi of £!4.9m and an increase i1 net debt of £5.4m respectively.

2 Included within the non-cash movernent in lease labiies 15 £ 4.2m (2020 £nil) of lease labilties ansing on acquistion of Interserve. See Notes 26 and 30.
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Notes to the consolidated financial statements
For the year ended 31 March 2021

|. Basis of preparation and significant accounting policies

(a) Basis of preparation

Mitie Group plc {the Company) is a company incorporated in the United Kingdom and registered in Scotland. 't was incorporated on 16 july 1936
under the Companies Act 1929. The Company's registered office is at 35 Duchess Road, Rutherglen, Glasgow, G73 1AU. The Group comprises the
Company and all its subsidiaries. The Group's consolidated financial statements are presented in pounds Sterling, which is the Company’s functional
and presentational currency. All amounts have been rounded to the nearest one hundred thousand pounds, unless otherwise indicated.

The Group's principal activities are focused on the provision of strategic outsourcing, including the management and provision of business support
services and ancillary activities.

The Group's consolidated financial statements for the year ended 31 March 2021 have been prepared in accordance with international accounting
standards in conformity with the requirements of the Companies Act 2006 and with [nternational Financial Reporting Standards (IFRS) adopted
pursuant to Regulation (EC) No [606/2002 as it applies in the European Unon,

The Group's financial statements have been prepared on the historical cost basis, except for certain financial instruments which are required to be
measured at fair value.

Going concern
The financial statemenits have been prepared on a geing concern basis. In adopting the going concern basis, the Directors have considered the Group's
business activities as set out on pages 8 to 29 and the principal risks and uncertainties as set out on pages 54 to 65.

The Directors have carried out an assessment on the Group's ability to continue as a going concern for the period of at least 2 months from the date
of approval of the financial statements, This assessment has involved the review of medium-term cash forecasts using the Group's cash fiow model,
based on the Board approved budget. This includes the ongoing impact of COVID-19 on each of the Group's operations. These base case forecasts
indicate that the debt facilities currently in place are adequate to support the Group aver the going concern assessment period.

The Group's principal debt financing arrangements are a £250m revolving credit facility, which expires on 16 December 2022 and of which £241.4m
was undrawn at 31 March 2021, and £151.5m of US private placement notes (being the repayment amount after taking account of the cross-currency
swaps hedging the principal amount), of which £121.5m are repayable in December 2022 and the remaining £30.0m in December 2024. These
financing arrangements are subject to certain financial covenants which are tested every six manths on a roliing | 2-month basis, as set out in the finance
review on pages 26 to 29. Mitie currently operates within the terms of ts agreements with its lenders, with net cash as at 3| March 2021 on a pre [FRS
16 basis of £19./m and liquidity headroom in excess of £400m. The base case forecasts indicate that the Group will continue to operate within these
terms and that the headroom provided by the Group's strong cash position and the debt facilities currently in place 1s adequate to support the Group
over the going concern assessment period.

The Directors have also completed reverse stress tests using the Group cash flow model to assess the point at which the covenants, or facility
headroom, would be breached. The sensitivities considered have been chosen after considering both the Group's principal risks and uncertawties and
the Viability Staternent.

The primary financial risks from adverse changes in the economic envirenment and / or a deterioration In commercial or operational conditions are
listed below. These risks have been considered specifically in the context of the patential further impact of COVID-19, taking into account the recent
success of the vaccine roll-out, easing of restrictions and improvements in the economy:

« A downturn in revenues: this reflects the risks of not being able to deliver services to existing customers, or contracts being terminated or
not renewed;
+ A deterioration of gross margin: this reflects the risks of contracts being renegotiated at lower margins, or planned cost savings not being delivered;
o Lack of planned overhead savings: this reflects the risks of planned overhead cost savings, including the integration synergies identified as a result of
the Interserve acquisition, not being delivered;
o Downturn in cash generation: this reflects the risks of customers delaying payments due to hquidity constraints, or the removal of ancillary
debt facilities,

As a result of completing this assessment, the Directors considered the likelihcod of the reverse stress scenarios arising to be remote. In reaching the
conclusion of remote, the Directors considered the following:

s Reviewing how the Group has traded since the impact of COVID- |9 started, up to the end of May 2021 and in light of the continued easing of UK
lockdown measures and anticipated econamic recovery.

+ All reverse stress test scenarios would require a very severe deterioration compared to the base case. Revenue is considered 1o be the key risk, as

this is less within the control of management. Revenue would need to decline by approximately 20% in the year ending 3| March 2022 compared to

the base case, which is considered to be very severe given the high proportion of Mitie's revenue that 15 fixed in nature and the fact that in a COVID-

hit year, Mitie's revenue excluding Interserve declined by only [.6% in the year ending 3t March 2021.

In the event that results started to trend significantly below those included in the Group cash flow model. additional mitigation actions have been

identified that would be implemented, which are not factored into the reverse stress test scenarios, These include cancellation of discretionary

bonuses and reduced discretionary spend, induding caprtal investments.

Based on these assessments, the Directors have a reasonable expectation that the Group has adequate resources to continue in operational existence
for a period of no less than | 2 months from the date of approval of these financial statements. in additon, in respect of material uncertanty, the
Directors consider that this s remote.
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I. Basis of preparation and significant accounting policies continued
Accounting standards that are newly effective in the current year

None of the new standards and amendments that are effective for the first time in these consclidated financial statements for the year ended 31 March
2021 have had a material effect on the Group.

The accounting policies and methods of calculation adopted i the preparation of these Group consolidated financial statements are consistent with 5’

those followed in the preparation of the Group’s consolidated financial statements for the year ended 31 March 2020, which were prepared in gr

accordance with IFRS as issued by the International Accounting Standards Board and as adopted for use in the European Union. 2.

Accounting standards that are not yet mandatcry and have not been applied by the Group 8

None of the new standards and amendments that are not yet effective are expected to have a material effect on the Group. %

(b) Accounting policy change

On 30 November 2020, the Group acquired Interserve and undertook a review to align accounting policies across the enlarged Group. It was identified

that Mitie’s accounting policy in relation to accounting for Banker's Automated Clearing System {BACS} payments was different to that historically

applied by Interserve. Mitie's accounting policy was to recogruse BACS payments and receipts at the intiation date. whereas Interserve's was to

recogrise BACS payments and receipts at the settlement date. Following a review, it was decided to change Mitie's accounting policy and recognise

BACS payments and receipts at the settlement date, as this would have operational benefits including simplifying the cash management process and

accelerating period end reporting.

The change in accounting policy has been accounted for retrospectively, and accordingly, the comparative information for 31 March 2020 has been

restated which has resulted in a reclassification between trade receivables, trade payables and cash and cash equivalents. As a consequence, net debt

has also been restated (as set out in the table below) and cash generated from cperations has alsc been restated (as set out in the foctnotes to the o

Staternent of consoldated cash flows). There has been no impact on the income statement, earnings per share or net assets 2
o

The impact of the restatement on the consclidated balance sheet at 31 March 2020 and | April 2019 is shown below. §
=

Asreported  Reclassfication  As restated 3

31 March 2020 fm £m £m

Cash and cash equivalents 124.6 149 1395

Current trade and other recenatles 403.1 15 414.6

Current trade and cther payables (4870} (26.4) {5134

Net current liabilities 532) - 53

Net assets 80.5 - 805

Net debt (1679 149 {153.9) -
2

Asreported  Reclssification  As restated a

1 April 2019 £m £m £m =

Cash and cash equivalents 1084 (54) 103.0 2
o

Current trade and ather receivables 4352 155 450.7 2

Current trade and other payables (533.9) (o (544.0) g

Net current liabilities (129.6) - (129.6)

Net liabilities (124) - (124)

Net debt (2282} 54 (233.6)

(c) Significant accounting policies
The significant accounting policies adopted in the preparation of the Group's IFRS financial information are set out below.

Basis of consolidation

The Group's consolidated financial staternents comprise the financial statements of Mitie Group pic and all its subsidiaries. The Company's separate
financial statements are presented as required by the Companies Act 2006. The Company meets the definition of a qualifying entity under FRS 100
issued the Financial Reporting Council (FRC). Accordingly, for the year ended 31 March 2021, the Company reported under FRS 101 as issued by the
FRC. As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under that standard.

Subsidiaries are consolidated from the date on which control is transferred to the Group and cease to be consolidated from the date on which contral
is transferred out of the Group. The results, assets and liabilities of joint ventures and associates are accounted for under the equity method of
accounting, Where necessary, adjustrments are made to the financial statements of subsidiaries, joint ventures and associates to bring the accounting
pelicies used into line with those used by the Group.

All inter-company balances and transactions, including unrealised profits arising from inter-group transactions, have been eliminated in full,
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Notes to the consolidated financial statements continued
For the year ended 3| March 202 |

1. Basis of preparation and significant accounting policies continued

Interests of non-controfiing interest shareholders are measured at the non-controlling interest’s proportion of the net fair value of the assets and
liabilities recognised. Changes in a parent’s ownership interest in a subsidiary that do not result in a loss of contral are accounted for within shareholders’
equity. No gain or loss is recognised on such transactions and goodwilt is not re-measured, Any difference between the change in the non-controlling
interest and the fair value of the consideration paid or received is recognised directly in equity and attributed to the equity holders of the parent.

Joint ventures and associates
Joint ventures are those entities over whose activities the Group has joint control, whereby the Group has rights to the net assets of the entity, rather
than rights to its individual assets and obligations for its individual labilities.

Associates are those entities over whose financial and operating policies the Group has significant influence, but not contrel or joint control.

The results, assets and liabilities of joint ventures and associates are incorporated in the Group's financial statements using the equity method of
accounting except when classified as held for sale.

Under the equity method, an investment in a joint venture or associate is initially recognised in the consolidated balance sheet at cost and adjusted
thereafter to recognise the Group's share of the profit or loss and cther comprehensive incame of the joint venture or associate. Any excess of the
cost of acquisition over the Group's share of net fair value of the identifiable assets, liabilities and contingent liabilities of the joint venture or associate
at the date of acquisition is recognised as goodwill. Where the Group entity transacts with a joint venture or assodiate, profits and losses are eliminated
to the extent of the Group's interest in the joint venture or associate.

Joint operations

A Joint operation is a joint arrangement whereby the parties that have joint control have the right to the assets, and cbligations for the liabilities,
relating to the arrangement or other facts and circumstances indicate that is the case. The Group's share of the results, assets and liabilities of contracts
carried out in joint operations with another party are included under each relevant heading in the consolidated income statement and consolidated
balance sheet.

Statutory and non-statutory measures of performance
The financial staterments contain all the information and disclosures required by the relevant accounting standards and regulatery obligations that apply
to the Group.

In the financial staterments, the Group has elected to provide some further disclosures and performance measures, reported as ‘before other dems, in
order to present its financial results in a way that demonstrates the performance of continuing operations.

Other items are iterns of financial performance which managernent believes should be separately identified on the face of the income statement to
assist in understanding the underlying financial performance achieved by the Group. The Group separately reports impairment of goodwill, impairment
and amortisation of acquisition related intangible assets, acquisttion and disposal casts, gain or loss on business disposals, cost of restructuring
programmaes and other exceptional items and their related tax effect as other items. Should these items be reversed, disclosure of this would also be
as other items.

Separate presentation of these items is intended to enhance understanding of the financial performance of the Group in the period and the extent to
which results are influenced by material unusual andfor non-recurring tems. Further detail of other items 15 set out in Note 4.

In addition, following the guidelines on Aiternative Performance Measures (APMs) 1ssued by the European Securities and Markets Authorities (ESMA),
the Group has included an APM appendix to the financal statements on pages 2| | to 213.

Revenue recognition policy

The Group operates contracts with a varying degree of complexity across its service lines, 50 a range of methods is used for the recognttion of revenue
based on the principles set out in IFRS 15, Revenue represents income recognised in respect of services provided during the period based on the
delivery of performance obligations and an assessment of when control is transferred to the customer.

IFRS |5 provides a single, principles based five-step model to be applied to all sales contracts as outlined below, h is based on the transfer of control of
goods and services to customers and replaces the separate models for goods, services and construction contracts.

Step | — ldentify the contract(s) with o customer

For all contracts with eustomers, the Group determines if the arrangement creates enforceable rights and cbligations. This assessment results in certain
Framework arrangements or Master Service Agreements (MSAs) not meeting the defintion of contracts under IFRS 15 unless they specify the
minirmum quantities to be ordered, Usually the work order and any change orders together with the Framework or MSA will constitute the IFRS 15
contract,

Duration of cortract

The Group frequently enters into contracts with customers which contain extension periods at the end of the intial term, automatic annual renewals,
and/or termination for convenience and break clauses that could impact the duration of the contract. judgement is applied to assess the impact that such
clauses have in determining the refevant contract term. The term of the contract affects the period over which amortisation of contract assets and
revenue frem performance obligations is recagnised. In forming this judgement, management considers certain influencing factors including the amount
of discount provided, the presence of significant termination penalties in the contract, and the relationship, experience and performance of contract
delivery with the customer and/or the wider industry. n understanding the likelihood of extension or termination of the contract.
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I. Basis of preparation and significant accounting policies continued

Contract modifications

Where the Group's contracts are amended for changes to customer reguirements, such as change orders and variations, a contract modification takes
place when the amendment creates new enforceable rights and obligations or changes the existing price or scope (or both} of the contract, and the
madification has been approved. Contract modifications can be approved in writing, by oral agreement. or implied by customary business practices.

If the parties to the contract have not approved a contract modification, revenue is recognised in accordance with the existing contractual terms. If a
change in scope has been approved but the corresponding change in price is still being negotiated, change to the total transaction price is estimated.

Contract modifications are accounted for as a separate contract if the contract scope changes due to the addition of distinct goods or services and the
change in contract price reflects the standalone selling price of the distinct goods or services. If the price of additional distinct goods or services is not
commensurate with the standalone selling prices for those goods or services, then this is considered a termination of the original contract and the
creation of a new contract which is accounited for prospectively from the date of modification. Where new goods or services are not distinct from
those in the original contract, then these are considered to form part of the original contract with any update to pricing recognised as a cumulative catch
up to revenue, The facts and crcumstances of any maodification are considered in isolation as these are specific to each contract and may result in
different accounting outcomes.

1odal JiBsrens

Step 2 — Identify the performance obligations in the contract

Performance obligations are the contractual promises by the Group to transfer distinct goods or services to a customer. For arrangements with multiple

components to be delivered to customers such as in the Group's integrated facitities management contracts, judgement is applied to consider whether

those promised goods or services are:

i.  distinct and accounted for as separate performarce obligations;

ii.  combined with other promised goods or services until a bundle is identified that is distinct; or

iii. part of a series of distinct goods or services that are substantially the same and have the same pattern of transfer over time i.e. where the customer
is deemed to have simultanecusly received and consumed the benefits of the goods or services over the life of the contract, the Group treats the
series as a single performance obligation.

BIULLLIAAGT)

Step 3 — Determine the transaction price

At contract inception, the total transaction price is determined, being the amount ta which management expects the Group to be entitled and has rights
under the contract. This includes the fixed price stated in the contract and an assessment of any variable consideration, up or down, resulting from

e.g. discounts, rebates, service penalties. Variable consideration is typically estimated based cn the expected value method and s only recognised to the
extent it is highly probable that a subsequent change in its estimate would not result in a significant revenue reversal.

Step 4 — Allocate the transaction price to the performance obligations in the contract

The Group allocates the total transaction price to the identified performance obligations based on their relative stand-alone selling prices, This is
predominantly based on an observable price or a cost plus margin arrangement. It is necessary to estimate the stand-alone selling price when the Group
does not sell equivalent goods or services in similar circumstances on a stand-alone basis. When estimating the stand-alone selling price, the Group
maximises the use of external inputs by observing the stand-alone selling prices for similar goods and services using an industry recognised price list or
cost indices in applying a cost-plus reasonable margin approach.

Step 5 — Recognise revenue when or as the entity satisfies its performance obligations

For each performance obligation, management determines if revenue will be recognised cver time or at a point in time. Where revenue is recognised
over time, the Group appilies the relevant output or input revenue recognition method for measuring progress that depicts the Group's performance in
transferring control of the goods or services to the customer.
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Certain long-term contracts use output methods based upon surveys of performance completed, appraisals of results achieved, or milestones reached
which allow the Group to recognise revenue on the basis of direct measurements of the value to the customer of the goods or services transferred to
date relative to the remaining goods or services under the contract.

Under the input method, measured progress and revenue are recognised in direct proportion to costs incurred where the transfer of control is most
closely aligned to the Group's efforts in delivering the service.

Where deemed appropnate, the Group will utilise the practical expedient within [FRS 15, allowing revenue to be recognised at the amount which the
Group has the right to invoice, where that amount corresponds directly with the value to the customer of the Group's perforrmance oblgations
completed 1o date.

If performance abligations do not meet the criteria to recognise revenue over time, revenue is recognised at the pont in tme when control of the
goods or services passes to the customer. This may be at the point of physical delivery of goods and acceptance by a customer or when the customer
obtains control of an asset or service in a contract with customer-specified acceptance criteria. Sales of goods are recognised when goods are delivered
and control has passed to the customer.

Long-term complex contracts

The Group has a number of long-term complex contracts which are predominantly integrated facilities management arrangemenits. Typically, these
contracts involve the provision of multiple service lines, with a single management team providing an integrated service. Such contracts tend to be
transformational In nature where the business works with the customer to identify and implement cost saving initiatives across the life of the contract.
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Notes to the consolfidated financial statements continued
For the year ended 31 March 2021

|. Basig of preparation and significant accounting policies continued

Management considers the majority of services provided within integrated facilities management contracts meet the definition of a series of distinct
goods or services that are substantially the same and have the same pattern of transfer over time. The series constitutes services pravided in distinct
time increments (e.g. monthly or quarterly) and therefore the Group treats the series of such services as one performance obligation.

The Group also delivers major project-based services under leng-term complex contracts that include performance obligations under which revenue is
recognised over time as value from the service is transferred to the customer. This may be where the Group has a legally enforceable right to
remuneration for the work completed to date, and therefore revenue will be recognised in line with the associated transfer of control.

The Group has a number of long-term PFl IHecycle contracts to maintain properties over periods of up to 30 years. A fund is established at the start of
the contract and amounts are drawn down by the Group as maintenance work is performed. For certain contracts the Group 1s also entitled to share in
any surplus left in the fund. Revenue is recognised over time to reflect the rendering of the service including an assessment of the appropriate
proportion of the hkely surplus in the fund, subject to being highly probable not 1o reverse. The armount of surplus avaiiable is dependerd on the rate of
wear and tear of the assets, which 15 substantially outside the control of the entity and the customer. As such the Group does not deem there to be a
significant financing component.

Repeat service-based contracts (single and bundled contracts)

The Group operates a number of single or jont-service line arrangements where repeat services meet the definition of a series of distinct services that
are substantially the same (e.g the provision of cleaning, security, catering, waste, and landscaping services), They have the same pattern of transfer of
value to the customer as the series constitutes core services provided in distinct time increments {(e.g. monthly or quarterly). The Group therefore
treats the sertes of such services as one performance obligation,

Short-term service-based arrangements

The Group delivers a range of other short-term service-based perfarmance obligations and professional services work across certain reporting
segmenits for which revenue is recognised at the point in time when control of the service has transferred 4o the customer. This may be at the pont
when the customer abtains control of the service in a contract with customer-specified acceptance criteria e.g. the delivery of a strategic operating
model or report.

Government grants

Government grants are recognised where there is reasonable assurance that the grant will be received and all conditions attaching to the grant will be
complied with. Government grants that compensate the Group for expenses incurred are recognised in the income statement as a deduction against
the related expense for which the grant is intended to compensate. over the periods necessary to match the grant with the related costs, Any
repayment of grants is charged to the income statement to reverse the deduction against the related expense, at the point when management has
taken the decision to repay the amount to the government and the intention to repay has been communicated to the government.

Other revenue
Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate applicable, which is the rate that
exactly discounts estimated future cash receipts through the expected life of the financial asset to that asset’s net carrying amount,

Contract costs

The Group incurs pre-contract expenses (e.g. legal costs) when it is expected to enter into a new contract. The incremental costs to obtan a contract
with a customer are recognised within contract assets if it 15 expected that those costs will be recoverable. Costs to abtain a contract that would have
been incurred regardless of whether the contract was obtained are recognised as an expense in the period.

Contract fulfilment costs

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 contract fulfiment costs. Only costs which meet
all three of the criteria below are included within contract assets on the balance sheet:

i.  the costs directly relate to the contract (eg. direct labour, materials, subcontractors);

ii. the Group is building an asset that will subsequertly be used to deliver contract outcomes; and

iii.  the costs are expected to be recoverable ie. the contract is expected to be profitable after amortising the capitalised costs,

Contract fulfilment costs covered within the scope of another accounting standard, such as mventories, intangible assets, or property, plant and
equipment are not capitalised as contract fulfiment assets but are treated in accordance with the other standard.

Amortisation and impairment of contract assets
The Group amortises contract assets {pre-contract costs and contract fulfilment costs) on a systematic basis that 1s consistent with the entity's transfer
of the related goods or services to the customer. The expense 1s recognised in the mcame statement in the period.

A capitalised pre-contract cost or contract fulfilment cost 1s derecognised ether when it is dispesed of or when no further economic benefits are
expected to flow from its use.

Management is required to determine the recoverability of contract related assets at each reporting date. An impairment exists If the carrying amount
of any asset exceeds the amount of cansideration the entity expects to receve in exchange for providing the associated goods and services, less the
remaining ¢osts that relate directly to providing those goods and services under the relevant contract. In determining the estimated amount of
consideration, management uses the same principles as it does to determine the contract transaction price. An impairment 1s recognised immediately
where such losses are forecast.
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|. Basis of preparation and significant accounting policies continued

Accrued income and deferred income

The Group's customer contracts include a diverse range of payment schedules which are often agreed at the inception of long-term contracts under
which it receives payments throughout the term of the arrangement. Payments for goods and services transferred at a point in time may be at the
delivery date, in arrears or part payment in advance.

Where revenue recognised at the period end date 1s more than amounts invoiced, the Group recognises accrued income for the difference, Where
revenue recognised at the period end date is less than amounts invoiced, the Group recognises deferred income for the difference.

Where price step-downs are reguired in a contract and output is not decreasing, revenue is deferred from initial periods to subsequent periods in
order for revenue to be recognised on a consistent basis.

140dad aSaneang

Providing the option for a customer to obtain extension periads or other services at a significant discount may lead to a separate performance
obligation where a material right exists. Where this is the case, the Group allocates part of the transacticn price from the original contract to deferred
income which is then amortised over the discounted extension period or recognised immediately when the extension right expires.

Foreign currency

The financial slalements of each of the Group's businesses are prepared in the functional currency applicable to that business. Transactions in currencies
other than the functional currency are recorded at the rate of exchange at the date of transaction. Monetary assets and liabilities denominated in foreign
currencies at the balance sheet date are reported at the rates of exchange prevaling at that date. Exchange differences arising on the settlement of
monetary items, and on the retranslation of monetary items, are included in the income statement for the periced.

Non-monetary items are measured in terms of historical cost in a foreign currency and are not retranslated.

On consolidation, the assets and liabilities of the Group's foreign cperations, including goodwill and fair value adjustments arising on their acquisttion, are
translated into sterling at exchange rates prevailing at the balance sheet date. income and expenses are translated into sterling at average exchange rates
for the period. Exchange differences arising are recognised directly in equity in the Group's hedging and translation reserve. On disposal of a foreign
operation. the deferred cumulative amount recognised in equity relating to that particular foreign operation is recognised in the income statement.

2JURUIIAOD)

Finance costs

Finance costs consist of interest and other costs that are incurred in connection with the borrowing of funds. Finance costs are recognised in the income
statement in the period in which they are incurred, with the finance charges relating to the direct cost of debt issue spread over the period to
redemption using the effective interest method. The Group has elected to classify cashflows from interest paid as operating activities and interest
received as investing activities. Interest paid includes the interest porticn of the lease liabifities.

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

The tax currently payable is based on taxable profit for the year. Taxabie 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 tems that are never taxable or deductible.
The Group's liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets and liabilties in the financial
staternents 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 temperary 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
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The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced te the extent that it is ne 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 te apply in the period when the liability is settled or the asset is realised, based upon tax
rates and legislation 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 enforceabie right to set off current tax assets against current tax liabilities; or when
they relate to income taxes levied by the same taxation authority and the Group intends to settle its current tax assets and liabilities on a net basis.

Operating segments

Operating segments are reported in a manner consistent with the internal reporting provided to the Chief Operating Decision Maker {CODM). The
CODM, who is responsible for allocating resources and assessing performance of the operating segments, has been identified as the Board of Directors.
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Notes to the consolidated financial statements continued
For the year ended 31 March 2021

|. Basis of preparation and significant accounting policies continued

Business combinations

The acquisition of subsidiaries is accounted for using the acquisition methed. The cost of the acquisition is measured at the aggregate of the fair values, at
the date of exchange, of assets given, liabilities incurred or assumed, and equity instruments issued by the Group in exchange for control of the acquiree.
Acquisition costs incurred are expensed. The identifiable assets, liabilities and contingent liabilities of the acquiree that meet the condrtions for
recognition are recognised at their fair value at the acquisition date, except for non-current assets (or disposal groups) that are classified as held for
resale in accordance with IFRS 5 ‘Non-current assets held for sale and discontinued operations', which are recognised and measured at fair value less
costs to sell

Goodwill arising on acquisition is recognised as an asset and initially measured at cost. being the excess of the cost of the business combination over the
Group's interest in the net fair value of the identifiable assets, fiabilities and contingent liabilties recognised, Negative goodwill representing a gain from a
bargain purchase, is recognised directly in the income statement.

Where applicable, the consideration for an acquisition includes any assets or liabilities resufting from a contingent consideration arrangement, measured
at fair value at the acquisition date. Subsequent changes in such fair values are adjusted against the cost of acquisition where they resutt from addtional
information, obtained within one year from the acquisiton date, about facts and circumstances that existed at the acquisition date, All other subsequent
changes in the fair value of contingent consideration classified as an asset or liability are recognised in the income staterment, in accordance with [FRS 9.
Changes in the fair value of contingent consideration classified as equity are not recognised.

Any business combinations prior to | April 2010 were accounted for using the standards in place prior to the adoption of IFRS 3 {revised 2008) which
differ in the following respects: transaction costs directly attributable to the acquisition formed part of the acquisition costs; contingent consideration
was recognised if, and only if, the Group had a present obligation, the economic outflow was more likely than not and a reliable estimate was
determinabile; and subsequent adiustments to the contingent consideration were recognised as part of goodwill.

Changes in the Group's ownership interests in subsidiaries that do not resutt in the Group losing control over the subsidiaries are accounted for as
equity transactions. The carrying amounts of the Group's interests and the non-controlling mnterests are adjusted to reflect the changes in their relative
interests in the subsidiaries. Any difference between the amount by which the non-controlling interests are adjusted and the fair value of the
consideration paid or receved is recognised directly in equity and attributed to owners of the Company.

When the Group loses control of a subsidiary. a gain or loss 15 recognised in profit or loss and is calculated as the difference between: (1) the aggregate
of the farr value of the consideration received and the fair value of any retained interest; and (i} the previous carrying amount of the assets {including
goodwill) and liabilities of the subsidiary and any non-controlling interests. All amounts previously recognised in other comprehensive income in relation
10 that subsidiary are accounted for as if the Group had directly disposed of the related assets or Habilities of the subsidiary i.e. reclassified to profit or
loss or transferred to another category of equity as specified/permitted by applicable [FRSs. The fair value of any investment retained in the former
subsidiary at the date when control is lost is regarded as the fair value on initial recognition for subsequent accounting under IFRS 9, when applicable, of
an investment in an associate or a joint venture.

The Group measures the lease liability for acquired leases at the present value of the remaining lease payment discounted using an appropriate discount
rate. As permitted by IFRS 3 Business Combinations, the Group treats acquired leases as new leases, thereby recording the right-of-use asset as equal to
the lease liability.

Goodwill
Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group's interest in the fair value of the identifiable assets,
liabilities and contingent liabilities of a subsidiary at the date of acquistion.

Goodwill is initially recognised as an asset at cost and is subsequently measured at cost less accumulated impairment losses. It is reviewed for impairment
at least annually. Any impairment is recognised immediately in the income statement for the period and is not subsequently reversed,

For the purpose of impairment testing, goodwill is allocated to each of the Group's cash-generating units {CGUs) expected to benefit from the synergies
of the combination. CGUs to which goodwill has been allocated are tested for impairment annually, or more frequently when there is an indication that
the unit may be impaired. If the recoverable amount of the CGU is Jess than the carrying amount of the unit, the impairment loss is allocated first to
reduce the carrying amount of any goodwill allocated to the unit and then to the other assets of the unit pro-rata on the basis of the carrying amount of
each asset in the unit. On disposal of a subsidiary the attributable amount of goodwill is included in the determination of the profit or loss on disposal.

When a business reorganisation resufts in changes to the composition of CGUs, goodwill is reallocated to updated CGUs. The goodwill allocated to a
prior CGU is wholly reallocated to an updated CGU, where the goodwill wholly arose on the acquisition of businesses comprised within the updated
CGU. Where this is not possible, a relative value approach 1s taken to allocate goodwill to updated CGUs.
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I. Basis of preparation and significant accounting policies continued
Other intangible assets

Other intangible assets identified in a business acquisition are capitalised at farr value as at the date of acquisition.

Customer contracts and relationships are amortised aver their useful lives based on the period of time over which they are anticipated to generate
benefits. Other acquisition related intangibles include acquired software and technology which are amortised over their useful lives.

Software and development expenditure is capitalised as an intangible asset if the asset created can be idertified. 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. Software and development expenditure
includes internally generated intangible assets and is amortised over its useful Iife once it has been brought into use.
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Following inftial recognition, the carrying amount of an intangible asset is its cost less any accumulated amortisation and any accumulated impairment
losses. Intangible assets are reviewed for impairment annually, or mere frequently when there is an indication that they may be impaired. Amortisation
expense is charged to administrative expenses in the income statement on a straight-line basis over its useful life as follows:

Customer contracts and refationships 5-15 years
Acquired software and technology 3-10 years
Property, plant and equipment.

Property, plant and equipment is 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-fine basis as follows:

Land and buildings 50 years or lease term if shorter

Plant and vehides 3-10 years
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The Group reviews the carrying amounts of its tangible assets to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of any impairment lcss.
Where the asset does not generate cash flows that are independent from other assets, management stimates the recoverable amount of the CGU to
which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value-in-use. In assessing value-in-use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that reflects current market assessments of the time 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) 15 estimated to be less than its carrying amount, the carrying amount of the asset (or CGU) is reduced
to its recoverable amount. An impairment loss is recognised as an expense immaediately,

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 loss
been recognised for the asset (or CGU} in prior years. A reversal of an impairment loss is recognised as income immediatety.

Inventories
Inventories are stated at the lower of cost and net realisable value and are mainly consurmables in nature,
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Costs represent materials, direct labour and overheads incurred in bringing the inventories to their present condition and location.

Net realisable value is based on estimated selling price less further costs expected to be incurred to completion and estimated selling costs. Provision is
made for cbsolete, slow moving or defective items where appropriate,

Financial instruments — classification and measurement
Financial assets and financial llabilities are recognised on the Group's balance sheet when the Group becomes a party 1o the contractual provisions of the
instrument, The Group derecognises financial assets and liabilities only when the contractual rights and obligations are transferred, discharged or expire.

Financial assets comprise cash and cash equivalents, trade and other receivables from customers, dervative financial instruments, and contingent
consideration receivable. The classification of financial assets is generally based on the business model in which a financial asset is managed and its
contractual cash flow characteristics.

Cash and cash equivalents include cash in hand, dernand depaosits 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. Cash that can only be used for a specific purpose or where access is
constrained is classified as restricted cash. All of the Group's cash flows from customers are sclely payments of principal and interest, and do not contain
a significant financing component. Financial assets generated from all of the Group's revenue streams are therefore initially measured at their transaction
price and are subsequently remeasured at amortised cost.

Financial habilities comprise trade and other payables, financing liabilities, and contingent consideration payable. These are measured at initial recognition
at fair value and subsequently at amortised cost with the exception of contingent consideration payable which is measured at fair value through profit or
toss. Financing liabilities are stated at the amount of the net proceeds after deduction of transaction costs. Finance charges, including premiums payable
on settlement or redemption and direct issue costs, are accounted for on an accruals basis in the iIncome statement.

Equity instruments issued by the Group are recorded at the proceeds received, net of direct issue costs.
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Notes to the consolidated financial statements continued
For the year ended 3| March 2021

I. Basis of preparation and significant accounting policies continued

invoice discounting

The Group uses a non-recourse customer invoice discounting facility (CID facility) under which certain trade receivable balances are sold to the Group's
relationship banks. The arrangement with the banks is such that the customers remit cash directly to the Group and the Group transfers the collected
amounts to the banks. The trade receivables are sold without recourse to the Group, and therefore the trade receivable balance is derecognised from
the Group's balance sheet at the point of sale to the bank.

Financlal instruments — impairment of financial assets

The Group recognises a loss allowance for expected credit losses (ECLs) on all receivable balances from customers measured at amortised cost, using
the simplified approach. Under this approach, the Group recognises a loss aliowance based an lifetime ECLs at each reporting date, ECLs are calculated
on the basis of historic and forward-looking data on default risk which 1s applied to customers with common risk characteristics such as sector type
{e.g government or non-government},

Derivative financial instruments and hedge accounting

The Group uses derivative financial instruments, including cross-currency interest rate swaps and forward foreign exchange contracts, to manage the
Group's exposure 1o financial risks associated with interest rates and foreign exchange. Dervative financial instruments are initially recognised at fair
value at the date the derivative contract is entered into and are subsequently remeasured to their fair value, determined by reference to market rates,
at each balance sheet date and included as financial assets or liabilities as appropriate. The resutting gain or loss 15 recognised in the income statement
immediately unless the derivative is designated and effective as a hedging instrument, in which event the timing of the recognition in the income
statement depends on the nature of the hedge refationship.

The Group presents derivative financial instrurments as a non-current asset or a non-current liability f the remaining maturity of the instrument is more
than 12 months and it is not expected to be realised or settled within |2 months. Derivatives, which are set to mature or are expected to be realised or
settled within 12 months, are presented as current assets or current liabilities.

The Group may designate certain hedging instruments including dervatives as either fair value hedges, cash flow hedges, or hedges of net investments in
foreign operations. Hedges of foreign exchange risk on firm commitments are accounted for as cash flow hedges. On adoption of IFRS 9, the Group
elected to continue to apply the hedge accounting guidance in 1AS 39 ‘Financial Instruments: recognition and measurement’,

At the inception of the hedge relationship, the Group documents the relationship between the hedging instrument and the hedged item, along with its
risk management objectives and its strategy for undertaking various hedge transactions. Furthermore, at the inception of the hedge and on an ongoing
basis, the Group documents whether the hedging instrument that is used in a hedging relationship is highly effective in offsetting changes in fair values or
cash flows of the hedged tem.

Cash flow hedges

Hedges are classified as cash flow hedges when they hedge the exposure to changes in cash flows that are attributable to a particular risk associated with
either a recognised asset or liability or a forecast transaction. The effective portion of changes in the fair value of derwatives that are designated and
qualify as cash flow hedges are recognised in other comprehensive income and accumulated in equity within the Group's translation and hedging
reserve. The gain or loss relating to any ineffective portion is recognised immediately in the income statement.

Amounts previously recognised in other comprehensive income and accumulated in equity are reclassified to the income statement in the periods when
the hedged rtem is recognised in the income statement, in the same fine as the recognised hedged itermn. However, when the forecast transaction that is
hedged results in the recognition of a non-financial asset or a non-financial liability, the gains and losses previously accumulated in equity are transferred
from equity and included in the initial measurement of the cost of the non-financial asset or non-financial hability. Hedge accounting is discontinued when
the Group revokes the hedging relationship, the hedging instrument expires or is sold, terminated. exercised, or no longer qualifies for hedge
accounting. Any gain or loss recognised in other comprehensive income at that time is accumulated i equity and I1s recognised when the forecast
transaction is ulbimately recognised in the income statement. When a forecast transaction 1s no longer expected to occur, the gain or loss accumulated in
equity 1s recognised immediately in the income statement.

Hedges of net investments in foreign operations

Hedges are classified as net investment hedges when they hedge the foreign currency exposure to changes in the Group's share in the net assets of a
foreign operation. Hedges of net investments in foreign operations are accounted for similarty to cash flow hedges. Any gain or loss on the hedging
instrument relating to the effective portion of the hedge is recognised in other comprehensive income and accumulated in the Group's translation and
hedging reserve. The gain or loss relating to any ineffective portion is recogrised immediately in the income statement. Gains or losses on the hedging
instrument relating to the effective portion of the hedge accumulated in equity are reclassified to the income statement in the same way as exchange
differences relating to the foreign operation.
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|. Basis of preparation and significant accounting policies continued

Leases

The Group has various lease arrangements for properties (eg office buildings and storage facilities), vehicles, and other equipment including IT
equipment and machinery. At inception of a lease contract, the Group assesses whether the contract conveys the right to control the use of an
identified asset for a certain period of time and whether it obtains substantially all the ecenomic benefits from the use of that asset, in exchange for
consideration. The Group recogrises a lease liability and a corresponding right-of-use asset with respect to all lease arrangements in which it is a lessee,
except low-value leases and short-term leases of |2 months or less, costs for which are recognised as an operating expense within the income
statemnent as they are incurred.

A right-of-use asset 1s caprtalised on the balance sheet at cost which comprises the present value of future lease payments determined at the inception
of the lease adjusted for any lease payments made at or before the commencement date, pius any initial direct costs incurred in addition to an estimate
of costs to remove or restore the underlying asset. Where a lease incentive 1s receivable, the amount is offset against the right-of-use asset at inception.
Right-of-use assets are depreciated using the straight-line method over the shorter of the estimated life of the asset or the lease term and are reviewed
for impairment to account for any loss when evenits or changes in circumstances indicate the carrying value may not be fully recoverable.

1s0daus 218a38.08

The Jease liability is inttially measured at amortised cost using the effective interest rate method to calculate the present value of future lease payments
and is subsequently increased by the associated interest cost and decreased by lease payments made. The effective interest rate is based on estimates of
relevant incremental borrowing costs. Lease paymenits made are apportioned between an interest charge and a capital repayrnent amount which are
disclosed within the financing activities and the operating activities sections of the consclidated statement of cash flows respectively, Lease payments
comprise fixed lease rental payments anly, with the exception of property leases for which the associated fixed service charge is also included. Lease
liabilities are classified between current and non-current on the balance sheet.

The lease term comprises the non-cancellable period in addition to the determination of the enforceable period which is covered by an option to
extend the lsase, where it is reasonably certain that the option will be exercised. and the period covered by the option te terminate the lease to a point
in time where no more than an 'Insignificant penalty’ is incurred. The Group assesses an insignificant penalty with reference to the wider economics of
the lease including any investment in non-transferable leasehold improvements which may result in an impairment charge should the lease be terminated.

SIUELLIDAOD)

A modification to a lease which changes the lease payment amount (e.g, due to a renegotiation or market rent review) or amends the term of the lease,
results in a reassessment of the lease liability with a corresponding adjustment to the right-of-use asset.

Provisions and contingent liabilitles

Provisions are recognised when the Group has a present obligation {legal or constructive) as a result of a past event and it is probable that an outflow of
resources embodying economic benefits will be required 1o setile the obligation and a reliable estimate can be made of the amount of the obligation.
Where management expects some or all of a provision to be reimbursed, for example under an insurance contract, the reimbursement is recognised as
a separate asset but only when the reimbursement is virtually certain. The expense relating to any provision is presented in the income statement net of
any reimbursement. lf the effect of the time value of money is material, provisions are determined by discounting the expected future cash flows at a
pre-tax rate that reflects current market assessmerits of the time value of money and, where appropriate, the risks specfic to the lability, Where
discounting 1s used, the increase in the provision due to the passage of time is recognised as a borrowing cost,

Onerous contract provisions {OCPs) arise when the unavoidable costs of meeting contractual obligations exceed the remuneration expected to be
received. Unavoidable costs include total contract costs together with a rational allocation of shared costs that can be directly linked to fulfilling
contractual ebligations which have been systematically allocated to QCPs on the basis of key cost drivers, except where this is impracticable and contract
revenue is used as a proxy for activity, The provision is calculated as the lower of the termination costs payabie for an early exit and the expected net
caost to fulfil the Group's unavoidable contract obligations. Where a custormner has an option to extend a contract and it is likely that such an extension
will be made, the expected net cost arising during the extension period is included within the calculation. However, where a profit can be reasonably
expected in the extension periad, no credit is taken on the basis that such profits are uncertain given the potential for the customer to either not
extend or offer an extension under lower pricing terms.
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Mo provisions are recognised and only a disclosure in the financial statemenis is made for contingent liabilities. Contingent liabilities are possible
obligations dependerit on whether some uncertain future event occurs, or where a present obligation exists but payment is not probable, or the
amount of payment cannot be measured reliably.

Contingent assets

No assets are recognised and only a disclosure in the financial statements s made for contingent assets where an inflow of economic benefits is
probable but not virtually certain. Contingent assets are possible assets that arise from past events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the Group.
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Notes to the consolidated financial statements continued
For the year ended 3| March 2021

I. Basls of preparation and significant accounting policies continued
Share-based payments

The Group operates a number of executive and employee share option schemes. Equity-settled share-based payments to employees are measured at
the fair value of the equity instruments at the grant date. The fair value excludes the effect of non-market based vesting conditions. For grants of share
options and awards, the fair value as at the date of grant is calculated using the Black-Scholes model or the share price at grant date, and the
corresponding expense is recognised on a straight-line basis over the vesting period based on management's estimate of shares that will eventually vest.
At each balance sheet date, the Group revises its estmate of the number of equity instruments expected to vest as a result of the effect of non-market
based vesting conditions. Save As You Earn (SAYE) options are treated as cancelled when employees cease to contribute to the scheme, resulting in an
acceleration of the remainder of the related expense,

The own shares reserve in equity includes the shares owned by the Employee Trust and treasury shares, When shares are transferred to employees
upon exercise of options and awards, the own shares reserve is reduced by the relevant cost or value.

Costs incurred on issue of equity
The Group has incurred costs in the period in relation to the 2020 rights issue. The transaction costs of such an equity transaction are recorded as a
deduction from equity to the extent they are incremental casts directly attributable to the equity transaction that otherwise would have been avoided.

Retirement benefit costs
The Group 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 the related service is provided.

In addftion, the Group operates and participates in a number of defined benefit schemes. In respect of the schemes in which the Group makes
contributions under Admitted Body status to clients’ defined benefit schemes in respect of certain employees who transferred to the Group under
TUPE, the Group accounts for its legal and constructive obligations over the period of its participation which is for a fixed period only,

For the defined benefit pension schemes, the cost of providing benefits is determined using the projected unit credit methad, with actuarial valuations
being carried out at each balance sheet date by qualified actuaries. Actuarial gains and losses on obligations, the return on scheme assets (excluding
interest) and the effect of the asset ceiling (if applicable, excluding interest) are recognised in the statement of comprehensive income in the period in
which they occur.

Defined benefit pension costs {including curtailments) are recognised in the income statement, in either administrative expenses or other tems, whiist
the net interest cost is recognised in finance costs,

The Group's net liability in respect of defined benefit schemes is calculated separately for each scheme by estimating the amount of future benefit that
employees have earned in the current and prior perieds, discounting that amount using the market vield on a high-quality corporate bond and deducting
the fair value of any scheme assets. When the calculation results in a potential asset for the Group, the recognised asset is limited to the present value of
economic benefits available in the form of any future refunds from the scheme. where the Group has the unconditional right to the surplus, or
reductions in future contributions to the scheme.

The Group participates in four multi-employer defined benefit pension schemes. For three of these schemes the Group's share of the assets and
liabilities is minimal, The fourth scheme is the Plumbing & Mechanical Services (UK) Industry Pension Scheme (the Plumbing Scheme), a funded multi-
employer defined benefit scheme. The Plumbing Scheme was founded in 1975 and to date has had over 4000 employers, with circa 400 remaining,
Historically, the size and complexity of the Plumbing Scheme has meant the trustee has been unable to identify the assets and liabilties of the scheme
which are attributable to the Group. The Plumbing Scheme trustee has issued Section 75 employer debt notices in respect of the participation of
Robert Prettie & Co Limited and Mitie FM Limited {formerly Interserve (Facilities Management) Limited) in the Plumbing Scheme (refer to Notes 21
and 32). Another Group company, Mitie Property Services {UK) Limited. continues to participate in the Plumbing Scheme and the Group accounts for
its contributions as if they were paid to a defined contribution scheme. For schernes where sufficient information is not available to use defined benefit
accounting, no liabifity is recognised on the balance sheet, however, the obligations are disciosed as contingent liabilities in Note 34,

Dividends
Interim dividends are recagnised as a liability when they are paid and final dividends are recognised as a liability when authorised in a general meeting by
shareholders, Dividend income, including from joint ventures and associates, 1s recognised on receipt.
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2. Critical accounting Judgements and key sources of estimation uncertainty

The preparation of consolidated financial statements under IFRS requires raanagement to make judgements, estimates and assumptions that affect
amounts recognised for assets and liabilities at the reporting date and the amounts of revenue and expenses incurred during the reporting period.
Actual results may differ from these judgements, estimates and assumptions.

Critical judgements in applying the Group's accounting policies
The following are the critical judgements, made by management in the process of applying the Group's accounting policies, that have the most significant
effect on the amounts recognised in the Group's financial statements.

Revenue recognition
The Group's revenue recognition palicies, which are set out under Revenue recognition in Note |, are central to how the Group measures the work it
has perfermed in each financial year.

10doy 2183008

Due to the size and complexity of the Group's contracts, management is required to form a number of key judgements in the determination of the
amourt of revenue and profits to record, and related balance sheet items such as contract assets, accrued income and deferred income to recognise.
This includes an assessment of the costs the Group incurs to deliver the contractual commitments and whether such costs should be expensed as
incurred or capitalised. These judgements are inherently subjective and may cover future events such as the achievernent of contractual performance
targets and planned cost savings or discounts.

For certain contracts, key judgements were made concerning contract extensions and amendments which, for example, directly impact the timing of
revenue recognition in additicn to the phasing of upfront payments to, or from customers which are deferred to the balance sheet and unwound over
the expected contract term. Management considers this to be an area of judgement due to the determination of whether a modification represents a
separate contract based on its assessment of the stand-alone selling price, rather than a termination of the existing contract and estabhishment of a new
contract for which the revised contract price would be recognised from the date of maodification.

Profit before other items

‘Other iterns' are iterns of financial performance which management believes should be separately identified on the face of the income statement to
assist in understanding the underlying financial performance achieved by the Group. Determining whether an item should be classified within other
items requires judgement as to whether an iterm is or is not part of the underlying performance of the Group.

BIUBUIDAOD)

Other items after tax of £44.8m were charged (2020: £30.2m credited) to the income staternent for the year ended 31 March 2021, An analysis of the
amounts included in other items is detailed in Note 4.

Recoverability of trade receivables and accrued income

The Group has material amounts of billed and unbilled work ocutstanding at 31 March 202 |. Receivables are recognised inttially at cost (being the same
as fair value} and subsequently at amortised cost less any allowance for impairment, to ensure that amounts recognised represent the recoverable
amount. The Group recognises a loss allowance for expected credit losses {ECLs) on all receivable balances from customers using a lifetime credit loss
approach and includes specific allowance for impairment where there is evidence that the Group will not be able to collect amounts due from
customers, subsequent to initial recognition. Management apphes judgement on specific allowances for impairment based on the information available
at each reporting date which includes information about past events, current conditions and forecasts of the future economic condition of customers.
The judgement on specific allowance for impairments on receivables as at 31 March 2021 has included an assessment of COVID-19 impacts.

IFRS 16 — Determining the lease term of contracts with renewal and termination options
The Group determines the lease term as the non-cancellable term of the lease, together with any periods covered by an option to extend the lease
if it is reasonably certain to be exercised, or any period covered by an option to terminate the lease, if it is reasonably certain not to be exercised.
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The Group has several lease contracts that include extension and termination options. Management appfies judgement in evaluating whether it is
reasonably certain whether or not 1o exercise the option to renew or terminate the fease. That is, it considers all relevant factors that create an
economic incentive for the Group to exerdise either the renewal or termination option. After the commencement date, the Group reassesses the lease
term if there is a significant event or change i circumstances that is within its control and affects its ability to exercise or nat to exercise the option to
renew or to terminate the lease.

Business combination — purchase price allocation

The Group completed the acquisition of [nterserve on 30 November 2020, The provisional purchase consideration totalled £142.0m which resulted in
a provisional goodwill balance of £3.3m recognised on acquisition, after considering the provisional fair values of the identifiable net assets acquired of
£138.7m. See Note 30

The total consideration reported of £142.0m includes a provisional value for the adjustment to consideration which relates to the completion accounts
process for this transaction. This provisional value represents management’s best estimate of the amount expected to be recewved through the
completion accounts process. The adjustment has reduced the fair value of consideration and therefore goodwill by £57.6m, with a corresponding
receivable being recorded. See Notes 16 and 30.

This has required management to make judgements around the cutcome of the completion accounts process. The outcome of the completion accounts
pracess 15 inherently uncertain. given that this s subject to a commercial negotiation and potentially expert determination, and the final amount agreed
could therefore be materiafly different from the estimate.

The fair value of consideration and goodwill recognised are therefore provisional and subject to finalisation. As permitted under [FRS 3, any revisions to
the purchase consideration or to the fair value of the assets and liabilities acquired, which arise in the |2 months following the date of acquisition and
relate to conditions and information that existed at the date of acquisition, will result in an adjustment against the goodwill.

When the Group completes a business combination, the far value of the identifiable assets and liabiiities acquired are recognised through a purchase
price allocation process, the determination of which requires management judgement. The most significant fair value adjustment relates to attributing
value ta the acquired intangible assets recogrised (primarily customer contracts and relationships).
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Notes to the consolidated financial statements continued
For the year ended 31 March 202

2, Critical accounting judgements and key sources of estimation uncertainty continued

In determining the fair value of Interserve's customer contracts and relationships. the Group used forecast customer cash flows from the contracts and
expected renewal rates and applied an appropriate discount rate specific to the asset. In determining the cash flows, management used judgement to
estimate revenue growth, profit margins, cortract renewal probability and the average contract duration remaining as well as the discount rate. This
analysis indicated a provisional fair value for customer contracts and relationships of £219.3m with a corresponding provisional deferred tax liability in
relation to those intangible assets of £41.5m. This pravisional deferred tax liability has been partially offset by deferred tax assets in relation to unutilised
income tax losses, accelerated capital allowances, retirement benefit liabilities and other short-term timing differences. The fair value of other intangible
assets acquired (computer saftware) was estimated using a cost to purchase or replace the assets, The Group used independent valuation specialists to
assist with identifving and valuing the acquired intangible assets.

Certain other judgements have been made relating to the fair value of contingent liabilities and, favourable or unfavourable leases and also to the
recognition of right-of-use assets and corresponding lease liabilities.

Landmare joint venture

The Group holds 51% of the equity shares in Landmarc Support Services (Landmarc), a jointly-controlled entity, through its shareholding in Interserve.
The remaining 49% of the equity shares in Landmarc are held by a single third party. Management considers Landmare to be a joint venture despite the
Group having majority voting rights. This is because, under the terms of the sharehclder agreement. joint agreement is required with the other party to
pass resolutions for all significant activities, Accordingly, the Group does riot exert control on Landmare to recogmise it as a subsidiary.

The Group accounts for its investment in Landmarc using the equity method. See Note 15,

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

Provisions and contingent liabilities

The Company and various of #ts subsidiaries are, from time to time, party to legal proceedings and claims that are in the ordinary course of business.
Judgements are required in order to assess whether these legal proceedings and claims are probable. and the liability can be reasonably estimated,
resulting in a provision or, alternatively, whether the items meet the definition of contingent liabilities.

Provisions are liabilities of uncertain timing or amount and therefore in making a relable estimate of the quantum and timing of liabilties, judgement is
applied and re-evaluated at each reporting date. The Group recognised provisions at 31 March 2021 of £116.4m (2020: £53.2m). Further details are
included in Note 21,

The Group has disclosed a contingent liability in relabon to a cyber incident. On 13 May 2020, Interserve Group Limited {(IGL} announced it was subject
to a cyber-attack which affected elements of iGL's IT systems (including enterprise resource planning and human resource systems), mcluding elements
related to Interserve. The Information Commissioner's Office (the ICO) has advised IGL that it considers it likely that IGL or members of IGL (which
could include Interserve) are in breach or likely to be in breach of certain articles of the UK GDPR and likely to be subject to regulatory action in
respect of the matter which could result in a remedial order or fine. Management cannct predict the results of the ICO investigation and therefore the
Group is unable to refiably estimate any meaningful settlement amount at the reporting date. It has therefore been disclosed as a contingent lability due
1o uncertainty regarding the amount of the liability. Further details are included in Note 34,

Onerous contract provisions
Onerous contract provisions totalling £12.2m have been recognised at 31 March 2021 (2020: £nif). These primarily arose on the acquisition
of Interserve.

The Group assesses whether a contract is onerous on an individual basis at each reporting date. Determining the carrying value of onerous contract
provisions requires assumptions and complex judgements to be made about the future performance of the Group's comtracts, The level of uncertainty
in the estimates made, either in determining whether a provision is required. or in the measurement of a provision booked, is linked 1o the complexity
of the underlying contract.

The major sources of judgement when measuring the level of provision to bock are:

» The level of accuracy in forecasting future variable revenue and costs to complete the contract;

The ability of the Group to maintain or improve operational performance to ensure cost assumptions are in line with expected levels, including

contract specific KPls;

Identifying cost saving innatives that are considered to be reasonably certan in terms of timing and scale; and

¢ Expectations around the resolution of contract specific disputes and the likelhood of incurring future costs associated with remediation or
reactive work.

The future range of possible outcomes in respect 1o judgements and assumptions made to determine the carrying value of the Group's onerous
contract provisions could result in a material increase or decrease in the value of the provisions, and hence on the Group's profitability in the next
financial year. To mitigate this. management regularly compares actual contract performance aganst previous forecasts used to measure the onercus
contract provisions and considers if revised judgements are required.

The Directors have assessed the range of possible outcomes on contracts reguiring an onerous cortract provision, based on facts and arcumstances that
were present and known at the balance sheet date, To the extent that sensitivities around the major sources of judgement identified above in measuring
the provision are, in aggregate, those factors affecting the potential contract outcomes. the assessed range of possible outcomes on these contracts in the
next financial year could potentially lead to a gain of up to £11.5m or a further loss of up to £12.8m being recognised.
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2. Critical accounting judgements and key sources of estimation uncertainty continued

Other contract spedific provisions recognised on the acquisition of Interserve
In addition to the onerous contract provisions, the Group has recognised £41 9m of contract specific provisions at 31 March 2021 {2020 £10.7m).
These have been recognised primarily to cover costs required to meet specific contractual obligations.

£14.6m of this balance relates to a significant liability risk on a certain contract, which is subject to a dispute. Management sought external assistance

to value the potential risk exposure to the Group. The actual exposure to the Group may differ to what has been provided at 31 March 2021 due

to the compounding effect of multiple variables associated with the particular issues involved in the dispute. The value of the provision represents
management's best estimate. Management considers that to the extent that it is agreed or determined that the Group is found to have a liabilty, a
reasonably possible set of alternative outcomes could increase the liability to £22.0m, and other possible outcomes couid increase the liability further.
Management will continue to assess the provision recorded in arriving at its best estimate of any potential resolution at each subsequent reporting date.

Js0dau 21331808

Measurement of defined benefit pension ebligations
The net pension liability at 3| March 202 was £42.5m (2020: £46.7m). which includes a retirement benefit asset of £3.0m (2020: £nil).

The measurement of defined benefit cbligations requires judgement. It is dependant on material key assumptions including discount rates, life
expectancy rates, and future contribution rates. See Note 32 for further details and a sensitivity analysis for the key assumptions.

i he Group also participates in four multi-employer defined benefit pension schemes, including the Plumbing & Mechanical Services (LK) Industry
Pension Scheme (the Plumbing Scheme). The Group has recognised provisions of £21.7m at 31 March 2021 for Section 75 employer debts in
respect of the participation of Robert Prettie & Co. Limited and Mitie FM Limited (formerly Interserve (Facilities Management) Limited) in the
Plumbing Scheme.

Deferred tox assets
The Group has recognised deferred tax assets of £32.0m (2020: £32.6m), refer to Note 22. Management has assessed recovery of these assets with
reference to the Group's medium-term forecasts. Recovery of these assets is subject to the Group generating taxable profits in future years.
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Notes to the consolidated financial statements continued

For the year ended 31 March 2021

3. Business segment information

The Group manages its business on a service division basis. At 31 March 2021, the Group had six reportable segments; Business Services, Technical
Services, Care & Custody, Landscapes, Waste and Interserve. Care and Custody, Landscapes and Waste are aggregated and categorised as Specialist
Services, however each of these businesses individually meets the IFRS 8 ‘Operating Segments' criteria for beng a separate reportable segment.

The information. as reported, is consistent with information presented to the Board of Directors, which s the Group's chief operating decision maker.
Revenue, operating profit before ather items and operating profit margin before other items are the primary measures of performance that are

reported to and reviewed by the Board.

Segment assets have not been disclosed as they are not reviewed by the Board

income statement information

2021 2020
Cperating

SRS o SRS o

Ravenue' Items® othar items” Revenue items other terns?

im im x fm £m %

Business Services 1,085.0 494 46 9869 22 43

Technical Services 820.7 264 32 9472 559 59

Specialist Services 2336 25 96 2396 253 104

Care & Custody 108.8 74 68 1102 77 7.0

Landscapes 502 84 i6.7 478 86 180

Waste 746 6.7 9.0 8i.6 20 1.0

Interserve 450.0 133 30 E -

Corporate centre - (48.2) - - (373) -

Total from contdiwing operations 2,589.3 634 24 21737 86.1 40

Catering - - - 60.5 28 46

Total from discontinued cperations - - - 605 28 46

Total 2,589.3 634 24 22342 889 40
Notes.

| Revenue includes share of jont ventures and associates.
2 Qther ttems are as descnbed in Note 4,

3 No single custormer accounted for more than 10% of external revenue i the year ended 3¢ March 2021 o in the comparative periad. The UK Government Is riot considered a single custormer.

A reconciliation of segment operating profit before other items to total (loss)/profit before tax is provided below:

mi 2020
£m m
Operating profit before cther terms 634 86.1
Other terns’ (55.1) (21.5)
Net finance: costs 17.4) (182}
Total from continuing operstions G0 184
Operating profit before other tems - 28
Other iterms' 3.2 490
Net finance costs - 02}
Total from discontinued operations 32 506
{Loss)/profit before tax 59 1000
Neote.

| Other terms are as descrbed in Note 4.
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3. Business segment information continued
Geographical segments

Revenue, operating profit and operating margin from external customers by geographical segment is shown below:

021 2020 .
&
Operatiny Qperatn ]
— T et el E
£m £m x £m £m % 2
United Kingdom 24944 60.5 24 21086 852 40 .g
Other countries 949 29 3.1 65.1 05 14 -
Continuing operations 12,5893 634 4 21737 86.1 40
United Kingdom - - - 508 2.1 4.1
Other countries - - - 9.7 07 72
Discontinued operations - - - 605 28 44
Total 2,589.3 634 24 22342 885 10
Notes:
| Revenue includes share of jomnt ventures and associates. o
2 Otheritems are as descrbed inhote 4. g
The carrying amount of non-current assets, excluding interest in joint ventures and associates, derivative financial instruments and deferred tax assets, by %
geographical segment is shown below: §
X2 2020
ém £m
United Kingdom 668.1 4355
Other countries 1.9 1.3
Total 680.0 4468
Supplementary information
02 2020
-
m Amortisation of  Amortisstion of Other %@gﬁ;ﬁnﬁi Amortisation of  Amortisation of Otrier ;
and ot intangible mﬂ;‘ contract ma mt:: and equlpmeﬂljr: ntangble asseﬁsn contract as;gﬁ me(Ei: g
Business Services 32 L1 - 18.6 49 i.2 - 02) g
Technical Services 06 05 10 n7 3 06 09 80 2
Specilist Services 1.7 - 07 40 23 - 06 02 &
Care & Custody 03 - 0.7 L9 03 - 06 0!
Landscopes 08 - - 08 i . - -
Waste 0.6 - - 1.3 09 - Ot
Irterserve 08 0.6 - 70 - - -
Corporate centre 28.1 15.3 - 28 226 96 135
Continulng operations M4 175 L7 5.1 329 1.4 15 215
Catering - - - 1.6 04 - - (507
Healthcare - - - (PN )] - - - (0.5)
Pest Control - - - 0.7) - - - 07
Scdal Housing - - - .0 - - - 15
Discontinued cperations - - - (£i] 04 - - 490y
Toual M4 175 1.7 519 333 1.4 1.5 (27.5)
Note:

I Other tems are as descibed in Note 4.
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Notes to the consolidated financial statements continued

For the year ended 31 March 2021

3. Business segment information cortinued
Disaggregated revenue

The Group disaggregates revenue [rom contracts with custamers by sector (government and non-government) and by contract duration (contracts
with a duration from inception of less than two years, and contracts with a duration from inception of more than two years), Management believes

this best depicts how the nature, timing and amounit of revenue and cash flows are affected by economic factors. The following table includes a
reconciliation of disaggregated revenue with the Group's repartable segments.

2021
Sector'® Contract durstion for timing of revenue recognition’
Non- Less chan More than

Government Tocal 2ywars 2 years Total

Im £m £m £m £m £m

Business Services 3232 7618 1,085.0 230.1 8549 1,085.0

Technical Services 719 5478 820.7 4.5 7262 820.7

Specialst Services 147.3 853 2336 283 205.3 2338

Care & Custody los.8 - tos.s - 1088 1088

Landscapes 134 kr A 502 154 348 502

Waste 254 492 746 129 617 744

Interserve 733 767 450.0 124 4374 4500

Contnuing operations and Total 1,1167 14726 2.569.3 3653 2,224.0 2,5893
Notes.

| Sertor s defined by the end custarmer on anty contract eg if the Group 1s 2 subcontractor to a companty repaining a government bulding, then e contract would be classified as government.

2 Revenue includes share of joint ventures and associates.

2020
Sector! Contract duration for trming of revenue ~ecognition
Non- Less than More than

Government government Total 2 years 2 years Total

£rn £m fm £m £m

Business Services 1940 7929 9869 38 675.1 9869

Technical Services 3037 6435 9472 1000 8472 9472

Specialist Services 1514 882 2396 221 2175 2396

Care & Custody 110.2 - 110.2 - 1102 o2

Landscapes 120 358 478 {29 349 47.8

Waste 292 524 81.6 9.2 724 81.6

Continuing operations £49.1 1.5246 21737 4339 1.7398 21737

Catering 34 571 &0.3 8.2 523 60.5

Discontinued operations 34 57.1 60.5 82 523 605

Total 6525 15817 22342 442.1 1,792 22342
Naote:

| Sector 15 defined by the end custorer on any contract e, if the Group 15 3 subcontractor to a company reparng a government bulding, then the contract would be dassified as government.
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3. Business segment information continued
Transaction price allocated to the remaining performance obligations

The table below shows the forward order book for each segment at the reporting date with the time bands of when the Group expects to recognise
secured revenue on its contracts with customers. Secured revenue corresponds to all fixed work contracted with custorners and excludes the impact

of any anticipated contract extensions. and new contracts with customers.

2021 2020

Lass than More than Tota lessthan More than Total

1 ﬁ 1 y; sacured r-vug | yz:: I yzi; secured reven;:

Business Services 721 861.0 1,633.1 7829 10518 18347
Technical Services 4489 1,435.0 1,883.9 3803 15339 19142
Specialist Services 107.7 4204 528.1 1199 4256 5455
Care & Custody 9.7 3452 444.9 89.9 391.2 481.1
Landscapes 02 619 62.1 223 181 404
Waste 78 13.3 211 77 163 240
Interserve 7609 2,3%6.1 3,157.0 - - -
Continuing operations and Toml 2,089.6 51125 7,201 12831 30113 43944

Note:
" Forward order book ncludes share of joint ventures and associates.
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Notes to the consolidated financial statements continued
For the year ended 31 March 2021

4. Other items
Other items are items of financial performance which management believes should be separately identified on the face of the Income statement to
assist in understanding the underlying financial performance achieved by the Group.

The Group separately reports impairment of goodwill, impairment and amartisation of acquisttion related intangible assets, acquisition and disposal
related costs, gain or loss on business disposals, cost of restructuring programmes and other exceptional items as other items, together with their
related tax effect:

021
Rosicirs ool Gunon  scaportt
cors relatnd costs dispasal Ieeme Toual
Contywing sperations £m ém £m ém &m
Other itams within administrative expenses before tax 252) Gl - 32 65.1)
Tax 48 33 - (0.6) 75
Cther itemns after tax (20.4) {29.8) - 26 (47.5)
Discontinued operations
Other items before tax - 20 1.2 - 32
Tax - 04 - - Q4)
Orher items after tax - 16 12 - 8
Total Group
Other items before tax 52 @BLn 12 32 (519
Tax 48 29 - {0.6) 74
Other Itams after tax (204) 8y 12 26 (“48)
2020
Acquistion & Other
R e rebmacoons it S o Toul
Continung operations im £m m £m ém
Other items within administrative expenses before tax (157 (3.5) - 23 215
Tax 27 10 03 40
Other items after tax (130 (2.5) - 20) {175}
Discontmued operations
Other items before tax - (1.3} 503 - 4950
Tax - 03 (1.6 - (1.3)
Other itams sfear tax - (1% 487 - 47.7
Total Group
Other itams befors tax (157) (48 503 (2.3) 275
Tax 27 I3 {16) 03 7
Other items afcer tax (130 (3.5) 487 20 302
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4. Other items continued

Restructure costs
The Group is undertaking a major transformation programme involving the restructuring of operations to reposition the business for its next phase of
growth, which includes Project Helix, Project Forte and Property. The costs are analysed below:

w
2021 2000 5
Continuing  Discontinued Cortnuing Discontinued a§
operations operations Toral operations operations Total A
£m £m £m m m m 3
°
Group transformation programme: o
-~
Project Helix' - - - (3.6) - (3.6)
Project Forte? (10.6) - (10.6) (106) - (16:6)
Property® (11.3) - (1.3} (1.5) - (1.5
Other transformation projects® (3.3) - (3.3 - - -
Restructure costs (25.2) - {25.2) (157} - (157)
Tax 48 - 48 27 - 27
Restructure costs net of toation {204) - (20.4) (13.0) - (130
MNotes: 9
| Project Helx was a three-year programme launched in 2017, focused on establisting a shared serice centre model for key back office functions, ncluding offshoring the majorty of Finance and IT, 5
and centralising HR following the standardisation of systerns. The project was completed by March 2020 3
2 Project Forte was launched in 2019, primarily focused on re-engineering the Technical Servces business to modermise the technology infrastructure It willmprove both the customer expenence 2
and the efficency of the ntermal operatons. Project Forte waill also drive further Group-wide organsational consofidation. automation of processes and further offshonng of back office actraties. 2

The project 1s expected to complete by March 2022

3 Programmne to restructure the property portfolio to algn with the new operating model, which invobves the vacation of office space. This has been separated from other transformation projects
for the year ended 31 March 202..

4 Other transformation orojects focus on aligning the remaining areas of the business 10 the new operating maodel, mcluding redundancy costs related te major restructuring as a result of COVID-19,
and simplifyng the management structure.

The costs associated with the Group transformation programme include redundancy costs of £3.2m (2020: £4.4m), right-of-use asset impairments of
£6.3m (2020: £0.8m), cther onerous lease costs of £2.6m (2020: £0.7m)}. intangible impairments of £3.4m (2020: £nil}, property, plant and equipment
impairments of £1.9m (2020 £nil}, consultancy costs of £3.6m (2020: £1.8m) and fixed-term staff costs of £4.2m (2020: £8.0m) to manage and
implement the changes.

Acquisition and disposal refated costs =

221 2020 5

Continuing Discontinued Continaing Discontnued B

operxtions operations Total aperations operations Total )

m £m ém fm fm £m E

Interserve acquisition related costs' (14.8) - (14.8) - - - 5

Interserve integration costs’ (8.8) - (8.8) - - - g
Interserve amortisation of acquisition related assets® 6 - 6.7 - - -

Tﬁta] Irr'mterse;vér.racquésition costs 7 (30.3) - (303) - - -

Other amortisation of acquisition related intangible assets 22) - 22) 23) - 23)
Other transaction related projects (0.6) - (0.6) (1.6) - {1.6)
Other acquistion transaction costs - - - ©n - {.n
Other integration costs - - - {0.6) - (0.6)
Restricted shares issued - - - 8) - {0.8)
VSG liability release - - - (] - 19
Other disposal income(costs)” - 20 20 - (13 (1.3)
Acquisition and disposal costs @l 20 @aLn (3.5) {13) (4.8)
Tax 33 04 29 10 03 13
Acquisition and disposal costs net of taxarion (298) 1.6 (28.2) 25 (1.0} (3.5)

Notes:
| Compnses of professional fees of £13.6m, fixed term staff costs of £0.2m and retention costs of £1.0m,
2 Comprses of stafl related ntegration costs of £5.3m, redundancy costs of £1.7m, right-of-use asset impairments of £1.1rm and other integration costs of £0.7m,

3 Incdudes £5.5m amortisation on custorner contracts and relationships acgquired with Interserve and £ 2r related to the Group's share of tne amortisation of customer contracts and relationship
assets arising on the acqursiion of Landmarc Suppart Servces Limited which has been equity accounted. See Notes |3 and (5.

4 Other disposal ncome in the year ended 31 March 202 | was related to the release of provisions for rectfication works on property mantenance contracts associated watn the disposal of the
Sodal Housing business See Note 5.

Gain on disposal
A net gain on disposal of businesses of £1.2m (2020: £50.3m) has been recognised in Other itermns. See Note 5 for further details,
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Notes to the consolidated financial statements continued
For the year ended 3| March 202 (

4. Other items continued

Other exceptional items
Other exceptional items included in operating profit are analysed below:

2021 2020

Conth D inued Continuing Discontiniued

op-'ﬁor‘r: opI‘lﬂ.; To‘: cperauzrn; operatwcfspé Tcg?:
Regulatory nvestigation {©.1) - {0.1) 07 - 0.7
IFRS 16/15/9 adeption and implementation projects - - - 0.7) - {07
Net settlement of legal dispute? 37 - 37 09 - 09
Cost of equalising Guaranteed Minirmum Pensions 0 - {0.2) - - ~
Cther exceptional items {©2) - {03) - -
Orher exceptional kems 32 - 32 (23 - 2.3
Tax {0.8) - {0.6) 03 - 03
Other exceptional items net of toation 26 - 16 20 - (20)
Notes:
[ :g:{rg :Ef :’;nm(.zom £0.7m) legal and professional costs v respect of the FRC and FCA mvestigations, and the Comparty's ewn investigations mto the: same matters. These investigations have

2 Legal costs of £03m (2020 £09m) have been Incurred and a settlement of £4.0m {2020 £ril) has been receved, in relaton to a legal dispute.

5. Discontinued operations and disposal of subsidiaries
There have been no disposals of businesses or discontinued operations meeting the criteria of IFRS 5 Non-current Assets Held for Sale and
Discontinued Operations in the year ended 31 March 2021,

The results relating to operations which were discontinued in prior periods are detailed below,

Income statement of discontinued operations

212021 ispis)

Caw:’: Pest Conu-ﬁd; m I-hllﬂm‘m Tﬁ Tcga]n
Total consideration' k) 07 - - 26 760
Net assets disposed - - - - - (2043
Release of customer hability L7 - - - L7 (26)
Release of indemmity provision - -~ - 2] 21 05
Transaction costs - - - - - (3.2)
Total {loss)/gan on disposal before tax {.&) 0.7 - 2) 12 503
Tax - - - - - (1.6)
Net (loss)/gain on disposal of discontinusd cperations a3 {1.8) 07 - 2] 12 487
reported in other items (see Note 4)
Profit and 1otal comprehensive income for the year before tax - - 20 - 20 13
Tax - - o4 - ©4) -
Profit and total comprehensive income for the year after tax - - 1.6 - K] 13
Total (loas)/profic for the year {1.6) 0.7 1.6 21 28 500
Note;

I Inthe year ended 31 March 2021, contingent consderation of £3.3m in relation to the disposal of the Catering business 1as been remeasured to £nl and upon agreement of completion accounts
wwith the surchaser of Pest Control the settlerment liability of £0.7m has been de-recognised.
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5. Discontinued operations and disposal of subsidiaries continued
The profit and total comprehensive income for the year ended 31 March 2021 comprises other itemns of £2.0m before tax and a £0.4m tax charge in
relation to release of provision for rectification works associated with certain property maintenance contracts of the Social Housing business,

The income statement of discontinued operations for the year ended 31 March 2020 is presented below.

w
2020 |
Catering Pest Control Socal Housing  Healthcare Total discontinued operations og
N
Before Before Before Before a
other  Other other  Other cther  Cther Other  other  Other )
ftems e’ Total  items ftems' Total tems  ttems' Total tems'  nems M5 Toml Q
£m im £m im £m fm fm £ m £m £m im m ad
Revenue 605 0.5 - - - - - - - 605 - 60.5
Cost of sales (547 - (54.7) - - - - - - - 517 - &40
Gross profit 58 - 58 - - - - - - - 58 - 58
Adminstrative expenses (3.0) ©3) @I - 03} (0.3) - {07 .7 - By {13 (4.3)
Operating profit/(loss) 28 03) 15 - (03} ©.3) - 0.7 0.7) - 28 (1.3) 1.5
Net finance costs (07 - 02) - - - - - - - (0.2 - 02
Profit/loss) before tax 26 03) 23 - {03) (0.3) - {07 0.7} - 26 (1.3) 13 o
Tax 03) X ) - - - - 03 0.3 - @©» 03 - 2
e
Profit and total comprehensive 23 {03) 20 - {03) (0.3) - {04 (0.4} - 23 (1.9) 1.3 H
Income for the year §
Note:
I Other ttems are as described in Note 4,
Cash flows from discontinued operations
2021 2020
€m im
Net cash used in operating activities - (33)
Net cash generated from investing activities - 650
Increase in cash and cash equivalents - 617
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Notes to the consofidated financial statements continued
For the year ended 3] March 202 |

6. Operating profit

Operating profit has been arrived at after charging/(credting) the following expenses/{incame):

2021 2020
Contnuing and discontinued operatians £m £em
Deprenation of property. plant and equipment {Note 14 and Naote 26) 344 333
Amortisation of cther intangible assets (Note 13) 175 1.4
Armortisation of contract assets (Note 17) 1.7 15
Impairment of property, plant and equipment (Note 14) 1.9 -
Impairment of nght-of-use assets (Note 26} 74 08
Imparment of other intangible assets Nate 13) 44 -
Loss on disposal of property, plant and equipment - 03
Loss/{gain) on disposal of subsidiaties (MNate 5) 12 (503)
Impairment loss/(gain} recognised on trade receivables (Note 75) 1.8 40
Impairment loss/(gain) recogmised on accrued income (Note 25) 44 {04
A detailed analysis of auditor’s remuneration is provided below:

202) 2000

£'000 £000
Fees payable to the Company’s audtor for the audit of the Company’s annual accounts 240 240
Fees payable to the Company's auditor and fts assooates for the audit of the Company’s
subsidianies pursuant to legslation - current year 1918 1,320
Fees payable to Grart Thornton and its assodiates for the audit of the Company's
subsidiaries pursuant to legslation 866 -
Total audit fees - current year 3,024 1.560
Fees payable to the Company's auditor and its assodiates for the audtt of the Company's 443 160
subsidiartes pursuant to legislation - prior year
Toral audit fees 3467 1,720
Audit-related assurance services to the Group (1H] 71
Tax advisory services ] -
Other assurance services 1,883 5
Non-audit services provided by Grant Thornton [ ¥} -
Total non-audit fees 2,061 76
Total 5,528 1,796
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7. Employees

The average number of people employed, on a full time equivalent (FTE) casis, during the financial year was:

Number of people 2021 2020

Technical Services 8,548 9.266 -

Business Services 34,668 35211 §

Specialist Services 3,041 2,995 °§.
Care & Custody 1,999 1,968 é
Landscapes 795 772 8
Woste 247 255

Interserve! 6,569 -

Corporate centre 9 95

Continuing operations 51,543 47.567

Catering - 1086

Discontinued operations - 1086

Total Group 52,943 48653

Note: g

I Full year average number of FTE pecple employed from the date of acquistion. 3

The total employment costs, including Directors, were: %

2021 2020

Aggregate remuneration comprised: £m £m

Wages and salares' 1,3237 11476

Social security costs 108.1 924

Other pension costs 315 250

Share-based payments {Note 31) 9.5 29

Share-based payments acquisition related costs - 08

Total 14728 12687

Noter

| For the year ended 3. March 2021, wages and salanes nave been reduced by a net amount of £49.7m (2020: £ril), which represents LUK Government grants -ecened under tne Coronavrus ob
Retention Scheme of £53.8m (2020 £nil}, less repayments back to the UK Governiment of £4.1m (2020: £rul) relating to furloughed colleagues employed directly at Mitie's own operations.

Executive and Non-Executive Directors’ aggregate emoluments are shown below:

o
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2021 2020
im £
Short term benefits 1.7 18
Pension and other employmertt benefits 02 03
Share-based payments 23 Il
Total 42 32
8. Finance costs
2021 2020
Continuing operations £m fm
Interest on bank facilties 47 38
Interest on private placement loan notes 6.1 74
Bark fees 3 09
Interest on lease liabilives (Note 26) 33 kA
Unwinding of discounts on provisions {Note 21} 0.4 -
Net interest on defined benefit pension scherme assets and latrities (Note 32) 09 14
Total 182 166
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Notes to the consolidated financial statements continued
For the year ended 31 March 202

9. Tax

021 2020
Contiriung and dscontinued operations £m £m
Current tax 1.2 5.8
Deferred tax (Note 22) 02 37
Tax charge for the year 1.4 35
Continuing operations 10 79
Diiscantinued cperatians 04 1.6
Tax charge for the year 14 95

Corporation tax is calculated at | 9% (2020: 19%) of the estimated taxable profit for the year. A reconcillation of the tax charge to the elements of
profit before tax per the consolidated income statement elements is as follows:

2021 2020

oﬂwm m Totl omeraifaor;i (m)érr:; Total
Contruing and drscontinued operations £m £m im m m im
Profit/(loss) before tax 460 51.9) {59 725 75 1000
Tax at UK rate of 19% (2020; 19%) 8.7 9 ()] 138 52 190
Reconciing tax charges for:
Non-tax deductible charges 09 26 35 a5 03 08
Share-based payments 0.2) 02 - 07 03 1.0
Gain on disposal of businesses - 0.2) 02) - (86) 8.6)
Impact of equity accounted investments (0.5) 02 ©.3) - ~ -
Losses not recognised 02 - 02 ©n - ©.n
Overseas tax rates ©2) - 02 - 06 X3
Impact of change in statutory tax rates - - - 23 - 23
Prir year adjustrments 04 - (04) 04 {05 CH
Tax charge/(credit) for the year 85 an 1.4 122 Q27 95
Effective tax rate for the vear 185% 13.7% (23.7%) 16.8% (28%) 9.5%
Nate:

! Other tems are as descnbed in Note 4.

In addition to the amounts charged to the consolidated Income statement, tax relating to retirernent benefit lability remeasurements amounting to a
£1.0m credit (2020: £1.3m charge) has been taken directly to the statement of comprehensive income together with a £0.1m credit refating to hedged
iterns {2020; £0.7m charge).

It has been proposed that the UK corporation tax rate will increase from 9% ta 25% from | April 2023, As this change was not substantively enacted
at the balance sheet date, it has not been incorporated into the amounts contained in this report. If the change had been substantively enacted at the
balance sheet date, deferred tax assets and liabilities would have increased by £5.2m and £6.7m respectively. The change will increase the effective tax
rate of the Group in future.

10. Dividends

021 2020
Pence per 2021 Pence per pasyisi
shars £m share ém

Amaourts recogrised as distnbutions in the year:

Final dwdend for the prior year - - 167 96
Interm dwidend for the current year - - 133 438
- - 400 144
Proposed final dividend for the vear ended 31 March - - -

Dividends per share recognised as distributions 1n the year ended 31 March 2020 stated above are as declared and paid to shareholders on the shares in
issue when the dividends were paid. Restating these amounts to take account of the bonus element of the 2020 rights issue using the adjustment factor
described in Note 33, would resutt in a final dividend for the year ended 31 March 2019 of | 38p per share and an interm dividend for the year ended
31 March 2020 of 0.69p per share.
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1. Earnings per share
The calculation of the basic and diluted EPS is based on the following data:

2021 2020
From centinuing operations £m fm
Net profit before other items attributable to equity holders of the parent 375 580
Other tems net of tax (47.6) (175)
Net (loss)/profit attributable to equity holders of the parent (ro.ny 405

2021 204
From discontinued operations £m £m
Net profit before ather items attributable to equity holders of the parent - 23
Other tems net of tax 28 477
MNet profit attributable to equity holders of the parent 28 5010

2021 2020
Total Group fm fm
Net profit before other items attributable to equity holders of the parent 75 603
Other tems net of tax {44.8) 302
Net (loss)profit attributable to equity holders of the parent 73 905

2021 2020
Number of shares million millon
Weighted average number of ardinary shares for the purpose of basic EPS 1,082.5 659.6
Effect of dilutive potential ordinary shares® - 172
Weighted average number of ordinary shares for the purpose of diluted EPS® 1,082.5 7168

Notes:
Restated for the bonus elemert of the 2020 nghts issue. See Note 33.

2 The diutve potental ordinary shares relate to instruments that could potentially diute basic earmings per share in the future, such as share share-based payments. At 31 March 202 . 70.2 million
(2020: nif} shares have been excluded from the diuted weighted average number of ordinary shares. The diluted loss or earmings per share uses the weighted average nurmber of shares adjusted
for potentially dilutve ordinary shares, unless it has the effect of decreasing the foss, or ncreasing the earmings, per share from continuing operations. The Group made a loss in tne current year
from cortinung operations, hence the diuted (foss)/profit per share needs to be the same amount as the basic (lossyprofit per share.

3 The weighted average rumber of ordnary shares in ssue dunng the year excludes those accounted for i the own shares reserve (see Note 29)

2021 2020
pence pence
per share per share
From continuing operations:
Basic earnings before other items? 35 83
Basic {loss)/earnings 0.9 58
Diluted earnings before other items? 35 8.1
Diluted (loss)/earnings (0.9) 56
From discontinued operations:
Basic earnings before other tems? - 03
Basic earnings 03 7.1
Diluted earnings before other tems?’ - 03
Diluted earrungs 03 70
Total Group:
Basic earnings before other items? 35 86
Basic {loss)/earnings (0.6) 129
Diluted earnings before other tems 35 84
Drluted (loss)/earmings {0.6) 126
MNotes:

Restated for the bonus element of the 2020 nghts 1ssue, See Note 33
2 Other terns are as descnbed n Note 4.
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Notes to the consolidated financial statements continued
For the year ended 3| March 2021

12, Goodwill

£m
Cost
AL 1 April 2019 3263
Arising on business combinations 08
Disposal of businesses {157)
At 31 March 2020 3114
Arising on business combinations 33
At 31 March 2021 3147
Accumulated impairment losses
ALl April 2019 325
At 31 March 2020 325
At 31 March 2021 s
Net book value
At 3| March 2021 2822

At 31 March 2020 2789

Acquisition of Interserve

The goodwill arising on the Interserve acquisition was £3.3m. See Note 30. The additional CGUs which are now part of the Group comprise; Central
Government & Defence {CG&D), Communities and Business and Industry {B&D).

Goadwill impairment testing

Goodwill acquired in a business combination is allocated, at acquisition. 1o the cash-generating units (CGlUs) that are expected to benefit from

that business combination. The Group tests goodwill at least annually for impairment or maore frequently if there are indicators that goodwill may

be impaired

A summary of the gaodwill balances and the discount rates used to assess the forecast cash flows from each CGU are as follows:

P on- B B

£m £m

Technical Services 12,0% 146.6 146.6

Business Services 12.0% i26.5 1265

Landscapes 12.0% 58 58
CGaD 15.8% [N}
Communtties 15.4% 14

B&l 154X o8 ~

Toral 2822 2789

Key assumptions
The recoverable amounts for each CGU are based on value-in-use which is derived from discounted cash flow calculations. The key assumptions applied
N vaiue-in-use calculations are those regarding forecast operating profits, growth rates and discount rates.

Forecast operating profits

For all CGUs, the Group prepared cash flow prajections derved from the most recent forecasts for the year ending 31 March 2022 and the Group's
medium-term strategic plan to 31 March 2026, adjusted for COVID-)9 impacts. Forecast revenue and direci costs are based on past performance and
expectations of future changes in the market, operating model and cost base.

Growth rates and terminal values
Revenue growth rates applied to the value-in-use calculations of each CGU reflect management's strategy and a terminal value using a long-term growth
assurmption of 2.0% (2020: 1.7%) based on forecast inflation.
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12. Goodwill continued

Discount rates

The pre-tax discount rates used to assess the forecast cash flows from CGUs are derived from the Company's post-tax weighted average cost of
capital, which was 9.1% at 3| March 2021 (2020: 9.2%). These rates are reviewed annually with external advisers and adjusted for the risks specific
to the business being assessed and the market in which the CGU operates. All CGlUs have the same access to the Group's treasury functions and
borrowing lines to fund their operations.

Sensitivity analysis

A sensitivity analysis has been performed and management has concluded that no reascnably foreseeable change in the key assumptions would result in
an impairment of the goodwill of any of the Group's CGUs. Given the uncertainties related to COVID- 19 in terms of the duration and depth of impact,
sensitivity analysis has also been performed and management has concluded that even in the downside scenaric, no imparments would be required,

13. Other Intangible assets

Acquisition related

Customer Total Software and
contracts and scquisition development

relatuonsh{u? Ot?en: rd.:: Expendl‘[Lé;ﬁe To:,
Cost
At | April 2019 1033 0% 1642 802 1944
Additions - - - 2 12
Arising on business combinations 05 - 0s - 05
Disposals - - - [e1ND)] I1.1)
Disposal of businesses (19 - [(R)] - {1.9)
At 31 March 2020 1018 109 1128 703 183.1
Addrtions - - - 150 1S.0
Arising on business combmations 2193 34 m7 - m7
Disposals - - - (14.5) {14.5)
Effect of movernents in exchange rates 0.1} - {Q.1) 0.1 0.2)
At 3} March 2021 32110 143 3154 707 406.1
Amordsation
At | April 2019 86.8 103 97.1 466 1437
Charge for the year 21 Q2 23 9.l 1.4
Dlisposals - - (207) 20.7)
Disposal of businesses 9 - {1.9) - 1.9
At 31 March 2020 870 105 975 350 1325
Charge for the year 76 0.l 77 9.8 175
Impairments - - - 44 4.4
Disposals - - - {14.4) {144)
Effect of movements in exchange rates Q0.1 - {©.1) - {0.1)
At 31 March 2021 94.5 106 105.1 348 139.%
Net book value
At 31 March 2021 2266 37 230.3 359 2662
At 31 March 2020 149 04 153 353 506

Customer contracts and relationships are amortised aver their useful lives based on the period of time over which they are anticipated to generate
benefits, These currently range over an average of thirteen years. Other acquisition related intangibles include acquired software and technology which
are amortised over their useful lives which currently range from three to ten years. Software and development expenditure 1s amortised over its useful
life of between four and ten years, once brought into use.

Following a review of the carrying amount of intangible assets, an impairment of £4.4m has been recorded (2020: £nil), of which £3.4m {2020: £nil) is
included within Other items, See Note 4.
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Notes to the consolidated financial statements continued
For the year ended 3| March 2021

4. Property, plant and equipment

Property, plant and equipment comprise owned and leased assets.

02 2020
£m £m
Owned property. plant and equipment 43 227
Right-of-use assets (Note 26) 9.6 88.1
Total 1179 1108
The table below relates to owned property, plant and equipment,
Land and Plant and Total
buikdings vehicles Zm
£m m
Cost
At | April 2019 163 4.3 80.6
Additions 04 78 82
Disposals {06) (4 (15.3}
Disposal of businesses - {(83) ®3)
At 31 March 2020 16.1 49.1 652
Additions - 76 74
Disposals 5.0 (3.3) .4
Ansing on business combinations 08 43 5.1
Eifect of movements in exchange rates 0.1 02 (0.3)
Az 3] March 2021 1y 575 692
Accumulated depreciation and impairment
At | April 2019 92 443 535§
Charge for the year 15 77 92
Disposals 05 {144) {140
Disposal of businesses - (55) (5.5)
AL 31 March 2020 104 321 425
Charge for the year 12 70 82
Impairments 1.4 05 1.9
Disposals (49 (25) 74
Effect of movemenits in exchange rates on 02 ©.3)
Az 31 March 2021 80 369 449
Net book vakse
At 31 March 2021 37 206 43
At 31 March 2020 57 170 nr

Foligwing a review of the carrying amaount of property, plart and equipment, an impairment of £1.9m has been recorded (2020: £nil), which is included
within Other tems.

174  Mitie Group plc | Annual Report and Accounts 2021



DocuSign Envelope ID: 6D3020F3-2619-4212-8E7E-0480B97A6058

15. Interest in joint ventures and associates

As disclosed in Note 30, on 30 November 2020 the Group acquired Interserve, which included interests in joint ventures and associates, From
completion of the acquisition, Landmarc Support Services Limited {Landmarc UK) and Sussex Estates and Facilities LLP (Sussex) were equrty accounted
entities that were material to the Group. All eguity accounted entities provide facilities management services, Details of all joint ventures and associates
are provided in Note 37,

vy
Interest in joint ventures and associates g
Owratship Nature of 2021 2
x relationship im ~
ps
Landrmare UK 31 Joint venture 29 §
Sussex 35 Associate (1 A
Other Joint ventures 0.6
At 31 March 1.0
Group share of
joint ventures
Landmare UK Sussex! Other'  and associates
fm m m fm
Arising on business combinations 29 03 05 10.7
Share of profit before Other items 16 02 0l 1.9 )
o
Share of profit — Qther items? (1.2) - (1.2) §
Share of other comprehensive income 04 - 0.4 §
n
Dividends (0.8 - ©.8) L
At 31 March 2021 99 05 06 11.0
MNote:

| Net assets/results of the entity multiplied by the respective proportion of the Group's ownership.

2 Share of profit - Other items refates to the amortisation of customer contracts and relationships arsing ot business combinations.

Summarised income statement (|1 00%)

021 Landrmarc UK Sussex Other Total

£m £m m £m
Revenue 506 73 28 0.7 &
Share of revenue of joint ventures and associates 25.8 26 4 298 g
Depreciation and amartisation ©3) - ©3) ;_‘
Operating profit 38 07 0l 446 é
Tax ©7) . . ©7) 2
Profit for the period 31 0.7 0.l 39 ”
Other comprehensive income 09 - 09
Total comprehensive Income {100%) 40 07 0l 48
Note:

. Excluding the amortsation of customer contracts and relationships arsing on business combinations. The Group's share 15 £1.2m (2020: £nil) incduded within Other tems. See Note 4.

Summarised balance sheet (100%)

2021 Landmare UK Sussex Other Total
£m £m fm fm
Non-current assets' 125 - 125
Current assets 290 63 75 428
Current liabllities 22.1) {4.8) {63) (33.2)
Net assets (100%) 194 15 12 2.1
The above includes the folowing:
Cash and cash equivalents (100%) 241 46 03 290
Note:

| Non-current assets mclude customer contracts and refationships recogrised s a result of the acquisition of Interserve, The Group's 51% share of these customer relationstups was £3.7m on 30
Novernber 2020, which reduced to £2.5mm at 31 March 202 | followang an amaortisation charge of £1.2m recorded in Other tems (see Note 4),

The Group is not aware of any material commitments in respect of rts interests in joint ventures and associates. Landmarc Gulf Consuttancy
Management LLC, an immaterial joint venture, has provided a guarantee and indemnity in the ordinary course of business in respect of performance,
issued by a financial institution on its behalf, amounting to £1.5m (AED 7.4m) as at 31 March 202 1. This is not expected to result in any material financial
loss. There are no significant restrictions on the ability to transfer funds to the Group in the form of cash dividends, or to repay loans or advances made
by the Group.
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Notes to the consolidated financial statements continued
For the year ended 31 March 202t

16. Trade and other receivables

Restated'

e T

Trade receivables 3624 2182
Accrued mcome 208.7 1322
Prepayrents 270 300
Other receivables’ 938 365
Total 691.9 478
Included i current assets 6836 4146
Inchuded in non-current assetst 83 33
Total 6919 4179

Netes:

I The Group has changed its accounting policy In relation to the recognition of BACS payments (see Note 1), As a resutt, the comparatives as at 31 March 2020 have been restated with
a reclassification betweeh trade and other receivables, trade and other payables and cash and cash equinalents as set out in Note |, There has been no change in net assets.

2 At 31 March 202| other recenvables nduded the £57.6m (2020: £nil) provisional value for the adjustinent to consideration wiuch represents management’s best estimate of the amaeunt expected
to be recovered by the Group through the completion accounts rmechanisrm on the Interserve acquistion. The outcome of the completion accounts process s inherently uncertain, ghver that this is
subject to a commercal negotiation, and potentially expert determingbion, and the final amaurt agreed could therefore be materialty different from the estimate. See Note 30.

Trade receivables at 31 March 202( represent 30 days credit on sales {2020 restated: 30 days).

The Group makes use of a non-recourse customer invoice discounting faality under which certain trade receivable balances are sold to the Group's
rejationship banks. As these trade receivables are sold without recourse, the Group has derecognised them. and so they are not included within trade
receivables. The Group has reduced the amount of invoice discounting from £70.7m as at 31 March 2020 to £51 7m as at 31 March 2021

Management considers that the carrying amount of trade and other receivables approximates their fair value.

Infermation about the Group's expasure o credit risk and its loss allowance against the balance of trade receivables and accrued income, is provided in

Note 25.
17. Contract assets
Contract
Pre-contract fulfilment
costs costs Totad
£m £m £m

At | April 2019 22 ER] 6.1
Additions 0.2 03 0.5
Disposal of businesses 0.1 0.2 {0.3)
Amortisation (08) ©.7) (1.5)
At 3| March 2020 1.5 33 48
Additions 07 0.l 08
Armortisation (0.8) 09 (.7
At 31 March 2021 1.4 25 a9
Included in current assets 08 07 15
Included in non-current assets 06 1.8 24
Total 14 25 39

Contract assets are amortised on a straight-line basis over the contract life which 1s consistent with the transfer of services to the customer to which the
asset relates, Management has determined that no impairmenit of contract assets 1s required as at 3 | March 2021 (2020: £nil).

{8. Inventories
2021 2000
£m £m
Consumables 127 418
Toul 127 48
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19. Trade and other payables

Restated'
2020 2020
fm £m
Trade payables 1302 1806 w
(=}
Other taxes and social secunty 122.6 1130 %
Other payables 327 170 =
-
Accruals 4165 2031 -tg"
Total 7020 5037 A
Included in current habilities 701.5 5134
included in non-current liabilities 05 03
Tonal 7020 5137
Note:
I The Group has changed its accounting policy in relation to the recognition of BACS payments (see Note |). As a result, the comparatives as at 31 March 2020 have been restated with
a reclassification between trade and other recenables, trade and other payables and cash and cash equealents as set out in Note |. There has been no change in net assets,
Trade creditors at 31 March 2021 represent 26 days credit on trade purchases (2020 restated: 59 days), o
<
in the year ended 3| March 2021, the Group discontinued its supply chain finance arrangements. At 31 March 2020 included within the trade creditors 3
balance was £16.0m relating to payments due to UK suppliers which made use of bank provided supply chain finance arrangements. B
A
o

Management considers that the carrying amount of trade and other payables approximates their fair value.

20. Deferred income from contracts with customers

The significant changes in deferred income are as follows:

W20 2020
&m &m
At | Apri 515 733
Revenue recognised that was included in the deferred income balance at the beginning of the year (45.2) (35.7)
Increase due to cash received, excluding amounts recognised as revenue during the year 489 339 -
Avising on business combinations 594 - B
tal
At 31 March 114.6 51.5 g
w
2
8
i1 2020 2
£m £m f_':,,'
Included within current habilities B4.5 359
Included within non-current liabilities 0.1 156
Total 114.6 515

For any amounts which do not relate to specific comtractual performance obligations, the income is deferred to the balance sheet and amortised over
the pericd in which the contracted services are delivered to the customer.
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Notes to the consolidated financial statements continued
For the year ended 3| March 202

21. Provisions

Legal Acqu.;‘sgznsa.lar;? Insurance Cgpnéziaffct
costs busnesses  Restructuring reserve costs Persion  Dilapidations Toul
m £m £m m £m £m £, £m
At | April 2019 03 53 - 150 2.7 200 52 585
Amounts recognised in the Income statement - 05) - 15 0.4 - 02) 04
Urninding of discounts - - - - - - 01 0.1
Ultilised in the year {03) 0.8) - 27 (1.6) - {04 (5.8)
At 3| March 2020 - 10 - 138 10.7 200 47 532
Arising on business combinations 25 - 85 502 38 17 86.7
Charged to the income statement - - 26 10e - - - 126
Released to the iIncome statement - 2n - 4 - - [EX:)]
Unwinding of discounts - - - - - - 0. 0.1
Utised in the year - (19) 04 (44) {5.1) - (0.6) (124
At 31 March 2021 25 - 22 279 541 238 59 1164
Included in eurrant lizbites 25 - 06 7. 13.6 238 07 483
Included in non-current liabilities - - I6 208 405 - 52 68.1
Total 5 - 22 279 54.1 238 59 1164

The provisions balance includes the following items:

The legal costs provisions relate to external legal costs in refation to parental company guarantees required. The amount is expected to be fully utilsed
in the year ending 31 March 2022.

The acquisition and disposal of businesses provisions were in respect of indemnities provided following the disposal of the Healthcare and Sodial
Housing businesses, In the year ended 31 March 2021 the Group utilised £1.9m in respect of the Social Housing indemnity provision and released
£2.1m to the income statement with respect to the Healthcare indemnity prowvision.

The restructuting provision related to costs of organisational change associated with the Group's property transformation programme and is expected
o be fully utilised over the next four years.

The insurance reserve provides for fleet and liabilty claims and a claim typically settles over three to five years. This includes a provision for claims that
are expected but have not yet been reported.

Included within contract specific costs provision of £54.1m at 31 March 2021 are onerous contract provisions of £12.2m (2020: £nil} and contract
specific provisions of £41.9m (2020: £10.7m).

Onerous contract provisions are made where the forecast costs of completing a contract exceed the forecast income generation over the life of the
project. As part of the identification and measurement of assets and liabilities for the acquisition of Interserve. the Group recognised onerous contract
provisions of £13.0m, The main contracts to which these provisions relate to are in relation to certain long-term PF| contracts. It is expected that the
majority of these provisions will be utilised over a number of years, Given the long term nature of these contracts, any changes to key assumptions made
when estimating their future losses might have an impact on the Group's results. See Naote 2 for discussion on key assumptions made to measure the
provision. The Group utilised £0.8m in the year with respect to onerous contract provisions.

Contract specific provisions have been made primarity to cover remedial and rectification costs required to meet clients’ contractual terms. The Group
recognised £37.2m of contract specific provisions as a result of the Interserve acquisition. £14.6m of this balance related to a significant liability risk on a
certain contract, which 1s subject to a dispute, £6.6m related to a commercial dispute settlement for a contract, and the remaining £16.0m relates to
other potential commeraal claims and rectification work for other contracts. The Group utilised £1.1m of these prowvisions and charged £0.3m 1o the
income statement during the year with the remaining provision expected to be utilised between one to seven years.

The contract specific provisions also mclude £54m at 31 March 2021 for the estimated cests of rectification works associated with certain property
mantenance contracts of the discontinued Social Housing business, after the release of £2.0m to the income statement recorded in Other items as part
of the acquisition and disposal related costs (see Note 4} and utilisation of £3.2m during the year. This provision has been recorded as a current
provision, however, timing of outflows is dependent on when claims are received by the Group and may occur over a longer period than one year.

The pension provision balance at 31 March 2021 primarily relates to the Section 75 employer debt liabilities of Robert Prettie & Co Limited and Mitie
FM Limited (formerly Interserve (Facities Management) Limited as a result of therr participation in the Plumbing Scheme of £21.7m. The provision has
been recorded as a current provision, however timing of outflows is dependent on agreement with the trustee of the Plumbing Scheme and may occur
aver a longer period than one year. See Note 32,

The prowision for dilapidations relates to the legal obligation for leased properties to be returned to the landlord in the contracted condition at the end
of the lease periad. This cost would include repairs of any damage and wear and tear and is expected to be utflised in the next five years.
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22, Deferred tax
The following are the major deferred tax assets and liabilities recognised by the Group and movements thereon:
Accelerated Retrement Shart-term
capital benefit Intangible: Share timing
| osses allowances liabilities  assets acquired options differences Tot!
£m fm £m £m £m fm £m v
At | Aprit 2019 173 50 142 (29) 08 1.4 358 E’
Arising on business combinations - @.n - - - - @.1) :‘
)
Disposal of businesses - on - - - ©.3) 3
Q
{Chargecredt toincorne (56) Il 02 - 03 a7 an -
Charge to equity and other comprehensive income - - (1.3) - 7 - (2.0
At 31 March 2020 1.7 5.7 127 (29} 04 21 2.7
Arising on business combinations 183 109 06 {41.5) - 09 (10.8)
{Charge)/credn to incorme 02 09) (2.1) 1.5 1.7 {02) 0.2)
Credtt to equity and other comprehensive income - 10 - - 0.l LI
At 31 March 2021 298 157 122 (42.9) 2.4 25 198
Certain deferred tax assets and liabilities have been offset. The following is the analysis of the deferred tax balances (after offset) for financial g
reporting purposes: o
3
] 2020 3
£m m o
Deferred tax assets' 20 326
Deferred tax liabilities' (122) (29)
Net deferred tax asset 198 297

Note:

I. Deferred tax labites related to the value attributed to the acquired ntangble assets of £41.5m (2020: £ril) have been partially offset by defered tax assets in relation to unutilised income tax
losses, accelerated capital allowances, retirement benefit labilties and other short-term tirming differences |

The Group has unutilised income tax losses of £243.8m (2020: £68.4m) that are avallable for offset against future profits. A deferred tax asset has been

recognised in respect of £156.3m (2020: £61.5m) of these losses to the extent that it is probable that taxable profits will be generated in the future and =
be available for utifisation. Deferred tax has been calculated using tax rates that were substantively enacted at the balance sheet date. As mentioned in §
Nete 9 the proposed increase in the LK corporation tax rate from 19% to 25% with effect from | April 2023 had not been substantively enacted at =3
the balance sheet date and therefore has not been incorporated into the amounts contained in this report. If the change had been substantively enacted Y
at the balance sheet date, deferred tax assets and liabilities would have increased by £52m and £6.7m respectively. §
3
23. Cash and cash equivalents o
Restated' @

2021 2020

£m fm

Cash and cash equivalents 196.2 1395

Note:

I. The Group has changed its accounting policy n relation to the recognition of BACS payments (see Note 1]. As a resutt, the comparatves as at 31 March 2020 have been restated with
a reclassification between trade and ather recenables, trade and other payables and cash and cash equivalents as set out in Note |, There has been no change in net assets.

Cash and cash equivalents comprise cash held by the Group and short-term bank deposits with an original maturity of three months or less. The Group
operates cash-pooling arrangements with certain banks for cash management purposes.

As at 31 March 2021, included within cash and cash equivalents is £18.7m {2020: £nil) which is subject to various constraints on the Group's ability to
utilise these balances. These constraints primarily refate to amounts held in project bank accounts and cash held through a joint operation,

The carrying amount of the assets approximates their fair value.
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Notes to the consolidated financial statements continued
For the year ended 3| March 20214

24. Financing [fabilities

001 2020

£m m

Banik loans — under committed facilites 66 490
Private placement notes' 165.4 1779
Lease liabilties (Note 26} 1068 338
Total 2788 3207
Included in current fiabilities 287 4.3
Included in non-current liabilities' 250.1 2964
Total 2788 3207

Note:
i Inchuding £0.1m (2020: £nil) of foreign exchange forward contracts ncluded n non-current finanang liabiltes,

During the year ended 31 March 2021, the Group resized the bank faciiity from £275.0m to £253.0m and extended its maturity date from July 2021
to December 2022, The bank facility and the private placement notes are unsecured. but have financial and non-financial covenants and obligations
commonly associated with these arrangements. The Group was in compliance with these covenants as at 31 March 2021 and hence all amounts are
classified in line with repayment dates.

The Group adopted IFRS 16 ‘Leases’ with effect from | April 2019. The Group's debt covenants are calculated on a Frozen GAAP basis and therefore
exclude the impact of IFRS 16, If IFRS |6 had not been adopted, operating profit, depreciation, impairment, finance costs and lease liabilities wauld have
been lower by £2.3m (2020: £1.2m). £259m (2020: £23.6m), £7.4m (2020: £0.Bm), £3.3m (2020: £3.1m} and £106.4m {2020: £93 Om} respectively.

At 31 March 2021, the Group had available £241.4m (2020: £225.5m) of undrawn committed borrowing facilities in respect of which all conditions
precedent had been met.

Details of the Group's contingent liabilities are prowided in Note 34.

The weighted average interest rates paid during the year were as faliows:

221 220

% %

Bark loans 13 1.4
Prvate placement notes 4.0 41

Private ptacement notes

The Group issued US$E153.0m and £55.0m of PP notes on |3 December 2012. The PP notes are unsecured and rank pari passu with other senior
unsecured indebtedness of the Group. In order to manage the risk of foreign currency fluctuations and to manage the Group’s finance costs through
a mix of fixed and variable rate debt, the Group has entered into cross-currency interest rate swaps. The swap contracts have the same duration and
other critical terms as the borrowings and are considered to be hughly effective. The amount, maturity and interest terms of these PP notes as at

31 March 2021 are shown below.

Tranche Maturity date Amount Interest terms Swap rierest
10 year 16 December 2022 USE76.0m LSS fixed at 3.85% £ fixed at 405%
|0 year 16 Decemper 2022 US$770m USS fixed at 3.85% £ fixed at 4.02%
10 year 16 December 2022 £250m £ fixed at 3.87% nfa
12 year 16 December 2024 £300m £ fixed at 400% nfa
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25. Financial instruments

Classification

The Group's principal financial assets are cash and cash equivalents, trade recervables from customers, accrued income, contingent consideration
recevable and derivative financial instruments, The derivative financial instruments are designated as cash flow hedges and are measured at fair value.
Coritingent consideration receivable is designated as ‘fair value through profit and loss' (FVTPL). All ather financial assets are held and measured at

amoartised cost. £
The Group's principal financial liabilities are trade payables, contingent consideration payable and financing liabilities. Except for contingent consideration E
payable, which is designated as FYTPL, all cther financial liabilities are held and measured at amortised cost. f_T:
1]
Detalls of the significant accounting policies and methods adopted (including the criteria for recognition, the basis of measurement and the bases for B
recognition of income and expense) for each class of financial asset, financial liab/ity and equity instrument are disclosed in Nate | A
Fair value measurements are classified into three levels, depending on the degree to which the fair value is cbservable:
+ Level | fair value measurements are those derived from quoted prices in active markets for identical assets or liabilities;
» level 2 fair value measurements are those derived from other observable inputs for the asset or liability;
+ Level 3 fair value measurements are those derived from valuation techniques using inputs that are not based on observable market data.
The following table comprises the Group's financial assets and financial fiabilities:
Restated'
2021 2020
£m fm
Held at amortised cost o
Cash and cash equivalents 196.2 1395 g
Trade receivables 524 2192 E
Accrued income 208.7 1322 ®
Financing liabilities (2r88) (3207
Trade payables (130.2) {180.6)
Held at fair value through profic and loss
Other receivables® 576 33
Other payables - 05)
Hedging instruments at fair value through other comprehensive incoms
Derivative financial instruments hedging private placerent notes 145 282
Notes:

| The Group has changed its accounting policy n relation to the recognition of BACS payrents (see Note 1). As a result, the comparatives as at 3| March 2020 have been restated with
a reclassification between trade and other recenables, trade and other payables and cash and cash equialents as set out in Nate | There bas been no change in ret assets.

2 Otherreceivables as at 31 March 202} relates to the prowsiona value for the adjustment to consderation on the Interserve acquistion This represents managernent's best estimate of the amaount
expected to be recovered by the Group through the completion accounts mechanism. The cutcome of the completion accounts process IS inherently uncertain, gven that this s subject to a
commercil negotration, and patentially expert determination. and the final amourt agreed could therefore be materally different from the estimate See Note 30. Managernent considers this
receivable to fall nto Level 3.

o
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The fair values of derivative financial instruments are calculated based on a discounted cash flow analysis using appropriate market information for the
duration of the instruments, All contracts are gross settled, Management considers that the Group's derivative financial instruments fall into Level 2.
There were no transfers between levels during the year.

Risk management objectives

The Group's treasury department monitors and manages the financial risks relating to the operations of the Group. These risks include those arising
from interest rates, foreign currencies, liquidity, credit and capital management. The Group seeks to minimise the effects of these risks by using effective
control measures and, where appropriate, derivative financial instruments to hedge certain risk exposures. The use of financial derivatives is governed by
Group policies and reviewed regularly. Group policy is to not trade in financial instruments. The risk management policies remain unchanged from the
previous year.

Interest rate risk
The Group's activities expose it to the financial risks of interest rates. The Group’s treasury function reviews its risk management strategy on a regular
basis and will, as appropriate, enter into derivative financial instruments in order to manage interest rate risk.

Interest rate sensitivity
The interest rate sensitivity has been determined based on the exposure to interest rates for both derivative and non-derivative instruments at the
balance sheet date. All financial liabilities, other than financing liabilities, are interest free.

If underlying interest rates had been 0.5% higher and all other variables were held censtant, the Group’s profit after tax for the year ended 31 March
2021 and reserves would increase by £0.2m (2020: £0.8mj.
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MNotes to the consolidated financial statements continued
For the year ended 3| March 202 |

25. Financial instruments continued
Foreign currency risk

The Group has limited exposure to transactional foregn currency risk from trading transactions in currencies other than the functional currency of
individual group entities and some exposure to translational foreign currency risk from the translation of its foreign operations. The Group considers |
the need to hedge its exposures as appropriate and will enter into forward foreign exchange contracts to mitigate any significant risks, '

In addition, the Group has fully hedged the 1S dollar expasure on the principal and interest payments on private placement notes into sterling using
cross-currency interest rate swaps {see Hedging activities below).

At 31 March 2021 £24.5m (2020: £5.5m) of cash and cash equivalents were held in foreign currencies. Included in bank loans were £8.6m
(2020: £9.5m) of loans dencminated in foreign currency.

Liquidity risk

The Group monitors its liquidity risk using a cash flow projection model which considers the maturity of the Group's assets and liabilities and the
projected cash flows from operations. Bank loans under committed facilrties, which aliow for appropriate headroom in the Group’s daily cash
movements, are then arranged, Details of the Group's bank facility can be found in Note 24,

The tables below summarise the maturity profile {including both undiscounted interest and principal cash flows) of the Group's financial liabilities:

‘Within In the second to Afoer
one yoar fifch years five yoers Total
Finenclal fiabllities at 3| March 2021 £m £m im £m
Trade payables 1302 - - 1302 .
Financing liabiities 94 2382 26 3102 '
Financial liabilities 179.6 2382 Xé 440.4
Within - In the secondte After
one year fifth years five years Total
Financial labiities at 31 March 2020 — Restated' m fm fm im
Trade payables 180.6 - - 180.6 .
Other payables 02 03 - 05
Financing liabilities 830 2446 239 3515
Financral liabifities’ 2638 2449 39 5326

Notas:

I The Group has changed its accounting policy n relation to the recogniion of BACS payments (see Note 1) As a result, the comparatives as at 3| March 2020 have been restated with
a reclassification between trade and other recervables, trade and other payables and cash and cash equivalents as set out n Note | There has been no change in net assets.

2 Fnandal labilties maturity profile s exclusve of the £14 5m (2020: £28.2m) dervative net assets which would naturally offset the settlement value of the maturing private placernent notes
In financing labalties,

Credit risk
The Group's credt risk is monitored on an ongoing basis and formally reported quarterly. The value of business placed with financial institutions is
reviewed on a daily basis.

The Group's credit risk on liquid funds and derivative financial instruments is limited because the external counterparties are banks with high credit
ratings assigned by international credit rating agencies and are managed through regular review,

The maximum exposure to credit risk In relation to derivatives at the balance sheet date 1s £44.5m (2020: £28.2m), being predominantly the fair value
of interest rate swaps. The maximum exposure to credr risk on cash and cash equivalents at the balance sheet date is £196.2m (2020 restated: £139.5m).

The Group's credt risk is primarily attributable to its receivable balances from customers. Before accepting a new customer, the Group uses external
credit scoring systems to assess the potential customer's credit quality and define an appropriate credit limit which 1s reviewed regularly.

The maximum exposure to credit risk in refation to trade recefvables and accrued income at the balance sheet date is the fair value of trade receivables
and accrued income. The Group's customer base is large and unrelated and, accordingly, the Group does not have a significant concentration of credit
risk with any one counterparty or group of counterparties.

The amounts presented in the balance sheet in relation to the Group's trade receivables and accrued income balances are presented net of loss allowances.
The Group performs an impairment analysis at each reporting period and measures foss aflowances at an amount equaf to fifetime expected credit
losses (ECLs) using both quantitative and qualtative information and analysis based on the Group's historical experience, and forward-looking information.
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25. Financial instruments continued
I he following tables provide information about the Group's exposure 1o credit risk and ECLs against customer balances:

= TR

Trada receivables st 31 March 2021 £m £m £m
Current (not overdue) 3282 0.8} 3274 E‘
{-30 days overdue 108 .1} 10.7 °§.
31-60 days overdue 17.9 (.1} i78 _C;I;
61-90 days overdue 16 ©.1) 45 3

More than 90 days overdue 66 (4.6} 20

Total 388.) 5.7 3624

Gross carrying Loss Net carrying

amount allowance amount

Trade recenables at 31 March 2020 — Restated' £m £m £m

Current (not overdue) 183.3 (1.8) 1815

1-30 days overdue 290 (0.5) 285
31-60 days overdue 49 0.2 47 g)
61-90 days averdue 13 - 13 3
More than 90 days overdue 46 (1.4 32 E
Total 223 (39 2192 8

Note:

| The Group has changed its accounting policy n relation to the recognition of BACS payments (see Mote 1) As a result, the comparatives as at 3| March 2020 have been restated with
a reclassification between trade and other recenables, tradle and other payables and cash and cash equivalents as set out In Note |, There has been no change in net assets,

Gross carying Loss Nat currying
amount allowance amount
Actrued ncome at 31 March 2021 £m fm m
1-30 days aged 180.0 @4) 1776
31-60 days aged 135 (0.3) 132 =
B
61-90 days aged 58 (0.4) [ ] a
=2
More than 90 days aged 19.0 (6.5) 125 ]
&=
Total 2183 (9.6) 208.7 §
3
t
Gross caryng Loss Net carrying
armaunt allowance armount
Accrued ncome at 31 March 2020 £m £m £m
1-30 days aged 980 (30 950
31-60 days aged 145 Q.13 114
61-90 days aged 82 .1} 8.l
More than 90 days aged 19.7 (20) 177
Total 1374 (52) 1322
The following table provides the movement in the allowance for impairment in respect of trade receivables and accrued income:
2021 2020
£€m £m
Trade Accrued Trade Accrued
recaivables income recevables incorme
At | April 39 5.2 8.0 56
Innpairment losses/(gains} recogrised 1.8 44 40 0.4
Disposal of businesses - - 0.1 -
At 31 March 57 9.6 39 52
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Notes to the consolidated financial statements continued
For the year ended 31 March 202 |

25. Financial instruments continued
Capital management risk

The Group manages its capital 1o ensure that entities in the Group will be able to continue as a going concern while maximising the return to
stakeholders through the optimisation of debt and equity. The capital structure of the Group consists of net debt per Note 27 and equity per the
consolidated statement of changes in equity. The Group is not subject to externally imposed regulatery capital requirements.

Hedging activities
Derivative financial instruments — cash flow hedges
The Group holds a number of cross-currency interest rate swaps designated as cash flow hedges on US$153.0m of private placement netes. Biannual

fixed interest cash flows denominated in US dollars arising over the periods to December 2022 from the US Private Placement market are
exchanged for fixed interest cash flows denominated in sterling.

During the year, the Group entered into a series of forward foreign exchange contracts to hedge future US dollar cash flows arising from
amendment fees on US$153.0m of private placement notes. The fixed biannual US dollar cash flows, scheduled to the period June 2022, are matched
with the forward foreign exchange contract cash flows, designated as cash flow hedges.

A fair value loss of £13.7m (2020: £1 1.8Bm gain) was recognised in other comprehensive income during the year. All cash flow hedges were assessed
as being highly effective as at 31 March 2021 and no amounts {2020. £nil) relating to hedge ineffectiveness were recognised in profit or loss during
the year. In addition, £nil (2020 £0.1m) was reclassified from the hedging reserve 1o the income statement during the year.

The carrying value of derwative financial instruments at the balance sheet date was as follows:

Hedging
instrument Hedged item
Cross-curency  Forward foreign'
Interest rate wxchange LSS private
sWaps contracts Total  placement notes Total
ém £m £m £m £m
At 1 Apri 2020 282 - 282 (1229 (1229
Moverments in cash flow hedges (13.6) {©.1) (13.7) 126 126
At 3| March 2021 146 (.1 145 {110.3) (110.3)
Hedgng Hedged tem
nstrument
Cross-currency Forward foreign!
interest rate exchange US$ private
swaps contracts Totat placernent notes Total
£rn £m £m
At | April 2019 164 - 164 {1169) {11659)
Maovements in cash flow hedges 1.8 - 118 {6.0) {60}
At 3| March 2020 282 - 282 (1229) (122.9)

Note:
| Forward foregn exchange contracts are ncluded n non-current financing labiities on the balance sheet.

Hedge of net investment in foreign operations

Included in bank lcans at 31 March 2021 was a borrowing of €9.5m (2020: €3.5m) which has been designated as a hedge of the net nvestment in the
Republic of Ireland business of Mitie Technical Facilities Management Limited, and is being used to hedge the Group's exposure to foreign exchange risk
on this investment, Gains or losses on the translation of the borrowing are transferred to other comprehensive income to offset gains or losses an the
translation of the net investment.
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26. Leases
W -
Right-ol-use sssets £m £m £m
At | April 2019 480 395 875
Additions 33 236 269 §
Impairment (08} - (0.8) og_
Modfications to lease terms (06 {08) (1.4) _§
Depreciation (6.6} (17.5) (4.1) %
At 31 March 2020 43 448 88.1
Additions 04 237 24.1
Arising on business combinations 66 62 13.5
Imnpairment 74 - 74
Modifications to lease terms - 15 1.5
Deprecation (5.7 (205) (26.2)
At 3| March iOZI - - - 372 564 - 936
g
2021 2020 s
Leasa Habllies £m m g
AL Apri 938 889 3
Additions 254 275
Arising on business combinations 142 -
Modifications to lease terms 1.5 (4
Interest expense related to lease liabilities 33 31
Repayment of lease liabiltties {including interest) {31.4) (243}
At 31 March 1068 938
2021 2020 =3
Maturity snalysis — contractual undiscounted cash flows £m £m §
Less than one year 319 266 ::—‘
One to five years 633 53.1 %
Mare than five years 226 239 g
Total undiscounted lease liabllities 1178 103.6 “
Leass Kabllities in the consolidated balance sheet 106.8 938
Current 287 243
Non-current 78.1 £9.5
2021 2030
Amounts recognisad in tha consofidated income statement £m £m
Deprecation of right-of-use assets (26.2) (24.
Short-term lease expense [{E)] 29
Low-value lease expense ©.n @n
Operating profic Impact @82) o71)
Interest on lease liabilities (3.3) (3.1
Frofit before toation Impact @15 (302)
2021 2020
Amounts recognisad in the consolidatad statement of cazh flows £m &m
Total cash outflow for capitalised leases' 4 243

Note:!
| Includes capita! element of lease rental payments of £28 Im (2020: €2 2m) and nterest payments of £33m (2020 £3.1m).
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Notes to the consolidated financial statements continued
For the year ended 3| March 202 |

27. Analysis of net debt

Restated'

01 2020

£m fm

Cash and cash equivalents {Note 23) 1962 1395

Adjusted for: restricted cash (18.7) -

Barik loans (Note 24) (6.6) (49.0)

Private placerent notes’ (Note 24) (165.4) (1779}

Derivative financial Instruments hedging private placement notes {(Note 25} 14.6 82

Net cash/(debt) before lease obligations 20.1 {(59.2)

Lease habilties (Note 26} (106.8) (938)

Net debt (86.7) (1530)
Notes:

| The Group has changed its accounting policy n relation to the recognition of BACS payments (see Note |). As a result, the comparatives as at 3| March 2020 have been restated with
a reclassification between trade and other recenables, trade and other payables and cash and cash equvalents as set out nNote |, There has been no change in net assets.

2 Including £0.im (2020: £nil) of forward foresgn exchange contracts

Net debt excludes amounts in respect of customer invoice discounting referred to in Nate |6 and amounts in respect of supply chain financing referred
to in Note 15. In the year ended 31 March 2021, the Group discontinued its supply chain finance arrangements.

28. Share capital and share premium

Ordinary shares Share capltal Share premium

2021 2020
Number Nurmber 2024 2020 2021 2020
million million £m fm £m m
At | April mz 3737 9.3 93 130.6 1306
Rights 1ssue (see Note 33) 805.1 - 20.1 - - -
Interserve acquisition (see Note 30} 2484 - 62 - - -
Atz 3| March 14272 3737 356 93 130.6 1306

Each allotted and fully paid ordinary share of 2.5 pence is a voting share in the capital of the Company, is entitled to participate in the profits of the
Company and on a winding-up is entitled to participate in the assets of the Company. The Company has one class of ordinary shares. which carry no

right ta fixed income.
The share premium account represents the premium arising on the issue of equity shares.

29. Reserves
Merger reserve

The merger reserve represents amounts relating to premiums arising on shares issued subject to the provisions of Section é12 of the Companies Act
2006. In the year ended 3 | March 202| merger reserve increased by £261.7m, of which £173.3m related to the rights issue (See Note 33) and

£88.4m relatec to the issue of shares 1o acquire Interserve (See Note 30).

Own shares reserve

The Group uses shares held in the Employee Benefit Trust to satisfy conditional awards under the Group's LTIP, CSP and DBP share schemes and
shares held in the SIP Trust to provide matching shares under the SIP scheme. During the year the trusts distributed 3.6m (2020: 0.6m) shares at a cost
of £5.4m (2020: £1.6m) to satisfy awards under those schemes. The Employee Benefit Trust acquired 2.7 million shares through the Rights Issue by

selling nil-paid rights.

The Company uses Treasury shares to satisfy share options under the Group's ESOS and SAYE share schemes. No Treasury shares have been issued to

satisfy options under the Group's share schemes in the year (2020: 3,749).

The own shares reserve at 31 March 2021 represents the cost of | 1.3m (2020: 12.2m) ordinary shares m Mitie Group plc held for the purposes of the
share schemes, with a weighted average of | 1.3m (2020: 12.2m) shares during the year. in the year ended 31 March 2021, the £5.4m (2020: £3.9m)
movement ncludes: i) £1.4m (2020: £0.9m) release to the share-based payment reserve in relation 1o share award exeraises; i) a £4.0m (2020: £0.7m)
transfer to retaned losses which represents a loss on share award exercises; and i) £nil (2020: £2.3m) cost released in relation to maturities reflected
in the share-based payments reserve following the expiration of the required continuing employment period in relation to restricted shares.

Other reserves

Other reserves comprise the share-based payments reserve of £13.6m (2020: £8.6m), the revaluation reserve of £(0.2ym (2020: £{0.2)m). the capital

redemption reserve of £09m (2020: £0.9m) and other reserves of £0.2m (2020: £0.2m).

The share-based payments reserve represents credits in respect of the vesting period of equity-settled share-based payment transactions (see Note 31)
and credits in respect of the vesting period of restricted shares issued as part of the acquisition of non-controliing interests.
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29, Reserves continued

Hedging and translation reserve

The hedging and translation reserve of £{2.3)m (2020: £{0.4}m) includes balances in respect of the Group's cash flow hedges (see Note 25). A net cash
flow hedge loss during the year of £1.1m (2020: £5.7m gain) is included within other comprehensive income. The hedging and translation reserve also
includes balances arising on translation of the Group's foreign operations and in respect of net investment hedges of which the combined movement
was a loss of £0.9m during the year (2020; £0.2m gain), A tax credit of £0.1m (2020: £0.7m charge) has been recognised on these movements through
other comprehensive ncome.

30. Acquisitions

Current period acquisition

On 30 November 2020, the Group announced that it had completed the acquistion of the entire issued share capital of Interservefm {Holdings}
Limited (Interserve). The consideration for the acquisition comprised the issuance of 2484 million ordinary shares, representing ¢ 17.5% of the
share caprtal of Mitie Group plc, and cash consideration of £120.0m determined on the basis that Interserve would be delivered cash-free/debt-free
and with an agreed normalised level of working capital, The actual cash payment made at completion was £105.0m, being the £/ 20.0m cash
consideration adjusted for the estimated debt, debt like items and working capital as at the completion date (which will be validated by a completion
accounts process),

Jaodas 21331808

The total consideration reported of £142.0m includes a provisional value for the adjustment to consideration which relates to the completion
accounts process for this transaction. This provisional value represents management's best estimate of the amount expected to be recerved through
the completion accounts process. The adjustment has reduced the fair value of consideration and therefore goodwill by £57.6m with a carresponding
receivable being recorded.

This has required management to make judgements around the outcome of the completion accounts process. The outcome of the completion accounts
process is inherently uncertan, given that this is subject to a commercial negotiation, and potentially expert determination, and the final amount agreed
could therefore be materially different from the estimate.

Interserve is a leading UK-focused facilities management business, providing services across muttiple end-markets. The acquisition will allow Mitie to
develop in strategic growth areas, enhance Mitie's position as a leading UK facilties management company, and accelerate the delivery of Mitie's long-
term technology-led vision,

BIVBULIAACT)

Interserve contributed £450.0m of revenue (including share of joint ventures and associates) and £13.3m of operating profit before other items (£6.3m
of operating profit after other tems) to the Group's results during the year ended 3| March 202, Based on estimates made of the full year impact of
the acquisition of Interserve, had the acquisition taken place on | April 2020, Group revenue would have increased by approximately £803.6m
{including share of joint ventures and associates) and operating profit before other items would have decreased by approximately £9.0m {operating
profit after other items would have decreased by £38.4m), resufting in total Group revenue {including share of joint ventures and associates) of
£3,392.9m, total Group operating profit before other tems of £54.4m. and total Group operating loss after other items of £30.1m.
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Notes to the consolidated financial statements continued
For the year ended 31 March 202 |

30. Acquisitions continued
The Group's provisional assessment of the fair values of the assets and liabilities recognised as a result of the acquisition has been based on the total fair
value of the consideration. The purchase price allocation is as follows:

Book Farr value PFrovisional

value adjustrnerts falr value

£m im Im

Customer contracts and refationships' - 21593 2193
Other intangible assets’ 36 0.2 34
Property. plant and equipment’ 46 05 5.1
Right-of-use assets’ 169 G4 135
Interest in joint ventures and associates' 70 37 107
Deferred tax assets’ 196 (196) -
Inventories 63 - 63
Trade and other receivables® 2143 - 2149
Cash and cash equivalents 404 - 40.4
Trade and cther payables® (223.6) 1.l (222.5)
Deferred income (594) - 594
Financing liabilrties’ (18.1) 39 {142)
Current tax hiabilties {1.6) - (1.6)
Provisions (66.7) - {66.7)
Pension assets 03 - 03
Deferred tax libilties” - (108) (108)
Net identifiable (liabilities)/assets acquired (558) 1945 1387
Goadwill i3
Total consideration 142.0
Cash consileration 105.0
Shares consideration® .6
Adjustment to consideration’ {57.6)
Total consideration 1420

Notes:

o

~ o

=]

A, customer contracts and relationships asset of £219 3m was ~ecognsed on acquisition of the Interserve business {see Note 13). An additional custorner contracts and relationships balance
of £3.7m was recognised on acqusiion of the Landmare business which 15 reflected in the Group's interest in jont ventures and associates balance (see Note | 5 for further details)

Software assets with a book value amounting to £3.6m were far valued using a replacement cost methoadology, resutung in a £0.2m far value reduction from the book value
The value of freehold property was assessed aganst market sources at the acquistion date, which resulted in a fair value uplift of £0.5m.

An adjustment of £34m has been recognised to bring the balance of nght-of-use assets into alignment with the Group's accounting policies and treating acquired leases as new leases at the
acquistion date, In accordance with IFRS 16 The net difference of £0.5m measured against the £3.9m adjustrnent 1o the lease cbligation ncluded wathin financng liabilties, reflects offsetting
adjustments recorded to recognise lease incentives and restoration assets,

The trade recenvables compnse gross contractual amounts due of £230.0m, of which £15. Im was expected to be uncallectable at the date of acquestion.
An adustment of £1.1m to trade and other payables was recorded being a reclssification balance to move certain lease accruals nto the correct classification,

A provsonal deferred tax bty of £108m has been recognised, comprising of £41.5m deferred tax hability i relation to the custemer— contracts and relationships recognised as mangble assets,
partially offset by deferred tax assets in relation to unutiiised ncome tax kosses, accelerated capital allowances, retirement benefit liabilibes and other short-terrm tirming differences. See Note 22,
Shares consideration comprise 248.4m ordinary shares issued. valued using the dosing share price at 30 Novernber 2020.

Adjustment to consideration represents managernertt’s best estimate of the amount expected te be recovered by the Group threugh the completion accounts mechanism. The outcome of the
completion accounts process 15 infierently uncertan, grven that this is subject 1o a commercial negatiation, and potertialy expert determnation, and the final amount agreed coukd therefore be
materally diferent from the esumate.

Na amount of goodwill is deductible for tax purposes. Goodwill does not qualfy for separate recognition and largely represents the value attributed to
the assembled workforce acquired.

Qutflow of cash to acquire subsidiaries, net of cash acquired is as follows:

31 March

021

£m

Cash consideration 105.0
Less: cash acquired' (40.4)
Net outfllow of cash - investing activites 4.6

Note:

£194m of te cash acquired 1s subject to restnctions.

Costs associated wrth the acguisition of Interserve, which were not directly related to the issue of shares, amaunted to £13.8m and are recognised as
other tems in the consolidated income statement, See Note 4,
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31. Share-based payments
The Group has five equity-settled share schemes. The Group has alsc awarded performance-related bonuses for Executive Directors which are
deferred in conditional shares under the Mitie Group plc 2010 Deferred Bonus Plan (DBP) and are accounted for as a share-based payment charge.

Following the rights issue, announced on 25 June 2020, adjustments were made to the number of existng shares under option and the exercise price, in
accordance with the scheme {(and where required HMRC) rules, in order to ensure that the awards granted to employees were maintained at the same
value post the rights lssue.

Discretionary share plans:

The Mitie Group plc Long Term Incentive Plan (LTIF)

The LTIP was introduced in 2007 and renewed in 2015, The conditional awards of shares or rights to acquire shares (the awards) are offered to a small
number of key senior management. Where offered as options the exercise price s £nil. The vesting period is three years, afthough for awards granted
in 2015 and subsequently some are subject to a holding period of up to a further two years. If the awards remain unexercised after a period of twelve
months from the date of vesting, the awards expire. The awards may be forfeited if the employee leaves the Group. Before the awards can be exercised,
performance conditions must be satisfied which are based on movements in a range of market and nen-market measures over a three-year period.

The Conditional Share Plan (CSP)

The CSP was introduced in 2014, The conditional awards of shares or the rights to acquire shares (the awards} are offered to a small number of key
senior management, Where offered as options the exercise price is £nil. The vesting period is determined at the discretion of the Remuneration
Committee and is generally two or three years. If the awards remain unexercised after a period of ten years from the date of grant the awards expire.
The awards may be forferted if the employee leaves the Group.

The Mitie Group plc Executive Share Option Scheme (ESOS)

The ESOS exercise price is equal to the average market value of the shares on the business day preceding grant or, in case the Remuneration
Committee decides, the average market value of shares over a number of preceding business days {not to exceed 20). The vesting period is three years.
If the opticns remain unexercised after a period of ten years from the date of grant the options expire. Options may be forfeited if the employee leaves
the Group. Before options can be exercised, a performance condition must be satisfied; the performance condition is linked to the percentage growth
in earnings per share over a three-year period. No awards have been made under the ESOS since 29 June 2015.

Non-discretionary share plans:
The Mitie Group plc 2011 SAYE scheme

The SAYE scheme is open to eligible UK-resident employees. The exercise price is not less than 80% of the market value of the shares determined using
either: the share price preceding the date on which invitations to participate in the scheme are issued or an average share price over five days preceding
the invitation date. The vesting period is three years. If the options remain unexercised after a period of six months from the date of vesting, the options
expire, Options may be forfeited if the employee leaves the Group. An equivalent scheme is open to eligible Ireland-resident employees.

The Share Incentive Plan (SIP)

The SIP was introduced in 201 | and is open to eligible UK-resident employees. Under the scheme, eligible emplioyees are invited to invest in partnership
shares which are purchased in the market on their behalf and held in a separate UK trust. One conditional matching share is awarded for every ten
partnership shares purchased and has a holding period of three years. Matching shares are funded by way of market purchases.

1a0das 21831808
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Details of the awards and share options outstanding are as follows:
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2021 2020 2021 2020

Number of Nurmber of Waighted Weighted

conditional condtionat Number of average Mumber of average

share awards share awards share optons  exercise price share options exercise price

{million} {mnilhon {milion) ® {rrdlion) ()]

Qutstanding at | Apnl %92 248 20.1 82 164 98
Granted during the year 454 143 472 27 110 65
Lapsed during the year {5.6) {87) (10.6) 78 (73) 94
Exercised during the year (3.9 {1.2) - - - 71
Outstanding at 31 March 65.3 292 56.7 47 201 82
Exercisatle at the end of the year 4.6 141 pA 109

Note:
| Number of shares and exercise prices have been restated for the bonus element of the 2020 nghts issue.
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Notes to the consolidated financial statements continued
For the year ended 31 March 202 |

31. Share-based payments continued

The Group recognised the following expenses related to share-based payments:

w 2020

£m m

Discreticnary share plans a7 32
Non-discretionary share plans 08 03
Share-based paymertts acquistion related costs - 08
9.5 37

The share-based payment related expense charged to the income statement for the year is £9.5m {2020: £3.7m). This includes £9.5m (2020: £2.9m)
of equity-settled share-based payment transactions relating to discretionary and non-discretionary share plans, There was no charge (2020: £6.8m) in
respect of the vesting pericd of restricted shares issued as part of the acquisition of minerity interests. The share-based payments charge for the year
1s net of income statement credits of £0.1m (2020: £2.3m) relating to changes in assumptions relating to the likelihood of options vesting.

In addition, there has been: i) a release of £1.5m (2020: £3.2m)} in relation to maturities reflected in the own shares reserve, which relates to share
award exercises; and i) a transfer of £3.4m (2020: £1.3m) to retained losses regarding share options that have lapsed, forfeited or cancelled in the year
ended 31 March 2021.

The weighted average share price at the date of exercise for awards and share options exercised during the year was 45p (2020 restated: 75p). The
conditional share awards and share options outstanding at 3| March 202 | had exercise prices (other than nil in the case of the LTIP. CSP, DBP and the
matching shares under the 51P) ranging from 26p — 131p (2020 restated: 44p - 131p) and a weighted average remaining contractual life of 3.4 years
(2020: 3.1 years). In the year ended 3| March 2021, options were granted in respect of the SAYE, LTIP, CSP and matching shares under the SIP. The
aggregate of the estimated fair values of those options granted was £28.3m (2020: £13.9m).

The fair value of options is measured by use of the Black-Scholes model.

The inputs into the Black-Scholes model are as follows:

201 2020
Share price (p) 34 - 151 76— 151
Exercase price {p) 0~ 134 0-134
Expected volatilty (36} 25-30 2527
Expected hfe (years) 3-4 3-4
Risk-free rate (%) 0.7)-06 {Q5)-06
Expected dmdends (%) 00-27 05-27

Note:
I Prices have been restated for the bonus element as a result of the 2020 nghts issue
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32. Retirement benefit schemes
The Group has a number of pension arrangements for employees:

s Defined contribution schemes for the majority of its emplayees; and
+ Defined benefit schemes which include a group scheme and other smaller schemes.

The Group operates a number of defined contribution pension schemes for qualifying employees. The Group has a defined benefit pension scheme
called the Mitie Group plc Pension Scheme (Group scheme) where Mitie Treasury Management Limited is the principal employer. The Group
participates in a number of other defined benefit schemes (Other schemes) in respect of certain employees who joined the Group under the Transfer
of Undertakings (Protection of Employment) Regulations 2006 {TUPE) or through the acquisition of subsidiary companies.

140dad ni8aieng

As a result of the acquisition of Interserve, the number of defined contribution and defined benefit pension schemes operated by the Group has
increased. Defined contribution schemes represent the primary pension provision for interserve employees. The defined benefit schermes acquired
comprise the Interserve Scheme Part C {Interserve scheme) and two smaller schemes; Maclellan Group 2000 Retirement Benefit Scheme and THK
Insulation Limited Retiremerit Benefits Scheme. Due to the size of the smaller schemes, the Directors present the results and position of these schemes
within this note combined with Other schemes. In addition, a fourth pension arrangement, Interserve Scheme Part B {Landmarc), is held within interest
in joint ventures and associates.

The Group, through the acquired interserve subsidiaries, has also increased the number of defined benefit schemes under Admitted Body status and
number of participations in Multi-employer schemes. The Admitted Body schemes are largely sections of the Local Government Pension Scheme,

Defined contribution schemes

A defined contribution scheme is a pension scheme under which the Group pays contributions to an independently administered fund, such
contributions are based upon a fixed percentage of employees’ pay. The Group has no legal or constructive obligations to pay further contributions to
the fund once these contributions have been paid. Members’ benefits are determined by the amount of contributions paid, together with investment
returns earned on the contributions arising from the performance of each individual's chosen investments and the type of pension the member chooses
to take at retirement. As a result, actuarial risk (that pension will be iower than expected} and investment risk (that the assets invested in do not
perform in line with expectations) are borne by the employee.

DUBLLIDACD)

The Group's contributions are recognised as an employee benefit expense when they are due.

The Group operates four separate schermes: a stakeholder defined contribution plan, which is closed to new members; a self-invested personal pensicn
plan. which is closed to new members: and two group personal pension (GPP) plans, Employer contributions are payable to each on a matched basis
requiring employee contributions to be paid. Employees have the option to pay their share via a salary sacrifice arrangement. The scheme used to satisly
auto-enrolment compliance is a master trust, The People's Pension.

During the year, the Group made a total contribution to the defined contribution schemes of £11.9m (2020: £8.4m) and contributions to the auto-
enrolment scheme of £17.8m (2020 £15.3m}, which are included in the income statement charge. The Group expects to make contributions of a
similar amount in the year ending 31 March 2022.

Defined benefit schemes

Group scheme
The Group scheme provides benefits to members in the form of a guaranteed level of pension payable for life. The level of benefits provided depends
on members' length of service and their final pensionable pay.

The Group scheme closed to new mernbers in 2006, with new ermployees able to join one of the defined contribution schemes. The main Group
scheme was closed with effect from October 2017.
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Pensions in payment are generally increased in line with RPl inflation, subject to certain caps and fioors. Benefits are payable on death and other events
such as withdrawal from active service.

The Group scheme is operated under the UK regulatory framework. Benefits are paid to members from the trust-administered fund, where the
Trustee is responsible for ensuring that the scheme is sufficiently funded to meet current and future benefit payments. Plan assets are held in trust and
are governed by pension legislation. if investment experience is worse than expected or the actuarial assessment of the scheme’s liabilities increases, the
Group's financial obligations to the scheme rise.

The nature of the relationship between the Group and the Trustee is also governed by regulations and practice. The Trustee must agree a funding plan
with the sponscring company such that any funding shortfall is expected to be met by additional contributions and investment outperfermance. In order
o assess the level of contributions required, triennial valuations are carried out with the scheme's obiigations measured using prudent assumptions
(which are determined by the Trustee with advice from the scheme actuary}. The most recent triennial valuation was carried out as at 3 | March 2020,
for which the results are at an advanced stage of being finalised.

The Trustee's other duties include managing the investment of the scheme's assets, administration of plan benefits and exercising of discretionary
powers. The Group works closely with the Trustee to manage the scheme,
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Notes to the consolidated financial statements continued
For the year ended 3| March 202 |

32. Retirement benefit schemes continued

Interserve Scheme Part C (Interserve scheme)

The Interserve scheme was formed to take Support Services members transferred out of the Interserve Group Pension Scheme as part of the
acquisition arrangements. The transfer was completed on 28 February 2020 via a Flexible Appaortionment Arrangement, which was approved by
The Pensions Regulator.

There are |82 active members within the Interserve scheme, with no deferred or pensioner members. Contributions are set based upeon funding
valuations carried out every three years. Following the Fiexible Apportionment Arrangement, the first triennial valuation will be carried out at

31 December 2020. If there is a shortfall in scheme assets against the funding target, then the Group and Trustees will agree on deficit contributions
to meet this deficit over a period. The estimated total of employer contributions to be paid during the year ended 31 March 2022 is £0.4m.

The Company has an unconditional right to refund of surplus assuming the gradual settlement of the Interserve scheme liabilitias over time until all
members have left the section. Accordingly, there Is no restriction on the surplus.

Other defined benefit schemes

Grouped together under Other schemes are a number of schemes to which the Group makes contributions under Admitted Body status to clients’
{generally local government or government entities) defined benefit schemes in respect of certain employees who transferred te the Group under
TUPE. The valuations of the Cther schemes are updated by an actuary at each balance sheet date.

For the Admitted Body schemes, which are largely sections of the Local Government Pension Scheme, the Group will only participate for a finite period
up to the end of the relevant contract. The Group is required to pay regular contributions, as decided by the relevant scheme actuaries and detailed in
each scheme's Cantributions Certdicate, which are calculated every three years as part of a triennial valuation, In 4 number of cases contributions
payable by the employer are capped and any excess is recovered from the entity that the employees transferred from. In addition, m certain cases, at
the end of the contract the Group will be required to pay any deficit (as determined by the scherne actuary) that is assessed for its notional section of
the scheme,

Multi-employer schemes

As a result of acquisition activity and staff transfers following contract wins, the Group participates in four mutti-employer pension schemes. The total
contributions ta these schemes for the financial year ending 31 March 2022 are anticipated to be £0.1m. For three of these schemes, the Group's share
of the assets and liabilities is minimal.

The fourth scheme is the Plumbing & Mechanical Services (UK) Industry Pension Scheme {the Plumbing Scherne), a funded mutti-employer defined
benefit scheme. The Plumbing Scheme was founded in 1975 and to date has had over 4000 employers. The Group has received a Section 75 employer
debt notice for £20.0m in respect of the participation of Robert Prettie & Co Limited in the Plumbing Scheme.

As a result of the Interserve acquisition, the Group increased its participation in the Plumbing Scheme and the Group has received a Section 75
employer debt notice for £1.7m in respect of the participation of Mrtie M Limited (formerly Interserve (Facilities Management) Limited)

Provisions of £21 7m were held at 31 March 202 | for Section 75 employer debts in respect of the participation of Robert Prettie & Co. and Mitie FM
Limited in the Plumbing Scheme. See Note 21. ‘

One Group company, Mitie Property Services (UK) Limited, continues to participate in the Plumbing Scheme. The trustee has provided an estimate of
£2.4m for the potential Section 75 debt in respect of the participation of Mitie Property Services (UK} Limited in the Plumbing Scheme, however no
event has occurred to trigger this debt. As set out in Note 34, this potential exposure has been disclosed as a contingent kability.
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32. Retirement benefit schemes continued

Further information in respect of the Group scheme and Other schemes
The table below sets cut the details of the latest funding valuation of the Group scherme as at 31 March 2020,

Following the £23.0m payments made during the period fram November 2017 to 31 March 2020, the Group paid additicnaf contributions of £10.6m

to the Group scheme during the year ended 3 | March 2021. :,u"
-
[
The Group has negotiated, subject to final approval, a deficit recovery plan. A further £82.2m is payable in instalments by 31 March 2027, which, if the o,
assumptions above are borne out in practice, should eliminate the deficit by 31 March 2027 5
The Group made contributions to the Other schemes of £0.3m in the year (2020: £0.3m). The Group expects to make contributions of around £0.4m 3
to the Cther schemes in the year ending 31 March 2022. =)
Details of latest funding valuation
Group scherme
Date of latest funding valuation 31 March 2020
Assets at valuation date £1900m
Funding lizbilties at valuation date £282.1m
Deficit at valuation date £52.1m
The total contribution rate was set at between 40.1% and 45.0% of annual pay for the remaining active members. The employer contribution rate is the O
balance of the total cost after deducting the employee rate, which ranges depending on status and earnings. The total contributicn excludes any 2
allowances for expenses met by the scheme. '3”
I~
3
The following table sets out details of the membership of the Group scheme at 31 March 2020: o
Group scheme
Active members — by number 29
Active members — by proportion of funding liability 14%
Total pensionable salary rofl pa. £08m
Deferred members — by number 823
Deferred members — by propertion of funding hablity 652%
Total deferred pensions pa. (at date of leaving scheme) £53m T
o
Pensicner members — by number 757 a
=
Pensioner members — by proportion of funding liability 334% £
il
Total pensions in payment pa. £3.6m 8
=3
s
2

Accounting assumptions
The assumptions used in calculating the accounting costs and cobligations of the Group's defined benefit pension schemes, as detailed below, are set after
consuftation with independent, professicnally qualified actuaries.

The discount rate used to determine the present value of the obligations is set by reference to market yields on high-quality corporate bonds. The
assumptions for price inflation are set by reference to the difference between yields on longer-term conventional government bonds and index-linked
bonds. The assumption for increases in pensionable pay takes into account expected salary inflation, the cap at CPl, and how often the cap s likely to
be exceeded.

A UK High Court judgment was issued on 2& October 2018 relating to Guaranteed Minimurm Pensions {(GMP}. Afthough the ruiing related to Lloyds
Banking Group pension schemes, it is expected to create a precedent for other UK defined benefit pension schemes, The ruling requires the
equalisation of member benefits earned between 1990 and 1997 to address gender ineguality in instances where GMP benefits are currently unequal.
Whilst there remains some uncertainty, the Group made a provision for the estimated financial impact of this ruling on the Group scheme, based on
a comparison of the cumulative value of members’ benefits with the benefits of a notional member of the opposite gender (method C2 under the
terminology of the High Court Judgment).

On 20 November 2020, a further UK High Court judgement ruled that pension schemes will need to revisit indwvidual transfer payments made since
|7 May 1990 to check if an additional top-up is needed. A past service cost of £0.2m for additional obligations was recognised within Other items in the
year ended 3| March 2021

The assumptions for life expectancy have been set with reference to the actuarial tables used in the latest funding valuations, with a fower ‘best-
estimate’ allowance for future improvements to mortality. The Group is menitoring the impact of COVID-19 on the Group's defined benefit pension
schemes and no impact of COVID- 19 has been factored into the life expectancy assumptions as at 3| March 2021,
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Notes to the consolidated financial statements continued
For the year ended 31 March 2021

32. Retirement benefit schemes continued
Principal accounting assumptions at balance sheet date

interserve

Group scherne scheme Other schemes
021 2020 2021 2021 2020
% % % % %

Key assumptions used for 1AS |9 valuation:
Discount rate 210 235 zl0 210 235
Expected rate of pensionable pay increases 250 250 250 .50 250
Retail price inflation 325 250 325 325 250
Consumer price inflation 250 170 250 250 1.70
Future pension ncreases 325 320 330 325 320
Interserve
Group scheme scheme
2021 2020 2021
Years Years Yonrs

Post retirernent life expectancy:

Current pensioners at 65 — male 87.6 880 863
Currert penstoners at 65 - fernale 88.9 89.0 883
Future pensioners at 65 — male 88.6 89.0 87.3
Future pensioners at 65 — female 90.1 900 89.6

Life expectancy for the other schemes is that used by the relevant scheme actuary.

Sersitivity of defined benefit obligations to key assumptions

The sensitivity of defined benefit obligations to changes in principal actuarial assumptions is shown below.

Impact on defined benafit obligations

Increasef{decrease)} Increasef{decreate}

Change in n obligations in chiigations

assumption % £m

Increase in discount rate 0.1% (2.1%) (6.7)
Increase i retail price nflation” 0.1% 1.6% 50
Increase in consumer price inflation (excluding pay) Q1% 1 .0% 30
Increase in life expectancy | year 4.5% 4.4

* Including other nflation-linked assurnptions (consurmer price inflation, pension ncreases and salary growth)

The sensitivity information shown above has been prepared using the same method as adopted when adjusting the results of the latest funding valuation
to the balance sheet date.

Some of the above changes mn assumptions may have an impact on the value of the scheme's investment holdings. For example, the Group scheme holds
a proportion of its assets in UK corporate bonds. A fall in the discount rate as a result of lower UK corporate bond yields would lead to an increase in
the value of these assets, thus mitigating the increase in the defined benefit obligation to some extent. The duration, or average term to payment for the
benefits due, weighted by liability, is arcund 20 years for the Group scheme and around |8 years for the Interserve scheme,
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32. Retirement benefit schemes continued
Amounts recognised in financial statements
Amounts recognised in the income statement are as follows:

frril 2020
Group Interserve Other Towl Group Other Total g
schama schema schemes £m scherme schermes £m o
£m m £m £m £m &
Current service cost {0.2) (0.3) (0.5) (1.0) {03) 3 ©.8) a
Total administration expense 0.8) - - ©8) ()] - 05 E
o+
Amounts recogrised in operating profit (1.0} {0.3) (0.5) (1.8) (1.0} (0.3) (1.3)
Past service cost {induding curtalments) (0.2) - - (02) - - -
Net interest cost (1.0) 0.1 - 0.9 {14 - (14
Arnounts recognised in profit/(loss) before tax (22) [(+ir)) (0.5) 9 24 0.3) 2.7)
The past service cost {including curtailments) of £0.2m (202C: £nil) was a cost in respect of equalising Guaranteed Minimum Pensions and is recognised
within Other tems. See Note 4.
Amounits recognised in the consolidated statement of comprehensive income are as follows:
2021 2020 g
Group Intorserve Other Towl Group Other Total rgn
scherne scheme schemes £m scheme schemes fm B
£m £m £m £m fm a
Actuarial {losses)/gains arising due to changes (34.9) 06 (.7 (36.0) 174 N 185
In financial assumptions
Actuarial gains/(Josses) arising from liability experience 94 (0.1) 03 9.6 (1.6} 1.5 0.1}
Actuarial gains due to changes in demographic assumptions 40 - 04 4.4 - 02 02
Movement in asset ceiling - - (1.0) (1.0) - 0.1 0.1
Return on scheme assets, excluding interest income 16.1 (n.n 32 176 (ei)) (1.8) (9.5)
Amounits recognised in consolidated staterment of (54 {1.2) 12 (X)) 8. Il 92 =
comprehensve ncome g
jaj
N
The amounts included in the consclidated balance sheet are as follows: g
=
2021 2020 2
Group Interserve Other Group Other §
ch ch ch Total scherme schemes Total w
£m £m £m £m £m £ £m
Fair value of scheme assets 2153 307 353 2813 191.1 1.8 2029
Present value of defined benefit cbligations (256.7) @7.n (39.4) (323.8) (236.4) (132) (249.6)
Net pension fliability)/asset (41.4) 30 .0 {42.5) (45.3) {14 (46.7)

All figures above are shown before deferred tax.
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Notes to the consolidated financial statements continued

For the year ended 3| March 2021

32. Retirement benefit schemes continued

Mavements in the present vaiue of defined benefit obligations in the year were as follows:

021 2020
m m ld?:'l‘: Total sfhemmz scm Total
£m £m £m im m m £m
At | April 2364 - 132 249.6 2519 155 2674
Arising on business combinations - 279 239 518 - -
Current service cost 02 0.3 05 1.0 03 03 06
Interest cost 55 0.l 04 60 60 03 63
Contributions from scheme members - - ol Q. 02 a2
Actuarizq losses/(gains) arising due to changes in financial 349 (0.6) 1.7 360 (174) (n (185)
assumptions
Actuarial (gang)/osses arising from experience (34 0.1 ©3) {9.6) 1.6 {1.5) 0.
Actuarial gains due to changes in demographic assumptions (4.0) - ©4) 44 - 02) ©2)
Movernert in asset celling - - 10 [F) - . @
Benefits paid @.1 .1) ©.7) 79) (60) 0 (6.2)
Past service cost (induding curtalments) 02 - - 02 - -
At 3] March 256.7 277 394 3238 2364 132 2496
The defined benefit obligations of the Group scheme are analysed by participant status as at the 31 March 2020 funding valuation date below:
Actve 36 48.2
Deferred 1674 1229
Pensioners 85.7 653
At 31 March 256.7 2364
Movements in the fair vaiue of scheme assets were as follows:
2021 2020
im £m £m
At L Apnl [LIN - 1na 2009 1905 131 2036
Ansing on busingss combinations - 31e 202 521 - - -
Interest income 45 02 04 5.1 46 03 49
Actuarial gans/{losses) on assets 16. (.n 32 176 77 (1.8) 2.5
Contributions from the sponsoring companies 15 04 0.3 122 104 03 10.7
Contributions from scheme mermbers - - 0.1 0.0 - Gl o
Expenses pad ©.8) - - ©8) ©n - @7
Benefits paid . (.1) ©7 79 6.0} 0.z (6.2)
At 31 March 2153 307 353 813 1914 s 1018
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32. Retirement benefit schemnaes continued
Fair values of the assets held by the schemes were as follows:

2021 2020
Group Interserve Other Group Crther
scheme acheme schemes Towd scheme schernes Total [
£m £m £m £m £m £m £m 3
=1
Equities 8. - 212 893 54.4 60 604 or-’i\‘
Government bonds 54.2 14.5 20 70.7 537 05 54.2 é
Corporate bonds 287 33 74 394 288 35 323 g
Property 167 2.1 22 210 166 i4 180
Diversified growth fund 439 9.9 18 55.6 329 - 329
Cash 37 0.9 0.7 53 47 04 5.1
Total fair value of assets 2153 307 353 281.3 191 .8 2029
The investment portfolios are diversified, investing in a wide range of assets, in order to provide reasenable assurance that no single asset or type of
asset could have a materially adverse impact on the total portfolio. To reduce volatitity, certan assets are held in a matching portfolio, which largely
consists of government and corporate bonds, designed to mirror movements in correspending liabilties,
Around 59% (2020: 55%) of the assets are held in equities, property and pooled investment vehicles which seek a higher expected level of return over 9
the long term. &
3
The property assets represent quoted property investments, g
o
[+

Risks and risk management
The Group scheme, in commeaon with the majorty of UK plans, has a number of risks, These areas of risk and the ways in which the Group has sought
to manage them, are set out in the table below.

The risks are considered from both a funding perspective, which drives the cash commitrments of the Group, and from an accounting perspective,
i.e. the extent to which such risks affect the amounts recorded in the Group's financial statements:

Rusk. Description
Asset The funding liabilities are calculated using a discount rate set with reference to government bond yields, with allowance for addiional return to be generated
volatility from the investrent portfolio. The defined benefit obligation for accounting 1s calculated using a discount rate set with reference to corporate bond yields.

The Group scheme hoids a large proportion of its assets (60%) in equities and other return-seeking assets (principally diversified growth funds (DGFs) and
property). The returns on such assets tend to be volatile and are not correlated to government bonds, This means that the funding level has the potertial to
be volatile in the short term, potentially resutting in short-term cash requirements, or alternative securrty offers, which are acceptable to the Trustee, and an
increase in the net defired benefit liability recorded on the Group's balance sheet. Equities and DGFs are considered to offer the best returns over the long
term with an acceptable level of risk and hence the scheme holds a significant proportion of these types of asset. However, the scheme's assets are well-
diversified by investing in a range of asset dasses, including property, government bonds and corporate bonds. The Group scheme holds 20% of its assets in
DGFs which seek to maintain high levels of return whilst achieving lower volatility than direct equity funds. The allocation to return seeking assets is menitored
O ensure It remains aporopriate gven the scheme’s long-term objectives. The investment in bonds 1s discussed further below.
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Changesin  Falling bond yieids tend to increase the funding and accounting obligations. However, the investment in corporate and government bonds offers a degree of
bond yields  matching, 1e. the movement in assets arising from changes in bond yields partially matches the movement in the funding or accounting obligations. In this way,
the exposure to maovements in bond yields is reduced.

Inflation risk  The majortty of the Group scheme’s benefit obligations are inked to inflation. Higher inflation will lead to higher liabilities (although caps on the level of
nflationary increases are in place to protect the plan against extreme inflation). The majority of the Group scheme’s assets are efther unaffected by inflation
{fixed interest honds) or loosely correlated with inflation {equities). meaning that an increase in inflation will also increase the deficit.

Life The majority of the Group scheme’s obligations are to provide a pension for the life of the member, so increases in life expectancy will resutt n an increase in
expectancy  the obligatiors.

Areas of risk management
Although investment decisions in the Group scheme are the responsibility of the Trustee, the Group takes an active interest to ensure that pension plan
risks are managed efficiently. The Group and Trustee have agreed a long-term strategy for reducing investment risk where appropriate.

Certain benefits payable on death before retirement are insured.
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Notes to the consolidated financial statements continued
For the year ended 31 March 2021

33, Rights issue

On 25 june 2020, the Company announced a fully underwritten 1 | for 5 rights issue at a subscription price of 25p per new ordinary share. The rights
issue was approved by the holders of the Company's ordinary shares at a general meeting on |3 July 2020 and the rights issue closed on 28 July 2020.
805.069.771 new ordinary shares were issued, raising £190.4m after issue costs and expenses of £10.9m.

The rights issue utilised a cash box structure that qualified for merger refief under Section 612 of the Companies Act 2006 so that the premium arising
was not required to be credited to the Company's share premium account. The cash box entity, Project Crion Ltd, issued redeemable preference
shares in consideration for the receipt of £193.4m, representing the subscription amount of £201.3m net of £7.9m of issue costs arising from the rights
issue. The Company's new ordinary shares were 1ssued as consideration for the transfer to it of the shares in Project Orion Ltd which it did not already
own. As a result, the issue qualified for merger relief under Section 612 of the Companies Act 2006 so that the £1733m excess of the value of the
acquired shares in Project Orion Ltd over the £20.Im nominal value of the ordinary shares issued by the Company was credited to the Company's
merger reserve. The remaining £3.0m of rights issue expenses have been charged against the merger reserve.

As a resuft of the rights issue, earnings per share and dividends per share for earlier periods have been restated for the bonus element of the rights
issue, The adjustment factor has been calculated by dividing the share price immediately before the shares were quoted ex-rights (84.05p) with the
theoretical ex-rights price (43.45p), giving an adjustment factor of 1.93426825.

34. Contingent liabilities and assets

Contingent liabilities

Cyber incident

On 13 May 2020, Interserve Group Limited (IGL) announced that it was subject to a cyber-attack. The attack affected elements of Interserve's
IT systerns (including enterprise resource planning and human resource systems), including elements related to Interserve. Once the cyber-attack
was discovered, IGL commenced work with the National Cyber Security Centre and strategic response team to investigate, contain and remedy
the situation.

The attack was reported to the I[ICO on 5 May 2020. The ICO has advised IGL that it considers it likely that IGL. or members of the Interserve
Group {which could include Interserve) are in breach or likely to be in breach of certain articles of the UK GDPR and that IGL or members of
the Interserve Group (which could inciude Interserve) are likely to be subject to regulatory action in respect of the matter which could result in
a remedial order or fine.

The share purchase agreement (SPA} entered inte for the acquisttion of Interserve gives Mitie the benefit of indemnity protection provided by How
Group Limited, a subsidiary of IGL. for a two-year period from the Interserve acquisition date. This is expected to be sufficient 1o cover any penalty
imposed by the {CO in relation to Interserve entities, however, the results of the ICO investigation cannot be predicted and the Group may be liable
to pay a penalty that exceeds the level of indemnity cover of £40 million.

Management understands that the ICO investigation is ongoing. However, whilst any fine is likely to be issued within the two-year period covered by the
SPA indemnity, the Group is unabie to reliably estimate the amount of any potential fine at the reporting date.

Contractual disputes, guarantees and indemnities

The Group is. from time to time, party to contractual disputes that arise in the ordinary course of business. Management does not anticipate that the
outcome of any of these disputes will have a material adverse effect on the Group's financial position, other than as already provided for in the financial
statements. In appropriate cases, a provision is recognised based on best estimates and management judgement but there can be no guarantee that
these pravisions {which may be subject to potentially material revision from time to time) will resuft in an accurate prediction, due to the uncertainty
of the actual costs and liabilities that may be incurred.

The Group is currently aware of potential liabilities relating to certain of the PHl contracts in the Interserve business, Management is in the process of
investigating the extent to which a liability to provide rectification works exists, the result of which may or may not involve legal proceedings. Whilst
management is collating the required information to assess the potential exposure, no reliable estimate of the contingent liability, or the likely timing
of any settlement amount, can be made at the reporting date.

Management will continue to menitor events as matters progress.

in addition, the Company and its subsidiaries have provided performance and financial guarantees, issued by financial institutions on its behalf, amounting
to £27.2m {2020: £20.6m) in the ordinary course of business. These are not expected to result in any material financial loss.

Multi-employer pension schemes

When the Group (or a subsidiary of the Group) exits mutti-employer pension schemes (typically by ceasing to have any active employees in the
scheme), pension fegislation may require the Group to fund the Group's share of the total amount of net liabilities with a one-off cash payment
(a Section 75 detit under the Pensions Act 1995},

The Group continues to have an exposure to Section 75 employer debts in respect of the participation of Mitie Property Services (UK) Limited in the
Plumbing Scheme, which have been estimated at £2.4m by the trustee, however ne event has occurred to trigger this debt as Mitie Property Services
{UK) Limted still employs active members of the Flumbing Scheme.

Employment claims

The Group is. from time to time, party to employment disputes, claims, and other potential liabilities which arise in the ordinary course of business.
Management does not anticipate that any of the current rmaftters will give rise 1o settiements, eidher indmdually or in aggregate, which will have a material
adverse effect on the Group's financial posttion.

Contingent assets
Management is warking to ensure that, through a combination of nsurance claims and recourse to suppliers. 2 proportion of the £14.1m costs ncurred
in respect of rectification works for the Social Housing property mantenance contracts, including the £54m recorded in provisions at 31 March 2021 in

Note 21, are recovered. At 3| March 2021, £1.8m recovery from insurers had been agreed and has been recognised as a recevable. The amount and
timing of further recoveries is yet to be determined.

198  Mitie Group plc | Annual Report and Accourts 2021



DocuSign Envelope 1D: 6D3020F 3-2619-4212-8E7E-0480B97A6058

35. Related party transactions
Transactions between the Cornpany and its subsidiaries, which are related parties, have been eliminated on consclidaticn and are not disclesed in
this Note.

Mitie Group plc has a related party relationship with the Mitie Foundation. a charttable company. During the year, the Group made donations and gifts
inkind of £0.2m (2020: £0.3m) to the Foundation.

N
(=)
=
During the financial year there were £0.6m transactions with joint ventures or associates. The amounts due from or to joint ventures and associates at g;
the year end is £0.3m. o,
The Group's key management personnel include the Executive Directors, Non-Executive Directors and members of the Mitie Group Executive (MGX). .‘;E
Details of the Directors' remuneration are included in Note 7. The remuneration for members of the MGX, including the share-based payments charge, e
is £6.3m (2020: £2.8m). No material contract or arrangement has been entered into during the year, nor existed at the end of the year, in which a -
Director had a material interest.
2021 2020
£m £m
Short-term employment benetits kR | b9
Post-employment benefits 02 03
Share-based payments 27 413
At 31 March 6.3 28
]
During the year ended 3| March 2021, the Group generated revenue of £0.1m (2020: £0.2m) relating to Informa plc, a company whose chairman is %
also Mitie Group plc's non-executive chairman. There were no outstanding balances at the year end (202C: £nil). 3
B
5
During the year ended 3| March 2021, the Group generated revenue of £0.6m (2020: £nil) relating to SIG plc, £0.2m {2020: £nil) relating to St James' 2

Place plc and, £0.1m {2020: £nil} relating to Essentra plc, companies whose non-executive directors are also Mitie Group ple non-executive directors.
The outstanding balances at the year ended 31 March 2021 are £0.5m (2020: £ril), £0.1rm (2020: £nif) and £nil (2020: £nil} respectively.

All transactions with these related parties were made on terms equivalent to those that prevail in arm's length transactions. No expense has been
recognised in the year for bad or doubtful debits in respect of the amounts owed by related parties.

36. Events after the reporting period

There are no material post balance sheet events that require adjustment or disclosure in the annual report.

37. Related undertakings
Subsidiaries

The companies set out below are those subsidiaries which were part of the Group at 31 March 2021. ?T

0 2021 §

% voting rights and % nominal =

Company Country of ncarporation ovwnership interest value owned =

Bateman's Cleaning Services Limited United Kingdom 100% 100% g

Broadreach Group Limited United Kingdomn 160% 100% 2
Building & Property Trustees Limited” United Kingdom 100% 100%
Care & Custody (Health) Limited United Kingdom 100% 100%
Central Window Cleaming Company Limited” United Kingdom 100% 100%
Cole Motors Limited” United Kingdom 100% 100%
Direct Enquiries Holdings Limited” Unrted Kingdom 100% 100%
First Security Group Lirnrted United Kingdom 100% 100%
Global Aware International Group Limited” United Kingdom 100% 100%
Global Aware International Ltd United Kingdom 100% 100%
Hi-tech Cleaning Soiutions Limited” {in liquidation) United Kingdom 100% 100%
Industral Seraces International Limited United Kingdom 100% 100%
Insitu Cleaning Company Limited United Kingdom 100% 100%
Interserve Saudi Arabia LLC {in liquidation) Kingdom of Saud Arabia 100% 100%
Jabez Holdings Limited* United Kingdem 100% 100%
Knightsbridge Guarding Holdings Limited United Kingdom 100% 100%
Knightsbridge Guarding Limited United Kingdom 100% 100%
Lancaster Office Cleaming Company Limited” United Kingdom 100% 100%
MacLellan Group Limited United Kingdom 100% 100%
MacLellan Integrated Services Limited United Kingdom 100% 100%
MacLellan International Airport Services Limited United Kingdom 100% 100%
Macl ellan International Limted Unrted Kingdom 100% 100%
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Notes to the consolidated financial statements continued
For the year ended 31 March 2021

37. Related undertakings continued

w2 2021

% voting rights snd % nominal

Company Country of Incorporaticn ownership interest value owned
MacLellan Lirnited” Unrted Kingdom 100% 100%
MacLellan Management Services Linnted United Kingdom 100% 100%
Mitie (Defence) Limited Unrted Kingdom too% 100%
Mitie (Facilities Services) brmited United Kingdom 100% 100%
Mitie (Facilities Services-Slough) Limited Untted Kingdom 100% 100%
Mitie Aviation Security Lirmited * Untted Kingdom 100% 100%
Mitie Belgium BVBA Belgum 100% 100%
Mrtie Belgium Security BVBA, Relguen 100% 100%
Mitie Building Services (UK) Lirmited” United Kingdom 100% 100%
Mitie Buitt Environment Limitedt United Kingdom 100% 100%
Mie Business Services Limited United Kingdom 100% 100%
Mitie Business Services UK Limitedt United Kingdom 100% 100%
Mitie Care and Custody Limited” Unrted Kingdom 100% HO0%
Mitie Catering Services Limited Untted Kingdom 100% 100%
Mitie Centro Especial de Empleo, 5L Spain 100% 100%
Mitie Cleaning & Ervironmental Services Lirited United Kingdorm 100% 100%
Mitie Clesaning Services Limited? United Kingdom 100% 100%
Mitie Client Services Limited United Kingdom 100% 100%
Mitie Company Secretarial Services Limited” Unitect Kingdom 100% 100%
Mite Compliance Ltd" United Kingdom 100% 100%
Mitie Deutschland GmbH Germany 100% 100%
Mitie Document Solutions Limited” United Kingdem 100% 100%
Mitie Dormant (No. ) bimited” United Kingdem 100% 100%
Mitie Engneering Limited”* United Kingdom 100% 100%
Mitie Engineenng Services (Bristol) Limted” Unrted Kingdom 100% 100%
Mrtie Engineering Services (Guernsey} Limited United Kingdom 100% 100%
Mitie Engineering Services (Jersey) Limited Jersey 100% 100%
Mitie Engineering Services (Northern Region) Limited” United Kingdom 100% 100%
Mitie Engneermg Services (Wales) Limied” United Kingdom 100% 100%
Mitie Engmeering Services Limited” United Kingdom 100% 100%
Mrtie Environmental Limited” United Kingdom 100% 100%
Mitie Environmental Services Limted United Kingdom 100% 100%
Mitie Espafia. S.L Span 100X 100%
Mrie Events & Leisure Services Lirmited:” United Kingdom 100% 100%
Mitie Faailiies Management Limited Ireland 100% 100%
Mitie Faclives Services, SA Spain 100% 100%
Mtie Fire Services Limited” United Kingdom 100% 100%
Mitie FM Lirited United Kingdom 100% 100%
Mrtse France SAS France 100% 100%
Mitie FS (UK) Limited United Kingdom 100% 100%
Mite Group Pension Scheme Trustee Comparty Limited” United Kingdomn 100% 100%
Mitie Holdings Limited United Kingdom 100% 100%
Mrtie Hospital Services Limited” United Kingdom 100% 100%
Mrtie infrastructure Limited Unrted Kingdom 100% 100%
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37. Related undertakings continued

021 2021
% voting rights and % nominal
Cormpany Country of incorporation ownership interest valus owned
Mitie Integra S.L Spain 100% 100%
Mitie Integrated Facilities Management Limited” United Kingdom 100% 100% g
Mitie Integrated Services Limited United Kingdom 100% 100% 0;:_
Mitie: Internatonal Limed* United Kingdom 100% 100% _§
Mitie Investments Limited’ United Kingdom 100% 100% ?;
Mitie Justice Limited” United Kingdom 100% 100%
Mitie [ andscapes Limtted United Kingdom 100% 100%
Mitie Lirmitect United Kingdom 100% 100%
Mitie Local Services Limited” United Kingdom 100% 100%
Mitie Managed Services Limited” United Kingdom 100% 100%
Mitie Nederland BV. Netherlands 100% 100%
Mitie NI Limited United Kingdom 100% 100%
Mitie Norge Aksjeselskap Norway 100% 100% g
Mitie PFl Limited United Kingdorn 100% 100% E
Mitie Polska Sp. 7 0.a. Foland 100% 100% :5:
Mitie Project Seraces Limited Urited Kingdom 100% 100% ’
Mitie Property Services (UK) Limited* Urited Kingdom 100% 100%
Mitie Resources Limited” United Kingdom 100% 100%
Mitie Schweiz GmbH Switzerland 100% 100%
Mitie Scotgate Limited” United Kingdem 100% 100%
Mitie Security (Fire & Electronics) Limitex United Kingdom 100% 100%
Mitie Securtty (First) Limited United Kingdom 100% 100% -
Mitie Securfty (Knightsbridge) Limited United Kingdom 100% 100% §
Mitie Security {London) Limited” United Kingdom 100% 100% a
Mitie Security Holdings Limitedt Ureted Kingdom 100% 100% §
Mitie Security Limited United Kingdom 100% 100% %
Mitie Security Services Limtted United Kingdom 100% 100% 2
Mitie Services {Retail) Limted" United Kingdomn 100% 100X
Mitie Shared Seraces Limited United Kingdom 100% 100%
Mitie Speaizlist Services (Holdings) Limrted United Kingdom 100% 100%
Mitie Suomi Oy Finland 100% 100%
Mtie Sverige AB Sweden 100% $00%
Mitie T S 2 Lirmted™ Untted Kingdom 100% 100%
Mitie Technical Faclities Management Holdings Lmitec United Kingdom 100% 100%
Mite Technical Fadilities Managemert Linnited United Kingdom 100% 100%
Mitie Technical Services Limnited United Kingdom 100% 100%
Mitie Tilley Roofing Limited ™ United Kingdom 100% 100%
Mitie Transport Services Limitec! United Kingdorm 100% 100%
Mrtie Treasury Management Limited* United Kingdom 100% 100%
Mitie Trustee Limited” Untted Kingdorm 100% 100%
Mitie Waste & Environmental Services Lirmited” United Kingdom 100% 100%
Mitie Work Wise Limited” United Kingdom 100% 100%
Mitiefr (Holdings) Limited United Kingdom 100% 100%
Mitefrn Services Limited United Kingdom 100% 100%
Parkersell Limited” United Kingdom 100% 100%
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37. Related undertakings continued

2021 2021

% voting rights and X nominal

Company Country of rcorsaration Interest value owned
Phoenix Fire Services Limited United Kingdom 100% 100%
Phonotas Services Limited” United Kingdom 100% 100%
Procius Limited United Kingdom 100% 100%
Project Orion Ltd* Jersey 100% 100%
R & D Holdings Limited United Kingdom 100% 100%
Ramoneur Cleaning and Support Services Limited United Kingdom 100% 100%
Retail Clearing Services Lirnited” United Kingdom 100% 100%
Robert Prettie & Co Limited Untted Kingdom 100% 100%
Service Managemert International Asia Pacific PTE. Ltd, Singapore 100% 100%
Source Eight Limited™ United Kingdom 100% 100%
Scurce8 Africa Limited® United Kingdom 100% 100%
Source8 Delivery {Nigeria) Limited Nigeria 100% 100%
Source8 Services FZLLC United Arab Emirates 100% 100%
S50 UK Limited United Kingdom 100% 100%
Tass (Europe} Limited Unrted Kingdom 100% 100%
Transimp Contract Services SA Spain 100% 100%
UK CRBS Limited- United Kingdom 100% 100%
Unigue Cleaning Services Uimited Urited Kingdomn 100% 100%
Utilyx Asset Managernent Limrted* United Kingdom 100% 100%
Utllyx Asset Management Projects Limited® United Kingdom 100% 100%
Litilyx Broking Limited” Untted Kingdom 100% 100%
Utilyx Healthcare Energy Services Limted United Kingdom 100% 100%
Ultilyx Holdings Limnited” United Kingdom 100% 100%
Uttityx Limited United Kingdom 100% 100%
Utilyxc Risk Management Limitedt United Kingdom 100% 100%
Vision Security Group Limited United Kingdom 100% 100%
Vision Security Group Systems Limited” United Kingdom 100% 100%
VSG Payroll Services Lirmited” United Kingdom 100% 100%
WG Staff Hire Limited” Unrited Kingdom 100% 100%
VSG Systems Direct Limited” United Kmgdom 100% 100%
Wealthy Thoughts Linmned® United Kingdom 100% 100%

* These entities were dormant duning the year ended 3| March 2021 and will take the exemption from prepanng and filing financal statements for the year ended 3 | March 2021 (by virtue of
Section 480 of the Comparies Actn%OO())

1 These subsidianes have taken advartage of the audit exermption under Section 479A of the Companies Act 2006 for the year or period ended 21 March 2021, Ag suich, Mitie Group ple has
provided a guarantee against all debts and liabilties in these subsidianes as at 31 March 202 .

+ Held directly by the Company,
The Company holds direct minority nterest n these companies,
* The Company has voting control of these comparies through direct interests in a class of shares representing fewer than 50% of the total issued snare captal of the companies

x
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37. Related undertakings continued

The registered office of all subsidiaries is The Shard, Level 12, 32 London Bridge Street, London, SE1 95G with the exception of the following:

Comparty Registered office address

Hrtech Cleaning Solutions Limited {in liquidation) |5 Canada Square, Carary Wharf, London, E14 5GL ;U"

Interserve Saudi Arabia LLC (in liquidation) PO Box 26982, Rivadh, | 1595, Kingdomn of Saudi Arabia E

Mrtie Belgum BVBA Regus Brussels South Station, Marcel Broodthaersplein 8 (box 5), 1060 Brussels (Sint-Gillis), Belgium S

Mitie Belgium Security BVBA Regus Brussels South Station, Marcel Broodthaersplen 8 {box 5), 1060 Brussels (Sint-Gillis), Belgium 8‘

Mie Centro Especial De Ermplec SL Calle San Miguel 25, Bajo |, Azuqueca de Henares. Guadalaara, 19200, Spain -

Mitie Dewtschland GmbH Mefistetter StraBe 8, 70267, Stuttgart, Germany

Mrie Engineering Services {Guernsey) Lirnited Martello Court, Admiral Park, St Peter Port, GY | 3HB, Guernsey

Mitie Engineering Services (ersey) Linnled 13 Castle Strect, St Helier, |E4 SUT, Jersey

Mitie Espafia, 5.L Osborne Clarke, Avenida Diagonal, 477, Planta 20, 08036, Barcelona, Spain

Mitie Faclities Management Lirmited 108 Q Hause, Furze Road, Sandyford, Dublin 18, Ireland

Mitie Facilities Services SA Calle Juan Ignacio Luca de Tena, 8, Madnd, 28027, Spain

Mitie France SAS 259 rue St Honore, 75001, Pans, France Al

Mitie Integra SL Carretera Santa Creu do Calafell 81. Gava, Barcelona, 08850, Spain g

Mitie NI Limited Clara House, Office BS, Dunmurry Office Park, 37A Upper Dunmurry Lane, Belfast, Northern ireland, g
BT17 0AA, United Kingdorm °

Mitie Nederand Bv. Hoofdweg 524, 3067 GH Rotterdam, P.O. Bax 8540, 3009 AM Rotterdam, 3009 AM Rotterdam, Netherlands

Mitie Norge Aksjeselskap Kongensgate 9, 0153, Oslo, Norway, Norway

Mrtie Polska Sp. z 0.0. Solec 22, 00-410. Warsaw, Poland

Mitie Schwerz GmbH Brandschenrkestrasse 90, CH-8027, Zurich, Switzerland

Mitie Suomi Oy cfo O Visma Services Infocon Ab, Pormestarinrine 8, 00160 Helsinki, Finland

Mitie Sverige AB Kungsgatan 55, | | | 22 Stockholm, Sweden, Sweden

Project Orion Ltd 3rd floor, Esplanade Street, St Helier, jersey, JEP 9WG o

Service Managerment Imternational Asia Pacfic PTE. Ltd. 65 Chulia Street, #38-02/03, OCBC Centre, Singapore, 049513 g

Source8 Delivery {Nigera} Limited 235 lkorodu Road, llupeju, Lagos, Nigeria %

Sourced Services FZLLC 17 The Iridiuen Building, Um Suqueirn Road, Al Barsha, Dubai, PO BOX 391 186, United Arab Erirates g

Translimp Contract Services SA Calle Juan Igracic Luca de Tena. 8, Madnid, 28027, Spain %

No subsidiaries have non-centrolling interests that are material to the Group.

Joint ventures and associates
The Group has the following joint ventures and associates:

021 2021
% voting rights and X nominal
Comparyy Registered office address ovwnership interest value owned
Landrmarc Guif Consultancy Management LLC  No.104, Arjan Emirates Real Estate — Branch |. PO Box 129354 25% 25%
Al Hilal Buiding, Al Falah Road, Abu Dhaty, United Arab Emirates
Landmarc Support Services Limited The Shard, Level |2, 32 London Bridge Street, London, SE1 95G 5I% 50%
Mitie Rezayat Company LLC Unit 6 and 7, Al Amani Ceniter, Anas Bin Malik Road, Building 50% 50%
Number 2727, Riyadh, Saud Arabia
PriDE (SERP) Limited The Shard, Level |2, 32 London Bridge Street, London, SE1 95G 50X 50%
Sussex Fstates and Facilites LLP The Shard, Level 12, 32 London Bridge Street, London, SEI 95G 5% EL} 4
Joint operations
The Greup has the following jeint operations:
1
Percentage
Company Country of mcorporation Principal activity interest
OneAim United Kingdom Siteworks 50%
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Company balance sheet
as at 31 March 2021

2021 2020

Notes £m im
Non-current assets
investments in subsidiaries 3 579.5 5258
Trade and other receivables 4 05 13
Deferred tax asset 5 |4 03
Total non-current assets 5814 529.2
Current assets
Cash and cash equivalents 09 -
Trade and cther receivables 4 255.1 357
Corporation tax receivable 1o 14.1
Total current assets 2670 498
Total assets 848.4 579.0
Current liablifties
Trade and other payables 6 21.1) {46.1)
Provisions 7 {4.2) 9.3)
Total current liabilities (25.3) (554)
Net current assets/(liabilities) 2417 56)
Non-current Habilities
Provisions 7 {64) -
Total non-current liabilicies {6.4) -
Total Rabilities (1] {55.4)
Net assets 816.7 523.6
Equicy
Share caprtal 8 356 93
Share premium account 8 130.6 1306
Merger reserve 3584 999
Own shares reserve (288) (342)
Other reserves 145 95
Retaned earnings' 306.2 3085
Toral equity 8167 5236
Nate:

I The Company reported a loss for the financial year ended 3 March 202: of £1 4m (2020: £14.6m profity

The accompanying notes on pages 206 to 210 form an integral part of the financial statements.

The financial statements of Mitie Group plc, company registration number SC019230, were approved by the Board of Directors and authorised for
issue on 10 June 202 1. They were signed on its behalf by:

DaecuSigned by: DecuSigned by:

8ADD32EBFACT4B 7C5IDEAOTESSMED..
Phil Bentley Simon Kirkpatrick
Chief Executive Officer Chief Financial Officer
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Company statement of changes in equity
For the year ended 3 | March 202 |

Share Profit
Sare presan Merger Own shares Cther and loss
capital account reserve reserve reserves account Total
£m £fm im m £m im
At | Aprit 2019 93 1306 104.2 (38.1 233 2904 519.7
Profit for the year - - - - 116 146 &
]
Dividends paid' - - - - - {14.4) (144) 2
Share-based payments - - - 39 (138) 136 37 5
Realised merger reserve - - 43) - - 43 - -_8|
-
At 3| March 2020 93 1306 99.9 (34.2) 95 3085 523.6
Loss for the year - - - - - {14 (1.4
lssue of shares 263 - 261.7 - - 288.0
Rights issue expenses - - (30 - - - (3.0)
Share-based payments - - - 54 50 {09} 95
At 31 March 2021 356 1304 3586 (288) 145 3062 8167
Note:
+ Details of drdends pad to shareholders are given n Note |0 to the consohdated financal statements, )
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Notes to the Company financial statements
For the year ended 31 March 202 |

I. Significant accounting policies

{a) Basis of accounting

The separate financial statements of the Company are drawn up in accordance with the Companies Act 2006 and Financial Reporting Standard 101
Reduced disclosure framework (“FRS 101"}, The Company will contnue to prepare its financial statements in accordance with FRS 101 on an ongoing
basis until such time as it notifies shareholders of a change to its chasen accounting framework.

The Company financial statements have been prepared using the historical cost canvention and have been prepared on a geing concern basis.
As permitted by FRS 101, the following exemptions have been applied:

« Paragraphs 45(b) and 46 1o 52 of IFRS 2 Share-based payment {details of the number and weighted-average exercise prices of share options, and
how the fair value of goods or services received was determined):
o IFRS 7 Financial Instruments: Disclosures;
» Paragraph 9| to 99 of IFRS |13 Fair value measurement (disclosure of valuation techniques and inputs used for far value measurement of assets
and liabilities);
» The following paragraphs of IAS | Presentation of financial staternents:
— 10{d) {statement of cash flows);
— 16 (statement of compliance with all IFRS);
— 38A (requirernent of minimum of two primary staternents, including cash flows statements);
— 38B-D (additional comparative informaticn);
- 111 (cash flow statement information); and
~ 134-136 (capital management disclosures).
* |AS 7 Statement of cash flows; and
+ The requirements in IAS 24 Related party disclosures to disclose related party transactions entered into between two or more members of a group.

As permitted by Section 408(3) of the Companies Act 2006, the statement of comprehensive income (including the profit and loss account) of the
Company is not presented in this Annual Report. The Company has not published its individual cash flow statement as its liquidity, solvency and financial
adaptability are dependent on the Group rather than its own cash flows.

Critical accounting judgements and key sources of estimation uncertainty

The preparation of Company financial statements in accordance with FRS 101 requires management 1o make judgements, estimates and assumptions
that affect amounts recognised for assets and liabilities at the reporting date and the amounts of revenue and expenses incurred during the reporting
pericd. Actual results may differ from these judgements, estimates and assumptions.

The key area of judgement that has the most significant effect on the amounts recognised in the financial statements is the review for impairment of
investment carrying values. See Note 3.

(b) Principal accounting policies

The principal accounting policies are summarised below. They have been applied consistently throughout the year and the preceding year.

investments
Fixed asset investrments in subsidiaries are shown at cost less any provision for impairment.

Investments in subsidiaries are reviewed on an ongoing basis for any indication of impairment and, if any such indication exists, the investment's
recoverable amount is estimated. An impairment loss is recognised in the income statement whenever the carrying value of an asset exceeds its
reccoverable amount,
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1. Significant accounting policles continued

Provisions and contingent liabilities

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 embadying economic benefits will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation.
Where managemernit expects some or all of a provision to be reimbursed, for example under an insurance contract, the reimbursement is recognised as
a separate asset but only when the reimbursement is virtually certain. The expense relating to any provision is charged to the profit and loss account, net
of any reimbursement, If the effect of the time value of money is material, provisions are determined by discounting the expected future cash flows at a
pre-tax rate that reflects current market assessments of the time value of money and. where appropriate, the risks specific to the liability. Where
discounting is used, the increase in the provision due to the passage of time is recognised as a borrowing cost.

1odad 2aeag

No provisions are recognised and only a disclosure in the financial statements is made for contingent liabilities, Contingent liabilities are possible
obligations dependent on whether seme uncertain future event occurs, or where a present cbligation exists but payment is not probable, or the
amount of payment cannct be measured reliably.

Taxation
Current tax s provided at amounts expected to be paid (or recovered) using the tax rates and laws that have been enacted or substantively enacted at
the balance sheet date.

Deferred tax is provided in full on temporary differences that result in an obligation at the balance sheet date to pay more tax, or a right to pay fess tax,
at a future date. at rates expected to apply when they crystallise based upon tax rates and legislation that have been enacted or substantively enacted at
the balance sheet date. Temporary differences arise from the inclusion of items of income and expenditure in tax computations in periods different
from those in which they are included in the financial statements. Deferred tax is not provided on unremitted earnings of subsidiaries, joint ventures and
associates where there is NG commitment to remit these earnings. Deferred tax assets are recognised to the extent that it is regarded as more lkely
than not that they will be recovered. Deferred tax assets and liabilities are not discounted.

Financial instruments

Intercompany loans are all assessed as being repayable on demand. The assessment of impairment of receivables is in accordance with [FRS 9, A loss
allowance for expected credit losses (ECL) on receivable balances is recognised and subsequently measured at amortised cost, using the ‘general
appreoach’ permitted under IFRS 9.

FIUBUIIAGE)

interest bearing bank loans and overdrafts are recorded at the proceeds received, net of direct issue costs. Finance charges, including premiums payable
on settlement or redemption and direct issue costs, are accounted for on an accruals basis in the profit and loss account and are added to the carrying
amourt of the instrument to the extent that they are not settled in the period in which they arise.

Trade payables are measured at amortised cost.
Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.

Financial assets and financial liabilities are recognised on the Company's balance sheet when the Company becomes a party to the contractual provisions
of the instrument.

Share-based payments

Details of the Company’s equity-settled share schemes are provided in Note 31 to the consolidated financial statements. The costs of options and
conditional awards over the Company's shares granted to employees of the Company's subsidiaries are accounted for as a capital contribution
within the carrying value of investments in subsidiaries,

Dividends
Dividends are recognised i the financial statements in the period in which the shareholder’s right to recewe payment of the dividend
became unconditional.
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Notes to the Company financial statements continued
For the year ended 31 March 2021

2. Profit for the year
As permitted by Section 408 of the Companies Act 2006 the Company has elected not to present its own statement of comprehensive income
(including the profit and loss account) for the year.

The Company had no employees throughout the year (2020: no employees)
The auditor's remuneration for audit services to the Company is disclosed in Note 6 to the consolidated financial statements.

3. Investments in subsidiaries

£m
Shares at cost
At 1 Apnl 2019 595.2
Capital contribution re share-based payments 37
Disposals “an
At 31 March 2020 594.2
Additions' 492
Capital contribution re share-based payrments 55
At 31 March 2021 6489
Provision for impalrment
At | April 2019 66.9
Charged to income statement L7
At 3| March 2020 68.6
Charged to income statement 08
At 31 March 2021 694
Net book value
At 31 March 2021 5795
AL 31 March 2020 5256
MNotes:

| Relates to an increase n investment in Mitie Treasury Management Limited.

Details of the Company’s subsidiary undertakings is given in Note 37 to the consolidated financial statements.

The carrying value of the Company’s investments in subsidiary undertakings has been tested for impairment in accordance with IAS 36 impairment of
Assets. The carrying value 15 compared to the asset's recoverable amount and has been assessed by reference to value in use. The value in use has been
calculated based upon a discounted cash flow methodology using the mast recent forecasts prepared by management.

These forecasts cover the next five years with a terminai growth rate of 2% {2020: 2%) and are consistent with those used for Group's going
concern assessment.

The key assumptions for the value in use calculation are forecast revenue, direct costs, expectation of future changes in the market and discount
rates. Management estimates discount rates that reflect current market assessments of the time value of money and the rate of return a market
participant would reguire. The rate used to discount the forecast cash flows reflects the ndividual businesses in the Group and is 9.1 % post-tax
{2020: 9.2% post-tax).

As a result of this analysis, the Directors have determined an impairment of £0.8m {2020: £1.7m) was required to the Company's Investment in
Source Eight Limred. Adl other investments had significant headroom and required no impairment. This is reflective of the Group's market capitalisation
of £893rm at 3| March 2021, which significantly exceeds the carrying value of the Company's investments of £579.5m,

An Increase in the post-tax discount rate from 9.1%to | 1% would still not result in an impairment to any of the Company's investmenits, both in
isolation or in totality.
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4. Trade and other receivables

2021 2020
£m im
Amounts owed by subsidiaries 188.8 352
Cther recenvables 662 37 7d
o
Prepayments and accrued income 06 0f E}
o,
Total 2556 390 n
P
o
Q
Included in current assets 255.1 357 -
Included in non-current assets 05 33
Total 2556 390
Notes:
I At 3] March 2021 other recchables nduded the £57.0rn (20200 Ll provision al vakue for Lhe adjusirment 1o consideration which "epresents management's best esymate of the amount expected
to be recovered by the Group through the completion acrounts mecharism on the Interserve acquisition. The autcome of the completion accounts process is nherently uncertain, gven that this is
subject to a commercial negotiation, and potentially expert deterrination, and the final amount agreed could tnerefore be matenally diferert from the estmate. See Note 30 to the consolidated
financial staterments.
The Directors consider that the carrying amount of trade and other receivables approximates their fair value. The expected credit loss model was
applied to amounts owed by subsidiaries and the impact was not material. g)
-
5. Deferred tax i
Share-based 5
Accelerstad  paymant timing a
capital aiowance difference Tow o
£m £m £m
Deferred tax asset at | Apnl 2020 - 03 03
Credit to profit and loss account 04 07 Il
Deferred tax asset at 31 March 2021 0.4 1.0 1.4
é. Trade and other payables
p. s3] 2020
£m £m -
Overdrafts - 206 3
[a}
Trade payables 29 18 =N
w
Amourts owed to subsidiaries 45 148 g
w
Other taxes and social securtty 04 06 3
Accruals and deferred income 133 72 g
2L1 46.1

Amounts owed to subsidiaries are repayable on demand. The Directors consider that the carrying amount of trade and other payables approximates
their fair value.

For details of Group borrowings, see Note 24 to the consolidated financial statements.

7. Provisions

£m
At | April 2019 11.3
Amounts recognised in the profit and loss account 04
Utilised in the year (PR}
At 31 March 2020 9.3
Amounts recognised in the profit and loss account 46
Utlised in the year 33
A3l March202( ' T e
Included in current habiities 42
Includled in non-current habiltes 64
Total 10.6

Majority of the provisions and related movements in the year are in respect of the insurance reserve. The insurance reserve provides for fleet and
liability claims and a claim typically settles over three to five years. This includes a provision for claims that are expected but have nct yet been reported.

Mitie Group ple | Annual Report and Accounts 2021 209



DocuSign Envelope ID: 8D3020F3-2619-4212-8E7E-0480B97 AB058

Notes to the Company financial statements continued
For the year ended 31 March 2021

8. Share capital and share premium

Ordinary shares Share capital Share premium

2021 2020
Number Nurmber 2021 2020 200 2020
million rilion £m £m £m fm
At | April 373.7 3737 93 23 130.6 1306
Rights issue (see Nate 33} 805.1 - 20.1 - - -
Interserve acquisiion (see Note 30) 2484 - 62 - - -
At 3| March 1,427.2 3737 356 93 1306 1306

Notes'
Dunng the year ended 3 | March 2021 the Company completed a nghts Issue. Refer to Note 33.

Each aliotted and fully paid ordinary share of 2.5 pence is a voting share in the capital of the Company. is entitled to participate in the profits of the
Company and on a winding-up 15 entitled to particpate in the assets of the Company. The Company has one class of ardinary shares, which carry no
right to fixed income.

The share premium account represents the premium arising on the issue of equity shares.

9. Contingent liabilities

The Company enters into financial guarantee arrangements to guarantee the indebtedness of other companies within its Group. 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 required to make a
payment under the guarantee.

In addition, the Company and its subsidiaries have provided performance and financial guarantees, issued by financial institutions on its behalf, amounting
to £27.2m (2020: £20.6m) in the ordinary course of business. These are nat expected to resuft in any material financial loss,

Per Note 37 to the consolidated financial statements, Mitie Group plc has taken the audit exemption for a number of subsidiaries by virtue of Section
479A of the Companies Act. A parent company guarantee has been provided for these entities under Section 479C of the Companies Act.

10. Share-based payments

The Company has five equity-settled share schemes as described in Note 31 to the consolidated financial staternents.
The Company recoghised no expense related to the share-based payment charge for discretionary share option schemes as it has no employees

1). Related parties

The Company makes management charges to its subsidiaries, whether they are wholly owned or otherwise, and receives dividends from its
subsidiaries, according to their ability to remit them. Other details of the Group's related party transactions have been given in Note 35 to the
consclidated financial statements.

The Directors are remunerated for ther services to the Group as a whole. No remuneration was paid to the Directors specifically in respact of their
services 1o Mitie Group plc for the year ended 31 March 2021 or 31 March 2020. Detalled disclosures of Directors’ remuneration and share interests
are given 1n the audited section of the Directors’ remuneration report on pages 99 to 120. The Company had no employees throughout the years
ended 31 March 2021 and 31 March 2020,

Under FRS 101 the Company is exempt from disclosing key management personnel compensation and transactions with other companies wholly
owned by Mitie Group ple. The Company had no ather related party transactions during the year ended 3| March 2021 (2028: £nil).

210 Mitie Group plc | Annual Report and Accounts 2021



DocuSign Envelope ID: 6D3020F3-2619-4212-8E7E-0480B97AG058

Appendix — Alternative Performance Measures

The Group presents various Alternative Performance Measures (APMs) as managemnent believes that these are useful for users of the financial
statements in helping to provide a balanced view of, and relevant information on, the Group's financial performance,

In assessing its performance, the Group has adopted certain non-statutory measures which, unlike its statutory measures, cannot be derived directly
from its financial statemenits. The Group commonly uses the following measures to assess its performance:

Performance before other items g
The Group adjusts the statutory income statement for other items which, in management’s judgement, need to be disclosed separately by virtue of their %
nature, size and incidence in order for users of the financial statements to obtain a proper understanding of the financial information and the underlying a2,
performance of the business. 3
n-l
These other items include impairment of goodwill, impairment and amortisation of acquisition related intangible assets, acquisition and disposal related Q
costs, gain or loss on business disposals, cost of restructuring programmes and other exceptional items. Further details of these other items are provided -
in Note 4,
w021 2020
Operating profic £m £m
Operating profit from continuing operaticns Statutory measures 83 646
Adjust for: restructure costs Note 4 263 157
Adjust for: acquisition and disposal related costs Note 4 20 35
Adjust for: other exceptional items Note 4 (3.2 23
Operating profit before other tems from continuing operations Performance measures 634 86.1 Q
-<
Operating profit from discontinued operaticns' Statutory measures 32 518 S
Adjust for: acquisition and disposal related costs Note 4 (20} I3 §
o
Adjust for: gain on disposal Note 4 (1.2) (503}
Operating profit before other tems from discontinued operaticns Performance measures - 28
Cperating profit before ather ttems — Group Performance measures 634 889
Notes:

| Operating profit from discontinued operations comprises the profit before net finance costs and tax of £2.0m (2020: £1.5m) and gain on disposal before tax of £1.2m (2020 £503m)

Recanciliations are provided below to show how the Group's segmental reported resufts are adjusted to exclude other items,

2021 2020
Adjust for: Adjust for 2
Reported Other loams Parformanca Reported Other ttems Performance =
Operating profit/floss) results (Note 4) mensures resuts (Note 4) measures ,‘!'_.
Business Services 308 18.6 494 424 (02) 422 [
Technical Services 37 27 264 479 80 559 @
Specalist Services 185 40 ns 25.1 02 253
Care & Custody 55 1.9 74 76 01 77
Landscapes 16 0.8 &4 8.6 - 86
Waste 54 13 87 a9 ot 2.0
Interserve 63 70 133 - - -
Corporate centre {51.0) 18 (48.2) (50.8) 135 {37.3)
Total from continuing operations 83 55.1 63.4 646 215 86.1
Catering {1.6) 16 - 535 (507} 18
Heafthcare 2.1 @) - 05 (0.5}
Pest Control 07 ©on - 07 a7 -
Social Housing 20 .0 - (15) 15 -
Total from discontinued operations 32 (32 - 5.8 (49.0; 28
Total — Group 1L5 519 634 164 (27.5) 889
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Appendix — Alternative Performance Measures continued

In line with the Group's measurement of profit from operations before cther items, the Group also presents its basic earnings per share before other
items for continuing operations. The table below reconciles this to the statutory basic earnings per share.

Restated’
2021 2020
Esrnings per share pence m
Statutory basic {lossYearnings per share Statutory measures (0.6) 129
Adjust for: earnings per share from discontinued operations 0.3) 7.1
Statutory basic {lossyearnings per share from continuing operations 0.9) 58
Adjust for: other items per share from cantinuing operations 44 15
Basic earnings per share before other tems from continuing aperations  Performance measures 35 8.3
Note
. Restated for the bonus elernert of the 2020 rights ssue. See Nate 33
Organic revenue
The Group adjusts revenue from continuing operations for the impact of acquisitions to show organic revenue in order for users of the financial
statements to obtain a proper understanding of the underlying moverments in these business measures.
00 2020
£m m
Share of
revenue of
vantures Adjust for Adjust for
Group okt and  acquisitionof  Performance Group acqusjitam of  Performance
Revenus from continuing opecations revenue assocktes businessas’ measures revenue busmesses! measures
Segment
Business Services 1,085.0 - (144.0) 941.0 9869 (172.2) 8147
Technical Services 820.7 - - 8207 947.2 - 947.2
Specialist Services 21336 - - 2336 2396 - 2396
Care & Custody 108.8 - - 1088 110.2 - 110.2
Landscapes 502 - - 502 478 - 478
Waste 74.6 - - 7446 816 - 81.6
Interserve 4202 298 (450.0) - - - -
Total for continuing operations 2,5595 298 (594.0) 1,995.3 21737 (172.2) 20015
MNote:

I Comprses revenue of £4500m (2020 £nil, £1432m (3020: £:71.7m}) and £08m (2020 £0.5m) i relation to the acquistions of Interserve, VSG and GAIG respectvely,

Net debt

MNet debt is defined as the excess of total borrowings over cash and cash equivalents. lt is a measure that provides additional information on the
Group's financial position. The Group includes the carrying value of its derivative financial instruments in its reported net debt measure as this
carrying value represents the fair value of cross-currency interest rate swaps on the LS$ private placement notes which form part of the
Group's financing liabilities. In addition, restricted cash which is subject to various constraints on the Group's ability to utilise these balances, has been
excluded from the net debt measure.

A recondiligtion from reported figures is presented below:

Restated'

2021 2020
Nat debe £m fm
Cash and cash equivalents 196.2 1395
Adjusted for: restricted cash Note 23 (18.7) -
Firancing habilites Note 24 (278.8) (3207}
Dertvatwve financial instruments hedging private placement notes 14.6 282
Net debt Performance measures (86.7) (153.0)
MNote:

I, The Group has changed tts accaunting policy in relation to the recogntion of BACS payments (see Note |). As a result, the comparatives as at 31 March 2020 have been restated with a
reclassification between trade and other recenables. trade and other ayables and cash and cash equivalents as set out in Note 1. There has been no change in net assets.

The Group uses an average net debt measure as this reflects s financing requirements throughout the period. The Group caiculates its average net
debt based on the daily closing figures, including its foreign currency bank loans translated at the closing exchange rate for the previous month end. The
average net debt includes the fair value of the derivative financial instruments which are used to hedge the US$ private placement notes. This measure
showed average net debt of £47.Im for the year ended 31 March 2021, compared with £327.6m for the year ended 3| March 2020.
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Free cash flow

Free cash flow is a measure representing the cash that the Group generates after accounting for cash flows to support operations and maintain its
capital assets. it is a measure that provides additionzl information on the Group's financial performance as it highlights the cash that is avatlable to the
Group after operating and capital expendnure requirements are met. The table below reconciles net cash generated from operating activities to free

cash inflow.
@
Free cash flow 2021 Restated' N
£m 2020 T
im L
n
Net cash generated from operating activities' Statutory measures 229 703 Q
s 0
Add: net decrease in restricted cash? 0.7 a
Interest received 08 04
Dividends received from joint vertures and associates 08 -
Purchase of property, plart and equipment {7.6) (82)
Purchase of other intangible assets (15.0) {112)
Disposal of property, plant and equipment 10 04
Capitai element of lease rentals paid (28.1) (212
Free cash (outflow)inflow Performance measures {24.5) 305
o
Notes; g
| The Group has changed s accourting policy in relation to the recognion of BACS payments (See Note |). As a result, the comparatives on the consolidated statement of cash flows for the ]
year ended 31 March 2020 have been restated, with an overall increase n net cash generated from operations of £203m due to an ncrease i payables of £16.3m ard a decrease in recevables a
of £4.0rm. =
o
2 Restricted casn on date on acqusition of Interserve was £ 19.4m (see Note 30) which decreased to £187m at 31 March 202 (see Note 23). o
Return on invested capital

Return on invested capital {(ROIC) is a measure of how efficiently the Group utilises its invested capital to generate profits. The table below reconciles
the Group’s net assets to invested capital and summarises how the ROIC is derived.

2021 Restated'
£m 2020
m
Net assets Statutory measures 3618 805
Add:
Ly
Nen-current liabilities 406.5 3737 z
Current provisions 48.3 414 5
Amortisation of acquisition related intangibles including joint vertures 6.7 E
and associates refated to the interserve acquistion” g
Deduct: g
o
Non-current derivative financial assets (14.6) (280)
Current derivative financial assets - 02
Nan-current deferred tax assets (32.0) (326)
Cash and cash equivalents’ (1962) {139.9)
Invested capital Performance measures 5805 2953
Continuing opersting profit before other items 634 86.1
Tax' {I1L.7) (14.6)
Continuing operating profit before other items after tax 517 715
ROIC % Performance measures 8.9% 242%
Notes:

I The Group has changed its accounting policy in relation to the recognition of BACS payments (see Note |}. As a result, the comparatwes as at 3 i March 2020 have been restated with
a reclassification between trade and ather recenables, trade and other bayables and cash and cash equralents as set out n Note  There has baen no change in net assets

2 The amortisation of acquired intangible assets related to the Interse-ve acquisition has been added back on the basis that this would otherwise erode invested capital to a significant extent.
3 Tax charge has been calculated at the effective tax rate for the year for continuing cperations of 18.5% (2020: 17.0%).
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Shareholder information

Overview Mitie online share portal
Mitie has a portal where shareholders can register and can then
HY 22 half-yearly resutts |8 November 202! login to:

s Access information on shareholdings and movements;
¢ Update address details;

s View dividend payments received and register bank
Nao final dnadend recommended for FY21. mandate instructions;

« Sell Mitie shares;

+ Complete an online proxy voting form; and

Dividends

Annusl General Meeting * Register for e-communications allowing Mitie to notify
2024 Apnual General Meeting 27 July 2021 shareholders by email that certain documents are available
1o view on its website, This will further reduce Mitie's carbon

Registered office footprint as well as reduce costs.
Mitie Group plc If you wish to register, pl sign t
35 Duchess Road you gister: please Sign up a
Rutherglen www.miilie-shar es.com
Glasgo

This report can be downloaded in PDF from the Mitie website,
Telephone: 0117 322 1322 which also contains additional general information about Mitie.
Email: info@mitie.com Please visit www mitie.com

Website: www mitié.com

Registered in Scotland under company number: SCQ19230

Registrars

Link Group

| Cth Floor

Central S5quare

29 Wellington Street
Leeds LS| 4DL

Telephone; 0871 664 0300*

* Calls cost | 2p aminute plus network extras, bnes are open 900 am -5.30 pm
Monday - Frday, excluding bank holidays
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Cautionary statement
Cartain stataments contained in this document constitule ur gy conslitule forward-looking statements’.

In some cases, these forward-looking statements can be identified by the use of forward-looking terminology, including the terms 'believes’, ‘estimates’,
‘projects’, 'aims’, ‘plans’, ‘predicts’, ‘prepares’, ‘anticipates’, ‘expects’, ‘intends’, 'may’, “will' or ‘should’ or. in each case, their negative or other vanations or
comparable terminology, or by discussions of strategy, plans, objectives, goals, future events or intentions. Such forward-looking statements involve
known and unknown risks, uncertainties and other factors, which may cause the actual resufts, performance or achievernents of the Group to be
materially different from any future resuits, performance or achievemerits expressed or implied by such forward-looking statements. Such forward-
looking statements are based on numerous assumptions regarding the Group's present and future business strategies and the envirenment in which the
Group will operate in the future. These forward-looking statements speak only as at the date of this document. Except as required by applicable law,
rule or regulation, the Group expressly disclaims any obligation or undertaking to release publicly any updates or revisions to any forward-tocking
staternents contained in this document to reflect any change in its expectations with regard thereto or any change in events, conditions or circumstances
on which any such statement is based. By their nature, forward-looking statements involve risks and uncertainties because they relate to events and
depend on circumstances that may or may not occur in the future or are beyond the Group's control. Forward-looking statements are not guarantees
of future performance. Mitie's actual results of operations, financial condition and the development of the business sector in which the Group operates
may differ materially from the expectations disclosed or implied by the forward-lacking statements contained in this document. In addition, even if the
Group's actual results of operations, financial condition and the development of the business sector in which the Group operates are consistent with the
forward-looking statements contained in this document, those results or developments may not be indicative of results or developments in subsequent
periods. The forward-locking statements contained in this document speak only as at the date of this document,
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Mitie Group plc

Registered Office
35 Duchess Road
Rutherglen

Glasgow

G73 1AU

UK

Head Office

The Shard

Level I2

32 London Bridge Street
London

SEI 9SG

UK

T; +44 (0) 330 678 0710
E: info@mitie.com

Registration number: SC19230

More information

e Visit our carporate website:
www.mitie.com/iinvestors

o Follow us on twitter:
Grwearemitie

@ Visit our LinkedIn page:
wwwlinkedin.com/company/mitie/

o Watch our latast content:
wwwyoutube.com/user/mitiegroupplc



