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MITIE TECHNICAL FACILITIES MANAGEMENT LIMITED

DIRECTORS' REPORT

The directors present their annual report on the affairs of the company together with the financial statements and auditor's
report, for the year ended 31 March 2012

DIRECTORS' RESPONSIBILITIES STATEMENT

The directors are responsible for prepanng the annual report and the financial statements in accordance with applicable law
and regulations

Company law requiras the directors to prepare financial statements for each financial year Under that law the directors have
elected to prepare the financial statements in accordance with Intemational Financial Reporing Standards (IFRSs) as
adopted by the European Union The financial statements are required by law to give a true and fair vew of the state of affars
of the company and of the profit or loss of the company for that penod In prepanng these financial statements, the directors
are required to

- Properly select and apply accounting policies

- Present informatton, including accounting policies, n a manner that prowdes relevant, rehable, comparable and
understandable information,

- Prowde additional disclosures when compliance with the specific requirements 1n IFRSs are insufficient to enable users to
understand the impact of particular transachions, other events and conditions on the entity's financial position and financial
performance, and

- Make an assessment of the company 8 ability to continue as a going concem

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company's
transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to
ensure that the financial statements comply with the Companies Act 2006 They are also responsible for safeguarding the
assets of the company and hence for taking reasonable steps for the preventron and detection of fraud and other
uregulanties

PRINCIPAL ACTIVITIES AND REVIEW OF THE BUSINESS
"The company 15 a subsidiary of MITIE Group PLC (the Group)

Technical Facilities Management {TFM} focuses on delienng integrated faciities management and a range of technical and
energy seruces Energy management Mechamical and electncal engineering malntenance, Mational mobile servces,
Specialist techmical seruces, CarbonCare energy seraces Lighting design, projects and maintenance, Bulding
management systems and controls

Energy reduction 15 one of the key dnvers of MITIE's growth Our CarbonCare offenng forms a fundamental part of MITIE's
owerall energy servces capabilities and has helped successfully establish MITIE as a leading energy seraces business A
significant number of CarbonCare serwces are prowded by TFM and this has been further strengthened by the acquisition of
Utilyx within the TFM group The on going demand in this area 1s dnvng continued strong performance within TFM

Tha market mows towards integrated FM 15 also a major dnver for TFM as the technical maintenance of critical infrastructure
for our clients 18 key to ther operations Consequently, our technical expertise underpins the owverall integrated FM offenng
and the delivery of these contracts 1s undertaken predominantly through our TFM diusion

We hawe made further investments 1in our national mobile servces offering, which delivers a fast and responsive mobile
technical FM serwce across the UK and is developing well We have also been working with leading lighting manufacturers
to create a new servce model that embraces the initial design of LED installations, LED retro-fit projects capability and
ongoing support for LED installations
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MITIE TECHNICAL FACILITIES MANAGEMENT LIMITED

DIRECTORS REPORT continued

The foliowang indicators have been extracted from the monthly reporting processes to lustrate the type of indicators which
management uses to guide and shape the business These indicators prowde management with a balanced and appropnate
analysis of the development and performance of the business and financial position dunng the financial penod

31 March 31 March

2012 2011

Rewenue
Total annualised revenue in £ 000 536,200 4838619
Gross profit margin
Gross profit as a percentage of total revenue 1 2% 10 2%
Operating profit margtn
Operating profit as a percentage of total revenue 4 2% 2 9%
Creditor days
Trade craditors/total costs excluding employment costs and

dapreciation x 365 48 days 53 days
Days sales outstanding
Trade recenables excluding VAT/annualised revenue x 365 40 days 56 days

The Group manages its operations on a diwsiona! basis For this reason,the company's directors do not believe further key
performance indicators are necessary for an appropnate understanding of the performance and position of the business The
performance of the Group s divsions is discussed in the Group's annual report which does not form part of this report
DIVIDENDS

A divdend of £1 28 (2011 Mil) per ordinary share was approved and paid dunng the year

PRINCIPAL RISKS AND UNCERTAINTIES

We hawe an estabhished risk management and corporate govamance framework for dentifying, evaluating and managing
significant nsks faced by MITIE We recognise that nsks and uncertainties offer the potental for both upside and downside
changes within our business We employ intema! and external specialists to manage our nsk profile and regularly rewew

our system of imternal control to ensure that nsks are appropriately 1dentified and addressed

Our principal nsks and uncertainties are as detailed on pages 46 and 47 in MITIE Group PLC's 2012 Annual Repon, a copy
of which is awailable on our website at www mitie com We have summansed the nsks below

Loss of competitne position

Focus on clear strategic pnonties and developing business cases for investment in new technology and infrastructure help 1o
support our competitive position

Inadequate contract performance

Relationship management and expenenced teams are essental in mimmising the nsks that winning largescale new
busness can brng
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MITIE TECHNICAL FACILITIES MANAGEMENT LIMITED

DIRECTORS REPORT continued
Employee skills shortages

MIME is a people business and our success relies on our ability to recruit and retain the best talent throughout the
crganisation

Liquidity

Maintaimning sufficient hquidity 1s essential for ensunng that we can meet cur strategic targets and manage our day-to-day
commitments

Inabihity to support development in new markets

We utihse the local expertise of our management teams and/or extemal specialists to help manage a path into any new
markets

Market conditions negatively impacting on company performance

Risks include clhient credit nsk, pnce competition changes in govermment policy and spending, and inflation and interest rate
uncertainty We mitigate these nsks through measures such as credit insurance on going dialogue wath the financial
community and using hmits to manage our exposure to indiwdual customers and sub-contractors

Reputaticnal damage caused by employees not working to company values

The use of management systems and technology solutions to help prevent and detect fraud/economic cnme Training 1s also
utal to develop a responsible culiure

Non-comphance with legislation

The company utilises a number of resources to ensure comphance from intemal and extemal audit to extemal expert
adwsers and on going training and gudance

Crystallisation of losses on uninsured risks

The use of Group and Diwsion Business Management System and the co-ordination of QHSE, Business Risk and Insurance
nformation to revew our insurance needs on an annual basis to minimise the losses of the business

Failure of material counterparty or jJoint venture

We minimise this nsk by camying out legal revews of contracts and regular assessments of counterparties

Trading position compnsed due to system, control process failure

We hawe in place defined business management systems, policies, control framework and delegated authonties as well as
Malrcious software protection and multiple network routes 1o data centres to help mitigale the nsk of any falures

FINANCIAL RISK MANAGEMENT

The directors have revewed the financial nsk management objectives and policies of the company The directors do not
befieve there to be significant nsks in this area The company has not entered into any hedging mstruments in the cument
year as there are not believed to be any material exposures Hedging instrument assets present in 2012 have been fully
released in the year The company dpes not enter into any financial instruments for speculative purposes

Appropnate trade terms are negohated with suppliers and customers Management rewews these terms and the
relationships with supplers and customers and manages any exposure on normal trade terms The company prepares
regular forecasts of cash flow and liquidity and any requirement for addiional funding 18 managed as part of the overall MITIE
Group PLC financing arrangements
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MITIE TECHNICAL FACILITIES MANAGEMENT LIMITED
DIRECTORS REPORT continued

GOING CONCERN

Tha company is profitable and holds cash and cash equnalents of £46 3m This along with forecasts which show continued
profitability mean that the directors haw a reascnable expectation that the company and the Group hawe adequate
resources to continue 1n operational existence for the foreseeable future Thus they continue to adopt the going concermn
basis In prepanng the financial statements

PAYMENT POLICY

The company’s palicy 1s to comply wath the terms of payment agreed with a supplier Where terms are not negoliated, the
company endeawours to adhere with the supplier's standard terms  As at 31 March 2012 trade creditors, as a proportion of
amounis invoiced from suppliers for the financial year represented 48 days (2011 53 days)

ENVIRONMENT

MITIE Group PLC and its subsidianes endeavour to identify, monitor and manage the impact of therr actimties on the
envronment and are fully commiited to enwronmental accountability and protection The company operates in accordance
with Group policies which are descnbed in the Group's annual report which does not form part of this repon

EMPLOYEES

The company offers equal opportuniies to all applicants for employment whatever their sex, race or religion Disabled
persons are considered for employment, training, career development and promotion on the basis of therr aptitudes and
abilities in common with all employees, prowding the disability does not make the particular employment impractical or the
employee unable to conform to the stnngent regulations which apply to the operations of the company

The company recogmses the importance of good communications and employes relationships  In each company there 1s a
relavonship between the Chief Executive of MITIE Group PLC and indmdual employees in the company In these
conditions complex consultative procedures are seldom required to ensure that there 1s an understanding of the purpose of
the business and the commercial realities of success Employees are encouraged to become shareholders through the
Sawngs Related Share Option Scheme

CIRECTORS
The directors dunng the year and subseqguently were as follows

J 1 Clarke (appointed 29 November 2011)

M Holt

| Howarth

P F Mosley

R F Alian {appointed 30 March 2012)

R McGregor-Smith {(appointed 03 July 2012)
S C Baxter {appointed 03 July 2012)

AUDITOR

Each of the persons who 1S a director at the date of approval of this report confirs that
- So far as the director 15 aware, thare 15 no relevant audit information of which the company's auditor 1S unaware,
and

- the director has taken all the steps that he/she ought to have taken as a director 0 order to make
himself/herself aware of any relevant audit information and o establish that the company's auditor 1S aware of
that information

This cenfirmation is given and should be interpreted In accordance with the provsions of 418 of the Companies Act 2006

Deloitte LLP has indicated its willingness to be reappointed for ancther term and appropnate amrangements have been put in
place for it to be deemed reappointed as aud n the absence of an Annual General Meeting

Approved by the Board and signed on 45 behalf by

M Holt
Director

vafor{en
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
MITIE TECHNICAL FACILITIES MANAGEMENT LIMITED

We havwe audited the financial statements of MITIE Technical Faciittes Management Limited for the year ended 31 March
2012 which compnse the Income Statement, the Statement of Comprehensive Income, the Statement of Changes in Equity
the Statement of Financial Position, the Cash Flow Statement and the related notes 1 to 30 The financial reporting
framework that has been applied in their preparation 1s applicable law and Intemational Financial Reporting Standards
(IFRSs) as adopted by the European Union

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

Respective responsibilities of directors and auditor

As explained more fully n the Directors’ Responsibihties Statement, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair vew  Our respansibtity 1s to audit and express an
opinion on the financlal statements in accordance with apphcable law and Intemational Standards on Auditing {UK and
Ireland) Those standards require us to comply with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaiming ewdence about the amounts and disclosures in the financial statements suficient to ge
reasanable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or error
This includes an assessment of whether the accounting policies are appropnate to the company s circumstances and have
been consistently applied and adequately disclosed the reasonableness of significant accounting estimates made by the
directors and the owerall presentation of the financial statements In addition, we raad all the financial and non-financial
information in the annual report to identfy matenal inconsistencies with the audied financial statements K we become
aware of any apparent matenal misstatements or mconsistencies we consider the implications for our report

Opinion on financial statements
In our opinicn the financial statements

Gne a true and fair vew of the state of the company’s affairs as at 31 March 2012 and of its profit
for the year then ended,
have been properly prepared in accordance with IFRSs as adopted by the European Union, and
hawe been prepared in accordance with the requirements of the Companies Act 2006

Opinicn on other matters prescribed by the Companies Act 2006

In our optmion the information given in the Directors’ Report for the financia! year for which the financial statements are
prepared is consistent wath the financial statements

Matters on which we are required to report by exception

We hawe nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you d,
N QUr OpINICN

adequate accounting records have not been kept, or retums adequate for our audit

hawe not been received from branches not wsited by us, or

the financial statements arg not in agreement with the accounting records and retums, or
certain disclosuras of directors' remuneration specified by law are not made, or

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

@dw Lrotesn.

Colin Hudson FCA (Senior statutory auditor)
for and on behalif of Deloitte LLP

Chartered Accountants and Slatutory Auditor
London, United Kingdom

19 by HORL
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MITIE TECHNICAL FACILITIES MANAGEMENT LIMITED

INCOME STATEMENT
Year ended 31 March 2012

2012 2011

Note £000 £000
REVENUE 2 536,200 483,619
Cost of sales {475 919) (434 252)
GROSS PROFIT 60,281 49 367
Other operating expenses (4) _
Administration expenses (37,623) {35,233)
ORDINARY PROFIT 3 22 654 14,134
PROFIT ON ORDINARY ACTIVITIES BEFCORE
INTEREST AND TAXATION 22 654 14 134
Investment revenues 4 131 144
Finance costs 5 (623) (464)
PROFIT ON ORDINARY ACTIVITIES BEFORE
TAXATION 22,162 13,814
Tax charge on profit on ordinary actiwties ] (7,207} (4,138)
PROFIT FOR THE FINANCIAL YEAR 14 955 9.676

The results for the penod are wholly attnbutable to the continuing operations of the company
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MITIE TECHNICAL FACILITIES MANAGEMENT LIMITED

STATEMENT OF COMPREHENSIVE INCOME
Year ended 31 March 2012

Profit for the financial year

(Losses)gains on foreign currency contracts taken to equity
Tax on items taken directly to equity

Total comprehensive incorne for the financial year

STATEMENT OF CHANGES IN EQUITY

Balance at start of year

Profit for the year
Net income recognmised directly mn equity
Total comprehensive income for the year

Issue of share capital

Divdends paid

Own shares acquired in the penod

Credil to equity for equily-settled share-based payments
Balance at end of year

2012 2011
€000 £°000
14,955 9 676
9 26
- (7}
14,946 9,695
£'000 £:000
15,654 5,764
14 955 9,676
{9) 19
14,946 9,695
3,956 -
(8,600) -
- (40)
247 235
26 203 15,654

Equity comprises share capital, hedging resene and retained earmings
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MITIE TECHNICAL FACILITIES MANAGEMENT LIMITED

STATEMENT OF FINANCIAL POSITION

As at 31 March 2012

NON-CURRENT ASSETS
Goodwall

Other intangible assets

Property, plant and equipment
Investments

Deferred tax asset

TOTAL NON-CURRENT ASSETS

CURRENT ASSETS
Inventories

Trade and other receivables

- due withun one year

Current tax asset

Denvative financial instruments
Cash and cash equnalents
TOTAL CURRENT ASSETS

TOTAL ASSETS

EQUITY

Called up share capital
Share premium account
Hedging reserve
Retained eamings
TOTAL EQUITY

CURRENT LIABILITIES

Trade and other payables
Cumrent tax ltability

Obhgations under finance leases
Borrowings

Prowsions

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Obhgations under finance leases
TOTAL NON-CURRENT ASSETS

TOTAL EQUITY AND LIABILITIES

Note

i0
1"
12

13

14

19

2012
£'000 £:000
2 869
2231
8,452
23
576
14,151
3,255
140 249
46,345
189,849
204,000
6,739
3Ny
15,548
26 204
165,641
338
14
11,702
100
177,795
1
1
204,000

2011
£000 £'000
2,869
7,820
23
1,307
12,019
3319
141,067
2,942
12
34,753
182,093
T 194,912
6 700
9
8 945
15,654
166,241
10
11,702
487
178,440
18
18
194,112

The financial statements of MITIE Techmcal Faciities Management Limited, company registered number

00906936, were approved

They wera signed on f of the
M Holt /
Director /

e board and authonsed for 1ssue on
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MITIE TECHNICAL FACILITIES MANAGEMENT LIMITED

CASH FLOW STATEMENT
Year ended 31 March 2012

Net cash inflows from operating activities

Investing activities
Interast receivad

Proceeds on disposal of property plant and equipment

Purchases of property, plant and equipment
Purchases of trading investments
Net cash used in Investing activihes

Financing activities

Dimdends paid

Repayments of obligations under finance leases
Release on hedging resene

Proceeds on issue of shares

Cash aquired on the acquisition of a business
Net cash (used in)/from financing activities

Net increase In cash and cash equivalents

Cash and cash equivalents at beginning of year
Effect of foreign exchange differances

Cash and cash equivalents at end of year

2012
£000 £'000
21,634
131
338
{3.614)
{2,231)
(5.376)
(8 600)
(13)
9)
3,956
(4 666)
11,592
34,763
45345
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2011
£'000 £'000
6 874
124
418
{4.375)
(3.835)
3
3737
3,734
6.773
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MITIE TECHNICAL FACILITIES MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2012

1 ACCOUNTING POLICIES

MITIE Techrical Facihties Management Limited ‘the company' 18 a company mcomorated in the United
Kingdem The address of the registered office of the company 1s given on page 3

The company 1s exemp! from the preparation of consolidated financial statements, since it 1s included in the
group accounts of MITIE Group PLC  The group accounts of MITIE Group PLC are avatlable for public use
and can be obtained from the registered office

Basis of accounting

The financial statements have been prepared in accordance with Intemational Financial Reporting Standards
(IFRSs) The financial statements hawe also been prepared in accordance with IFRSs adopted by the
European Union and therefore the financial statements comply with Article 4 of the EU IAS Regulation The
financial statements have been prepared under the histoncal cost convention

Going concern
Details regarding the directors' consideration of going concem are given in the gong concern section of the
directors’ report

Revenue

Revenue 15 measured at the fair value of the consideration recened or recenable and represents amounts
recenable for goods and servces prowded in the normal course of business, net of discounts, VAT and other
sales-related taxes

The company recognises revenue when the amount of revenue can be raliably measured 1t 1s probable that
future economic benefits will flow to the entity and when specific critena hawe been met for each of the
company's activties as descnbed as follows

Services

Rewenues are recognised by reference to the stage of completion of the company's contracts In most
cases given that the sersces prowded reflect an indeterminate number of acts ower the contract term
revenue 1S recognised on a straight-ine basis Where specific works on contracts represent a sigmficant
alernent of 2 whole revenue 15 deferred until those works hawe been completed An element of the seruces
prowded relates to the prouwsion of energy where revenue 1s recognised at the point of usage by the
customer

Goodwill

Goodwill arising in a business combination 15 recognised as an asset at the date that control 1s acquired
(the acquisition date) Goodwill 1s measured as the excess of the sum of the consideration transferred over
the net amounts of the identifiable assets acquired and the habihties assumed at the acquisition date

if, after reassessment, the company's Interest In the far value of the acquiree's identlfiable net assets
exceeds the sum of the consideration transfarred, the excess 15 recognised immediately in profit or loss as
a bargain purchase gain

Goodwill 13 not amortised but is rewewed for impairment at least annually For the purpose of impairment
testing, goodwll s allocated to each of the company s cash-generating umts expected to benefit from the
synergies of the combination Cash-generating units to which goodwill has been allocated are tested for
impaiment annually, or more frequently when there 1s an indication that the unit may be impawed If the
recoverable amount of the cash-generating unit is less than the camying amount of the unit, the impaiment
loss 15 allocated first to reduce the canying amount of any goodwill allocated to the unit and then {o the
other assets of the unit pro-rata on the bas:s of the camying amount of each asset in the unit An impairment
loss recogrused for goodwill 1s not reversed in a subsequent penod

On disposal of an operation, the attnbutable amount of goodwill 1s included in the determination of the profit
or loss on disposal

Intangible assets - research and development

Research expenditure 1s wntten off as incumed Dewvelopment expenditure 15 also wntten off except where
the directors are satisfied as to the technical, commercial and financial wability of indimdual projects In
such cases, the dentifiable expenditure 1s deferred and amortised over the penod dunng which the Group 15
expected to benefit The dewelopment costs are amortised ower five years and prousion 1s made for any
impaiment
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MITIE TECHNICAL FACILITIES MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2012

Accounting Palicies continued

Proparty, plant and equipment

ltems of property, plant and equipment are stated at cost less accumulated depreciation and impaiment
lossas Depreciation 1s provded at rates calculated to wnte off the cost, less estimated residual value, of
each asset on a straight-hne basis over its expected useful iife, as follows

Plant 3 to 10 years

Equipment, fixtures & fittings 3 to 5 years

Leasehold improvements 5 to over the term of the lease years
Motor vehicles 4 years

Operating laases
Rentals paid under operating leases are charged against income on a straight-ine basis over the lease term

Finance leasas

Assets held under hire purchase arrangements, which confer nghts and obligations similar to those attached
to currenl assets, are capitalised as tangible fixed assets and depreciated over the shorter of the lease
terms and vseful ves The capital elements of future hire purchase cbligations are recorded as liabilities,
while the interest elements are charged to the income statement over the period of the lease to prowde a
constant rate of change on the balance of capital repayments outstanding

Investments
Investments held as fixed assels are stated at cost less provsion for any impaiment

Inventones
Inventones and work in progress ane valued at the lower of cost and net realisable value

Hedge accounting

The company uses dematie financial instruments such as interest rate swaps to hedge and manage risks
associated with interest Hedges of foreign exchange nsk on fim commitments are accounted for as cash
flow hedges

At the inception of the transaction the company assesses the nsk of the transaction in accordance with its
nsk managment strategy and documents the relatonship hetween the hedge instrument and the
transaction The company documents whether the hedge instrument is highly effective, both at inception and
on an ongoing basis at offsetting the movement in fair values or cash flows of the hedged transaction

Cash flow hedges
The effective portion of the gain or loss on the hedging item 15 deferred in equity  The ineffective portion s
recognised immediately in the income statement

Provisions

Prowsions are recognised when the company has a present cbligation (legal or constrnuctive} as a result of a
past event, and it 1s probable that the company wili be required to settle that obligation and a reliabie
estimate can be made of the amount of the obhgation

The amount recogrised as a prowsion Is the best estimate of the consideration required to settle the present
obligation at the statement of financial postion date, taking into account the nsks and uncertainties
surrounding the obligation Where a provision is measured using the cash flows estimated to settle the
present obligation, s camying amount 15 the present value of those cash flows

When some or all of the economic benefits required to settle a prowsion are expected to be recovered from a

third party, a receivable 1s recognised as an asset if it 1s wrtually certain that reimbursement will be received
and the amount of the recevable can be measured reliably
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MITIE TECHNICAL FACILITIES MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2012

Accounting Policies continued

Foreign currencies
The financial statements are presented in the cumency of the pnmary economic enwronment in which the
company operates (its functional cumency), which 1s pounds sterling

In preparing the financial statements transactions In currencees other than the entity’s functional cumency
(foreign currencias} are recognised at the rates of exchange prevailing on the dates of the transactions At
each statement of financial position date, monetary assets and habilties that are denonminated in foreign
currencies are retranslated at the rates prevailing at that date Non-monetary items camed al far value that
are denominated in foreign cumencles are translated at the rates prevailing at the date when the farr walue
was determined Non-monetary items that are measured in terms of histoncal cost in a foreign curency are
not retranslated

Exchange differences are recognised in profit or loss in the penod in which they anse except for

- exchange differences on foreign cumency bomowtngs relating to assets under construction for future
produchive use, which are included in the cost of those assets when they are regarded as an adjustment to
Interest costs on those foreign curmency bormmowings

- exchange differences on transactions entered into to hedge certan foreign cumency nsks (see below under
financial instruments / hedge accounting), and

- exchange differences on monetary items recenable from or payable to a foreign operation for which
seitlement 15 neither planned nor hikely to cccur {therefore forming part of the net investment in the foreign
operation) which are recogmised imitialty in other comprehensive income and reclassified from equity to profit
or loss on disposal or partial disposal of the net investment

Derivative financial instruments

Financial assets and habikties are recognised in the company's statement of financial position when the
company becomes a party tc the contractual prowsions of the instrumenmt The company derecogrises
financial assets and liabiities only when the contractual nghts and obligations are discharged or expire

Assets that are assessed not to be indmdually impaired are subsequently assessed for impairment on a
collective basis Objective ewdence of impaimment for a portfolio of recenables includes the company's past
expenences of collecting payments, the number of delayed payments in the portfolio past the awerage credit
penod as well as obsenable changes in national or local economic condibions that correlate with default on
recenables

The camying amount of the financial asset 1s reduced by the impairment loss directly with the exception of
trade recenables, where the camying amount 13 reduced through the use of an allowance account When a
trade recenable 1s considered uncollectable, 1t 1s wntten off against the allowance account Subsequent
recovenes of amounts prewcusly wntten off are credited against the allowance account Changes in the
carrying amount of the allowances account are recognised in the ncome statement

The company uses demative financial instruments such as forward foreign exchange contracts 10 manage
nsks associated with exchange rate fluctuations Such denvative financial instruments are stated at far
value through income statement

Equity instruments issued by the company are recorded at the proceeds received net of direct 1ssue costs

All financial instruments are held at amortised cost with the exception of denvative financial instruments
which are classified as far value through income statemaent
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MITIE TECHNICAL FACILITIES MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2012

Accounttng Policies conttnued

Taxation

The tax cumently payable 1s based on taxable profit for the year Taxable profit differs from net profit as
reported in the income siatement because i excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible The company's
habhty for curment tax 1s calculated using tax rates that hawe been enacted or substantively enacted by the
statement of financial position date

Deferred tax 15 the tax expected to be payable or recowerable on differences between the carrying amounts
of assets and habihties in the financial statements and the comesponding tax bases used in the computation
of taxable profit, and 15 accounted for using the statement of financial position hability method Deferred tax
habihties are generally recogrnised for all taxable temporary differences and deferred tax assels are
recognised to the extent that it 15 probable that taxable profits will be avallable against which deductuble
temporary differences can be utilised Such assets and liabiliies are not recogmsed f the temporary
diflerence arises from the inihal recognition of goodwill or from the initial recognition (other than in a business
combination) of other assets and llablities 1n a transaction that affects neither the laxable profit nor the
accounting profit

Deferred tax liabihties are recogrmised for taxable temporary differences amsing on mwestments in
subsidianes and associates, and interests in joint ventures, except where the company 1s able to control the
reversal of the temporary difference and it 1s probable that the temporary difference will not reverse in the
foreseeable future

The camying amount of deferred tax assets 1s rewewed at each statement of financial position date and
reduced to the extent that it 1s no longer probable that sufficient taxable profits will be availlable to allow all or
part of the asset to be recovered

Deferred tax 1s calculated at the tax rates that are expected to apply n the penod when the lability 1s
settled or the asset 1s realised based on tax laws and rates that have been enacted at the statement of
financial position date Deferred tax 1s charged or credited in the income statement, except when it relates
to items charged or credited In other comprehensive income, in which case the deferred tax is also dealt
with 1n other comprehensive income

Deferred tax assets and habilies are offset when there 1s a legally enforceable nght to set off current tax
assets aganst cument tax habilities and when they relate to income taxes lewed by the same taxation
authonty and the company intends to settle 1its current tax assets and habiliies on a net basis

Pension costs

The company participates in the MITIE Group PLC Pension Schemes One 1s a defned benefit multi
employer scheme, the assels and habiibes of which are held ndependently from the group For the
purposes of Financial Reporting Standard 17 (‘Retirement Benefits’), the company has been unable to
identify its share of the underying assets and kabilities in the mamn group scheme on a consistent and
regsonable basis Therefore the company 1s accounting for contnbutions to the scheme as if it were a
defined contnbution scheme

For defined contnbution schemes the amount charged to the income statement is the contributions payable
in the year

Share-based payments

The company participates in a number of MITIE Group PLC executive and employee share option schemes
For all grants of share options the farr value as at the date of grant s calculated using the Black-Scholes
model and the comesponding expense I1s recogmsed on a straightline basis over the vesting penod based
on the company's estimate of shares that wilt actually vest

Page 16 of 34




MITIE TECHNICAL FACILITIES MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2012

Accounting Policies contihued

Financial risk management
Hedging instruments hetd in the pnor year have been settled in the cument year

Crodit risk

Management has a credit nsk policy In place The company s exposure to credit nsk 18 momitored on an
ongoing basis Credit evaluahons are performed on all hew customers requiing credit over a set amount
The company does not require collateral In respect of financial assets

Maximum exposure to credit nsk is represented by the carmying value of trade receivables

Liquidity risk

Management momilors rolling forecasts of the company's iquidity position and cash and cash equialents on
the basis of expecled cash flow This 15 generally camed out at the group level in accordance with the
practice and kmits set by MITMIE Group PLC In addition, the groups hguidity management policy invoives
monitonng key statement of financial posiion rations against set intemal measures

The maximum exposure to iguidity nsk 15 represented by the carmrying value of trade payables which hawe a
contractual matunty withmn six months

Segmental reporting

A segment 15 a distinguishable compenent of the company that 1s engaged either in prowding products or
seruces (business segment) or «n prowding products or seraces within a particular economic ermaronment
(geographical segment), which is subject to nsks and rewards different from those of the other segments

Intangible assets - research and development

Research expenditure 1s wntten off as incumed Development expenditura 1S also wniten off, except where
the dieclors are satisfied as to the techmcal, commercia! and financial wability of indmdual projects  In
such cases, the dentifiable expenditure 1s deferred and amortised over the period dunng which the Group 1s
expected to benefit The dewlopment costs are amortised over five years and prouwsion 1s made for any
impaimrment
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MITIE TECHNICAL FACILITIES MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2012

2 SEGMENTAL ANALYSIS

Segment information 15 presented in respect of the company's business segments snd 15 based on the company's
management and intemal reperting structure  All segments operate entirely within ihe Uniled Kingdom

Inter-segment
Segment results, assets and habihties include items directly attnbutable to a segment as well as tems that can be allocated

on a reasonable basis Unallocatable items comprise mainly income-earning assets and revenue, mterest-bearing loans and
expenses, and corporate assets and expenses

Segment capital expenditure 1s the total cost incumred dunng the penod to acquire segment assets that are expected to be
used for more than one penod

Commercial Rall Retail, lighting and Total
electrical

2012 2011 2012 2011 2012 2011 2012 2011

£000 £'000 £°000 £000 £000 £000 £'000 £000
Total revenue 458,005 433,012 14,853 15 056 63,542 35,551 536,200 483,619
Segment resull 19,305 9,622 3,439 2,062 274 3 €70 23018 15 354
Unallocated expenses - {1,540)
Profit before tax 23,018 13,814
Income tax expense {7,207) {4,138)
Profit for the
financial
period 15 811 9 676
Segment assets 157,320 161,873 3,295 3,757 29,234 9,485 189,849 175,115
Assets acquined - - 18,997 - 18,997
Unallocated assets -
Total assets 189,849 194,112
Segmental habiliies 151,189 161,188 1,862 2,307 24,744 3.877 177 795 167 372
Liabiliies acquired - - - 11,086 - 11,086
Unallocated habiities -
Total liabilities 177,795 178,458

3 PROFIT FOR THE FINANCIAL YEAR

2012 2011
£°000 £000
Profit for the year is stated after charging
Depreciation of property, plant and equipment
owned 2,429 2 402
held under finance leases and hire purchase contracts 200 259
Staff costs 151,982 142,750
Operating lease rentals
plant ang machinery 5133 33N
other 2 548 1,593
Loss on disposal of tangible fixed assets 14 289
Fees payable to the company's auditor for the audit of the
company's annual accounts 140 9

The company has taken the exarnption available to it not to disclose separately imfornation about fees
for non-audit services prowded to the company as this information 1s available in the consolidated
financial statements of MITIE Group PLC
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MITIE TECHNICAL FACILITIES MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2012

4

INVESTMENT REVENUES

2012 2011

£'000 £'000
Bank interest 131 144
FINANCE COSTS

2012 2011

£'000 £'000
Bank interest 112 8
Interest on loan due to parent company 469 351
Other 42 105

623 464
TAX 2012 2011

£'000 £000
{a) Analysis of charge in the year
United Kingdom corporation tax at 26% (2011 28%) 5,817 4,040
Adjustment mn respect of pnor years 649 (2 744}
Total current tax 6,466 1,296
Deferred taxation (see note 12)
Tining differences - ongination and reversal (112) (104)
Adjustment in respact of pnor years 853 2,946
Total recognised In the income statement {note 6{b})) 7,207 4 138

{b) Factors affecting tax charge in the year per the income statement as follows

The tax assessed for the penod differs from that resulting from applying the standard rate of corporation
tax in the UK of 26% (2011 28%) thereon

£'000 £'000
Profit on ordinary actimties before tax 22,1682 13,814
£000 £'000
Tax at 26% {2011 2B%) 5762 3 868
Expenses not deducitble for tax purposes 57 (18)
Capital allowances in excess of depreciation 22 -
Rehef in respect of employee share opticns {90} 86
Other urming differences 66 -
Adjustments to tax charge in respect of pnor
years 1 502 202
Timing differences - cngination and reversal {112)
Tax charge for the year (note 6{a}) 7,207 4,138

The UK Government announced a reduction in the UK corporation tax rate from 26% to 24% from 1
Apnl 2012, which was subsequently enacted on 26 March 2012 The mduction n the statement of
financial position carrying value of deferred tax assets and habilities to reflect the rate of tax at which
those assets are expected toc revarse havwe not had a matenal impact on the cument year tax charge
The UK Governiment has indicated that it intends to enact further reductions in the main tax rate of 1%
each year down to 22% by 1 Apnl 2014 Future rate reducticns would further reduce the UK deferred
tax assets and labities recogrised but the actual impact will be dependent on the deferred tax
position at the time
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2012

7

DIVIDENDS
The divdends approved and paid in the year are as follows 2012 2011
£°000 £'000
£1 28 (2011 £0 00) per Crdinary A 8 600 -
8,600 B
GOODWILL 2012 201
£°000 £°000
Goodwill at stant of year 2,869 2,869
Goodwill at end of year 2,869 2,869

Goodwill relates to the company's acquisition of the trade and assets of MITIE Engineenng
Maintenance Limited MITIE Engineenng Maintenance (North) Limited and MITIE Engineenng

Mamntenance (Caledonia) bimited on 31 March 2010

The directors are of the vew that the operations of the company are a single cash-generating unit and

have therefore allocated all goodwll to that cash-generating unit

Goodwill 1s subject to annual impaiment revews based upan the value In the use of the relevant cash-

generating umt

OTHER INTANGIBLE ASSETS

Development

Costs
£'000
Cost
At 1 Apnl 2011 R
Additions 2231
At 31 March 2012 2,23
Net book value
At 31 March 2012 2,231

At 31 March 2011 -

The amortisation penod for development costs incumed 1s 5 years commencing from completion

Dunng the year there was considerable investment by the business in CarbonCare, the MITIE-wide energy
seruces offenng This brand {(acquired when MITIE purchased Dalkia FM in August 2009) has created and
enhanced some of MITIE's unique selling propositions, which have begun to significantly differentiate the
business within its market place Cests in relation to deweloping the market cffenng from the original concept
have been capitalised in the year CarbonCare now encompasses and draws upon the full range of seraces
that MITIE can prowde and self-deliver, and significant bid actmty within MITIE will hawe considered

CarbonCare pnnciples
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2012

10 PROPERTY, PLANT AND EQUIPMENT
Plant Equipment, Leasehold Motor Total
fixtures & improvements vehicles
fitings
EQ00 £'000 £'000 £°000 £°000
Cost or valuation
At 1 Apnl 2010 765 5,472 - 3,525 9,762
Additions 18 1,237 898 2,222 4,375
Acquisition of businesses 87 28 36 157 288
Disposals {115) (1316) - {319) {1,750)
Transfers in from group companies {207) 221 - (14) -
Transfers out to group companies - {769) - - (769)
At 1 Apnl 2011 528 4,873 934 5,671 11,906
Additions 17 1,032 90 2,474 3,613
Disposals (68) {308) - (724) {1,100}
At 31 March 2012 477 5,507 1,024 7.321 14,419
Depreciation
At 1 Apnl 2010 482 2,758 - - 3240
Charge for the year 30 1,400 86 1,145 2 661
Disposals (115) (1,031) - (166) (1312)
Transfers out to group companies - {503) - - {503)
At 1 April 2011 397 2624 86 979 4,086
Charge for the year 81 886 57 1,625 2,629
Disposals (64) {293) - {391) (748)
At 31 March 2012 394 3,217 143 2,213 5,967
Net book value
At 31 March 2012 83 2,380 881 5108 8,452
At 31 March 2011 131 2,249 B48 4 592 7 820
At 31 March 2010 283 2,714 - 3 525 6 522
Leased assets Iinciuded above
Net book value
At 31 March 2012 - - - 347 347
At 31 March 2011 - - - 747 747
At 31 March 2010 - - - 1,066 1,066
11 FIXED ASSET INVESTMENTS 2012 2011
£000 £°000
Investments start and end of year 23 23

The investments balance at 31 March 2012 represents interests in the followming companies, all of which
are incorporated in Great Bntain

Name of subsidiary Principal Class of Percaentage of Country of
activity shares hold shares and incorporation
voting nghts
held %
Goldfield Efectronics Seacunty 20p 100 Engtand
Limited Systems Crdinary
Shares

The company has taken advantage of Section 400 of the Compames Act 2006 and therefore no
consolidated financial s{atements have been prepared
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12

13

14

DEFERRED TAX
The deferred tax asset compnses the following

Depreciation In excess of capital allowances
Share-based payment timing difference
Other timing differences

Balance at the beginning of the year
Charged to profit or loss

Deferred tax asset acquired
Balance at the end of the year

INVENTORIES

Raw matenals
Work in progress

TRADE AND OTHER RECEIVABLES

Cument amounts falling due within one year
Trade recenables

Amounts recoverable on contracts
Amounts owed by Group undertakings
Other debtors

Prepayments and accrued income

The ageing of trade recenables net of allowances for iImparment, al the reporting date was

Not past due

Past due 0 to 30 days
Past due 31 to 90 days
Past due 91 to 180 days
Past due 181 to 365 days

2012 2011
£000 £000
400 706
116 35
60 565
576 1,306
£000 £'000
1,306 4,059
(741) (2.842)
1 89
576 1,308
2012 2011
£000 £000
1659 1,386
1506 1,833
3 255 3,319
2012 2011
£000 £000
84,972 99,180
33,005 22 138
10,706 8850
748 6,376
9,828 4,523
120,245 141,067
2012 2011
£000 £'000
68,220 69,241
3,357 17,953
4,369 7,566
7,400 4,420
1,626 -
84,072 99 180

The movement in the allowance for impairment in respect of trade recenables dunng the year was as

follows

Balance at the beginning of the year
Impairment losses recognised in the year
Impawrment losses acquired

Impairment losses reversed

Balance at the end of the year

Based on past expenence the company believes that no imparment allowance s

respect of trade recervables not past due

2012 2011
£000 £000
3170 3109
(962} {1,241)
- 29
(1,858) 1,273
350 3,170
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NOTES TC THE FINANCIAL STATEMENTS
Year ended 31 March 2012

15 TRADE AND OTHER PAYABLES

Payments receinved on account

Trade payables

Amounts owed to Group undertakings

Other taxation and social secunty

GCther payables

Accruals and deferred income

Defined contnbution pension scheme accrual

16 OBLIGATIONS UNDER FINANCE LEASES
Minimum lease payments
Amounts payable under finance leases
- withun one year
- in the secord to fifth years inclusive
Present value of minimum lease payments
Amounts payabla under finance leases

- within one year
-n the second to fith years inclusive

Analysed as.
- Amounts due for settlement within 12 months {shown in

current habilities)
- Amounts due for settlement after 12 months

2012 2011
£'000 £'000
1,247 1,187
56,611 55 937
46,694 39,923
17,234 18 427

74 -

43 375 50,407
406 360
165,641 166 241
2012 2011
£'000 £000
14 10

1 18

15 28
£000 £000
14 10

1 18

15 28
£'000 £'000
14 10

1 18

15 28

The average remaiming lease term 1s 7 months (2011 14 months) All leases are on a fixed repayment
basis and no arrangements have been entered into any contigent rental payments All lease obligations
are denominated in Stering The company's obligations under finance leases are secured against the

lessor's nght to leased assets

17 BORROWINGS
Unsacured borrowings at amortised cost
Bank overdrafts
Loans from related parties
Total borrowings
Analysed as.

- Amounts due for settlement within 12 months

2012 201

£'000 £000
11702 11,702
11,702 11,702

£'000 E£'000
11,702 11,702
11,702 11,702
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18

19

20

PROVISIONS Leasehold
property Onerous
dilapidations contracts
provision pravision Total
£'000 £'000 £000
At 1 Apnl 2011 287 200 487
Utiisation of prowsion {187) {200) (387)
At 31 March 2012 100 - 100

The leasehold property dilapidation provwsion 18 based on an assessment of the cost of
reinstatement and repairs in accordance wath contract terms on leasehold properties curently
occupied by the company

The cnerous contract provsion relating to the camying value of EPS Flre and Secunty Limited
balance sheet as at 30 June 2010 was released dunng the year

CALLED UP SHARE CAPITAL 2012 2011
£'000 £'000

Alotted, called up and fully paid

6,700 000 £1 Ordinary A 6,700 3,350

3,956 166 £0 01 Ordinary B 39 3,350

1 £1 Ordinary C - -
6,739 6,700

The company allotted Ordinary B shares with a nominal walue of £39,562 and Ordinary C shares with a
nominal value of £1 The recapitalisation was In relation to further investment from the parent company

A reclassification of 3,350,000 Ordinary B shares to Ordinary A shares was agreed upon and made
dunng the year There 1s no difference in the nghts of 'A', 'B' and 'C' ordinary shares

Capital management
The Board’s policy when managing capial 15 to safeguard the company's ability to continue as a going
concem In order to proude retums to shareholders and benefits to other stakeholders, and to sustan the

future dewelopment of the business In order to maintain or adjust the capital structure, the company
may 1ssue new shares or raise medium/long-term debt

RECONCILIATION OF MOVEMENT IN CAPITAL AND RESERVES

Share Share Hedging Retalned Total
capital premium resarve earnings
£000 £000 £'000 £'000 £000

At 1 April 2010 6.700 - 49 (985) 5,764
Net cost of foreign cumrency forward
contracts recognised directly in
equity - - {40} - (40)
Profit for the year - - - 8.676 9 676
Credit to equity for equity-settled - - - 235 235
share-based paymaents
Deferrred tax on share-based
payment transactions - - - 19 19
At 1 Aprll 2011 6,700 - 9 8,945 15,654
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Reserves continued

21

Issue of share capital 39 3,917 - - 3,956

Net cost of foreign cumency forward - - 9) - {9}
contracts recognised directly in

equity

Profit for the year - - - 14 955 14,955
Credit to equity for equity-settled - - - 248 248

share-based payments

Divdends - - - (8 600) {8,600)
At 31 March 2012 6,739 3,917 - 15 548 26 204

The hedging reserve represents the cumulative portion of gains and losses on hedging instruments
deemed effective in cash flow hedges The cumulative deferred gain or loss on the hedging instrument 1s
recognised in profit or loss only when the hedged transaction impacts the profit or loss, or1s included as
a basis adjustment to the non-financial hedged item consistent with the applicable accounting policy

The share premium account represents the value of the investment by MITIE Techmical Facilities
Management Holdings Limited in excess of the share capital pruchased as part of the iInvestment

FINANCIAL COMMITMENTS

At the statement of financial position date 1he company had outstanding commitments for future miimum
lease payments under non-cancellable operating leases which fall due as follows

2012 2011
Land and Cther Tetal Landand Other Total
buildings buildings
£000 £'000 £000 £000 £'000 £000
Within one year 1,043 4130 5173 1,515 3,084 5,499
In two to five vears inclusive 627 5 316 5,943 2,056 4,661 6,717
1670 9,446 11,116 3,571 8,645 12216

The awerage lease term 1s 22 months
Commitments on behalf of group undertakings

The company 1s party with other group undertakings to cross-guarantees each others' bank overdrafts and
loans

2012 2011
£'000 £000
Owerall commitment 187 300 195,300

Contractual guarantees

The company has an outstanding contractual guarantee with Barclays Bank PLC in relation 1o its trading
relationship with the London Borough of Hillingdon

Other guarantees
The company had capital commitments amounting to £5 000 (2011 £54,000) In additton the company I1s
registered with HM Revenue & Customs as a member of a group for VAT purposes, and, as a resull 1s

jointly and sewerally lable on a continuing basis for amounts owing by other members of that group in
respact of unapid VAT
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22

23

NOTES TO THE CASH FLOW STATEMENT

Profit for the year

Adjustments for

Investment revenues

Finance costs

Income tax expense

Depreciation of property, plant and equipment
Share-based payment charge

Loss on disposal of property plant and equipment
Operating cash flows before movemants In
worklng capital

Decrease in prowsions

Decrease in inveniones
Decrease/(increase) in recenables
(Decrease)increase in payables
Cash generated by operations

Tax paid
Interest pavd
Net cash from operating activities

EMOLUMENTS OF THE COMPANY'S DIRECTORS

The emciments of the directors of the company were
- Aggregate emoluments

- Aggregate value of contnbutions paid {o a

money purchase pension scheme

Highest paid director

- Aggregate emotuments

- Aggregate walue of contnbutions pad to a
money purchase pension schame

The number of directors who
- were mambers of a defined benefit pension schema

- were members of a defined contnbution pension scheme

exercised share oplions in the year

2012 2011
£'000 £°000
14,955 9,676
{131) (144)
623 454
7,430 4,138
2,629 2 661
248 235
14 289
25,768 17,319
(387) (951)
64 4,085
830 (35,479}
(600) 26,503
25,675 11,488
(3.418) (4,150)
(623) (454)
21634 6 874
2012 2011
£000 £'000
1,039 581
45 -
1084 581
£'000 £'000
383 354
26 -
409 354
No No
2 .
2 -

The highest paid director did not exercise share options in the year
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24

25

STAFF COSTS
Number of employees

The average number of persons (including directors) employed by the company dunng the financial year
was

2012 2011
No No
Operations 4,144 3,565
Administration 461 803
4,605 4,368
Employment cost £'000 £'000
Wages and salanes 134,636 127,452
Social secunty costs 14,288 12,787
Other pension ¢osts 2,231 2,268
Contnbutions to group defined benefit plan 574 8
Share-based payment 253 235
151 982 142,750

SHARE-BASED PAYMENTS

Equity-settied share option schemes
The company participates in the following MITIE Group PLC share optiocn schemes

The MITIE Group PLC Long-Term incentive Plan (LTIP)

The LTIP was introduced m 2007 The awards of shares or nghts to acquire shares (the awards) are
offered to a small number of key senior management Where offered as options the exercise pnce 1s nil
The westing penod is three years I the awards remain unexercised after a penod of four years from the
date of grant, the awards expire The awards may be forfeited if the employee leaves the group Before
tha awards can be exercised, a performance condition must be satisfied, the number of awards that
vest is determined by a shding scale based on growth in eamings per share over a three-year penod

The MITIE Group PLC 2001 Executive share option scheme

The Executive share option scheme exercise pnce 1s equal lo the average market value of the shares
over the five-day penod immediately preceding the date of grant The vesting period 1s three years I the
options reman unexercised after a penod 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 1s hinked to the percentage growth
i eamings per share over a three-year penod

The MITIE Group PLC 2001 SAYE scheme

The SAYE scheme 1s open to all employees The exercise pnce 1s not less than B0 0% of the market
value of the shares on the day preceding the date on which inmtations 1o paricipate in the scheme are
issued For options granted pnor to September 2008 the westing penod 1s fiwe years For options
granted 1in September 2008 and thereafter, the vesting penod 15 three years I the oplions remain
unexercised afler a period of six months from the date of vesting, the options expire Oplions may be
forfeited If the employee leaves the group
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Share Based Payments continued

Details of the share options outstanding dunng the year are as foliows

2012 201
Weighted Woeighted
average average
Number of exercise price Number of exercise pnce
share options {in p) share options {in p}
Qutstanding at beginning of
the year 2,471,589 186 1,226,521 193
Granted dunng the year 903,924 144 1,396,807 173
Forfeited dunng the year {193 025) 246 {153,554} 145
Transfered from Group
subsidianes dunng the year 360 469 151 121 027 163
Exercised dunng the year {557 594) 185 (119,212) 145
Outstanding at end of the 2 985 363 165 2,471 589 186
year
Exercisable at end of year 388,106 184 171,473 216
The company recognised the following expense related to share-based payments
2012 2011
£000 £°000
2001 Executrve share options 130 64
2001 Sawngs Related share options 129 115
Long-term incentive plan scheme (LTIP) (6) 56
253 235
2012 2011
The weighted average share pnce at the date of exercise for share
options exercised dunng the year was (p) 247 202
The options outstanding at the year-end had a weighted average
pnice of (p) 165 182
The options outstanding at the year-end had a weighted awerage
remaning contractual life of (years) 5 5
The company granted options «n the penod as detalled below
Share schame Falr value
ESQOS 176,361
LTIP 559,214

The farr value of options is measured by use of the Black-Scholes model The inputs into the Slack-

Scholes model are as follows

2012
Share price (p) 191 to 243
Exercise pnee (p) D to 254
Expected volatiity (%) 28 to 36
Expected life (years) 36
Risk-free rate (%) 14810525
Expected dimdends (%) 22210410

201

160 to 243
Oto 254
27 to 36
3to b
14910525
211t0393

Expected wlatility was based on histoncal wolatihty ower the expected Iife of the schemes The
axpected hfe 15 based upon historical data and has been adjusted based on management s best
astimates for the effects of non-transferability exercise restnctions and behawoural considerations
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26 PENSION ARRANGEMENTS

27

Defined benefit schemes

The company participates i the MITIE Group PLC Pension Scheme This 1s a defined benefit multi-
employer scheme the assets and lhabiities of which are held independently from the Group For the
purposes of IAS 19 { Employee Benefits } the company has been unable to identify its shara of the
underlying assets and habilities in the main Group scheme on a consistent and reasonable basis
Therefore the company 1s accounting for contnbutions to the scheme as if it were a defined contribution
scheme Note 24 to the Report and Accounts of the Group sets out the details of the International
Accounting Standard 19 ‘Employee Benefits' net pension deficit of £17 2m (2011 deficit of £3m)

Employer contnbutions to the scheme for the penod are shown in Note 24 The agreed contnbution rate

for employee and employer contributions for the next 12 months 1s 18 5% (2011 17 5%)

Defined contribution schemes

Contnbutions to the Group’s defined contribution pension scheme amounted to £ 2,154 000

(2011 £ 2,187,000 )

RELATED PARTY TRANSACTIONS

The company has a relaled party relationship wath other subsidianes of MITIE Group PLC Transactions with group companies

are disclosed below

Related party Transaction amount
2012 201
£'000 £'000

Cole Motors Ltd 168 49

Cole Motors Ltd (36) {109)

EPS Ltd - 129

Goldfield Electronics Ltd - -

MITIE Asset Management Ltd 6 958

MITIE Bult Enwronment Ltd 302 -

MITIE Built Enwronment Ltd (77) -

MITIE Business Seruces Ltd 561 322

MITIE Business Servces Ltd {3.137) {1,823)

MITIE Care & Custody Ltd 181 -

MITIE Care & Custody Ltd - (5)

MITIE Catenng Ltd 52 5

MITIE Catenng Ltd (2,416) {1,329)

MME Cleaning & Envronmental Seruces

Consohdated Group 481 860

MITIE Cleaning & Envuronmental Seraces

Consohdated Group {39,035) {34,108)

MITIE Cleaning Waste & Envwronmental Lid - (290)

MITIE Chent Servces Ltd 1,062 -

MITIE Chent Seruces Ltd (1 537) {511)

MITIE DeepRed 55 Ltd (1} -

MITIE Deutschland Gmbh 178 41

MITIE Deutschland Gmbh (40) -

MITIE Decument Seruces Ltd 1 1

MITIE Document Seruces Ltd (57) (94)

MITIE Energy Ltd - 20

MITIE Energy Ltd @11 (577)

MITIE Engineenng Ltd - 3

MITIE Engineenng Ltd - (1)

MITIE Engineenng Seruces (Midlands) Lid 19 48

MITIE Engineering Servces (Midlands) Ltd
MITIE Engineenng Maintenance (Caledoria) Ltd
MITIE Engineenng Maintenance (North) Ltd
MITIE Engineenng Maintenance (South West)
Ltd

3)
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2012
£'000

12
133
656

104
{438)
232
(858)

21

55
(819

1]

(8 142)
161
(657}

(40}

(2)

Year-ond balance

2011
£'000

(5)
129
656

1

63
(692)

(82)
197

(4 496)
{594)

(43

41

1
(8}

(12)
37
2 767)
{4,022)

(1,323)
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Related Party Transactions continued

MITIE Engineenng Mamtenance {West) Ltd
MITIE Engineenng Maintenance Ltd
MITE Engineenng Seruces (S West) Ltd
MITIE Engineenng Servuces (Retall) Ltd
MITIE Engineenng Seruces (S East) Ltd
MITIE Engineenng Seruces (S East} Lid
MITIE Engineenng Servces (Wales) Ltd
MITIE Engineering Seruces {(Wales) Ltd
MITIE Engineenng Servces (Edinburgh) Ltd
MITIE Engineenng Servces Ltd

MITIE Engineenng Seruces Ltd

MITIE Facilites Management Ltd (Ire)
MITE Facilites Management Ltd (Ire)
MITIE Facilities Seruces Lid

MITIE Facilities Seracas Ltd

MITIE France SA

MITIE Group Plc

MITIE Group Plc

MITIE Healthcare Energy Seraces Ltd
MITIE Healthcare Energy Seruces Lid
MITIE Infrastructure Ltd

MITE Infrastructure Ltd

MITIE Intenors Ltd

MITIE Intenors Ltd

MITIE Justice Ltd

MITIE Landscape Ltd

MITIE Landscape Ltd

MITIE Lighting Ltd

MITIE Lighting Ltd

MITIE Ltd (lre)

MITIE Managed Seruces {South) Ltd
MITIE Managed Seruces {South) Lid
MITIE Managed Seruces (SW & Wales) Ltd
MITIE Managed Seruces Ltd

MITIE Managed Serwces Ltd

MITIE Norge Aksjeselskap

MITE Pest Control Ltd

MITIE PFI Ltd

MITIE PFI Ltd

MITIE Polska Sp Zoo

MITIE Property Investments Ltd

MITIE Property investments Ltd

MITIE Property Seruces (East) Ltd
MITIE Properly Seruces (East) Ltd
MITIE Property Seruces {Midlands} Ltd
MITIE Property Seruces (Midlands) Ltd
MITIE Property Servces (North) Lid
MITIE Property Seruces {North) Ltd
MITE Property Seruces {Scotland) Ltd
MITE Property Servuces (South) Ltd
MITIE Property Seruces (West) Lid
MITIE Property Seruces UK Ltd

MITIE Property Seruces UK Ltd

MITIE Secunty London Ltd

MITIE Secunty London Ltd

MITE Secunty Ltd

MITIE Secunty Ltd

MITE Secunty Systems Ltd

MITIE Secunty Systems Ltd

MITIE Suomi Qy

MITE Swenge AB

399
29

(219)

10
(4)

20,785
(175)
18
374
(55)
1032

108
{127)

o7
146
22
(1,818)

(11
3,882
(1)

1,539
(26)

264
(358)

1,430

(5 862)

{1,296)
686
(20,396)
167
(588)
45
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7 708
{(153)

3
5,962
{937)
954
(250)
214
(38)
340
(1}

2
(1,483)
14,295
{12,243)
1,616
()]
103
2,075
{51}

57
{193)
1,588
3)

47

61
(182)
78
(13)

()

(7

(1¢)

(942)
129
(538)
689
(14,663)
182
(530)
1"
1

(331)
(10 472)

11
(32)

5,365
(457)

135
(11,702)

129

63

136

]
(917)

(7.911)
(26)
1,312
(&
25
209

(166)
306
CO]

21

249
{1,246)

{410)
{148)

{10,472)

(5}
119

2,590
(212)

3

118
{(11,702)

194

1
{41)

(80)

7

{1 185)
25
{42}

1

1
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Related Party Transactions continued

MITIE Tilley Roofing Ltd {263) {218) (22) (25)
MITIE Transport Seruces Ltd 7 3] - 9
MITIE Transport Seruces Ltd {109) (19) {13 (18)
MTFM Holdings Ltd 257 - 338 -
Parkersell Lid - - (3 338) {3,338}
Pinniger & Partners Ltd 100 - 443 595
Pinniger & Partners Ltd - (4) - (C)]
Ltlyx Lid I - 373 -

28 FINANCIAL INSTRUMENTS

Foreign currency risk management

The company undertakes transachons denominated in foreign currencies, consequently exposures to
exchange rate fluctuations anse Exchange rate exposures are managed within approved policy
parameters utithsing forward foreign exchange contracts

Exposure to currency nsk anses in the normal course of the company's business A cash at bank
balance of US$623,524 {£390,190) was held at 31 March 2012, this was not designated as a hedging
nstrument by management at 31 March 2012 No habities are denominated in a foreign cummency at 31
March 2012 (2011 NIl

Foreign currency sensitivity analysis

Exposure to curency nsk in the year s In connection with the nomal course of the company's
business, specifically on purchase transactions where the supply is denominated and settled in forexgn
currency and on the retranstaticn at closing spot rate of the bank balarce assets held and denominated
in USE The gains and losses are taken to the income statement as incumred, in the year ended 31
March 2012 the net profit/loss on foreign exchange totalled £l Management assesses sensitivty to
currency nsk to be very low

Forward foreign exchange contracts
At 31 March 2012 all US Dollar forward contracts had matured and as such none were designated as
hedging istruments (2011 one US Dollar forward contract of US5416,000 matunng 31 March 2012)

Credit risk managment

Credit nsk refers to the nsk that a counterparty will default on its contractual obligations, resulting in
financial loss to the company The company has adopted a policy of only dealing with creditworthy
counterparties, and obtaimng sufficient collateral where appropnate, as a means of mitigating the risk of
financial loss from defaults The company only transacts with entities that are rated the equivalent of
mnvestment grade and abowe This information s supplied by Independent rating agencies where
avallable, and If not avallable the company uses other publicly available financial information and its
own trading records to rate its major customers The company's exposure and the credit ratings of iis
counterparties are continuously momnitored and the aggregate value of transactions concluded is spread
amongst approved counterparties Credit exposure 1s controlled by counterparty imits that are rewewed
and approved by the nsk management committee annually

Trade recevables consists of a large number of customers, spread across diverse industnes and
geographical areas Ongoing credit evaluation 1s performed on the financial condiion of accounts
recaenable and, whare appropnate, credil guarantee insurance cover s purchased

The credit nsk on liquid funds and denvative financial instruments 15 himited because tho counterparlies
are banks with high credit-ratings assigned by intemational credit-rating agencies

Liguidity risk management

Ulimate responsibility for liquidity nsk management rests wth the boand of directors, which has
established an appropnate hquidity nsk management framework for the management of the company's
short-, medium- and long-term funding and hquidity management requirements The company manages
hguidity risk by mamntaiming adequate reserves, banking facilihes and reserve bomowing facihties, by
continuousty monitonng forecast and actual cash flows, and by matching the maturity profiles of financial
assels and habilites Detals of additional undrawn facilities that the company has at its disposal to
further reduce liquidity nsk are set out below
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Financial Instruments Disclosure continued

Liquidity risk and interest tables

The following tables delail the company's remaining contractual matunty for its non-denvative financial
tabilities wath agreed repayment penods The tables have been drawn up based on the undiscounted
cash flows of financial hatilihes based on the earhest date on which the company can be required to
pay The tablec include both interest and principal cash flows To the extent that interest flows are
floating rate the undiscounted amount 1s denved from interest rate curves at the statement of financial
position date The contractual matunty 1s based on the eariest date on which the company may be
required to pay

Weighted
average Less
offective than 1 1to 5
Interest rate year years 5+ yoars Total
% £'000 £'000 £'000 £'000
At 31 March 2011
Variable interast rate instruments 3 11,702 - - 11,702
11 702 - - 11,702
At 31 March 2012
Vanable interest rate instruments 3 11,702 - - 11,702
11,702 - - 11,702

The amounts ncluded abow for financial guarantee contracts are the maximum amount the company
could be forced to settle under the ammangement for the full guaranteed amount if that amount 1s claimed
by the counterpary to the guarantee Based on expectations at the end of the reporting penod, the
company considers that it 1s more Lkely than not that no amount will be payable under the arangement
However, this estimate 1s subject to change depending on the probability of the counterparty claiming
under the guarantee This 15 a function of the likehhood that the financial receivables held by the
counterparty which are guaranteed suffer credit losses

The company has not entered into any financial guarantee contracts dunng the year

Tha following table detalls the Company's liquidity analysis for its demative financial instruments based
on contractual matunties The table has been drawn up based on the undiscounted net cash inflows and
outflows on denvative instruments that settle on a net basis, and the undiscounted gross inflows and
outflows on those dematnves that require gross settlement When the amount payable or receivable 1s
not fixed the amount disclosed has been determined by reference to the projected interest rates as
iflustrated by the yield curves existing at the reporting date

Less
than 1 1to 5
year years 5+ years Total
£'000 £'000 £'000 £'000
Net-settled foresgn exchange forward contracts 249 - - 249
For the year anded 31 March 2011 249 - - 249

For the year ended 31 March 2012 - - - -
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Financial Instruments Disclosure continued

Fair value of financial instruments carried at amortised cost

Except as detaled in the following table the directors consider that the camying amounts of financial
assets and financial iabilities recorded at amortised cost in the financial statements approomate thesr
farr values

Carrying value Fair value

2012 2011 2012 2041

£'000 £000 £000 £000
Financial assets
Loans and receivables
- trade and other recenables 140,249 141,067 140,249 141,067
Financial liabililtes
Financial habites held at amortised cost
- loans from related parties 11 702 11,702 11,702 1,702
- trade and other payables 165,641 166,241 165,641 166,241

Valuation technigues and assumptions applied for the purposes of measuring falr value
The fair values of financial assets and financial liabihties are determined as follows

- The fair values of financial assets and financial habilities with standand terms and conditions and traded
on aclive ligmd markets are determined with reference to quoted market pnces {includes listed
redeemable notes, biils of exchange, debentures and perpetual notes)

- The far values of demvative Instruments are calculated using guoted pnces Where such pnces are not
awalable a discounted cash flow analysis 15 performed using the applicable yield cune for the duration
of the instruments for non-opticnal denvatives, and option pncing models for optional denvatives Foreign
cumency forward contracts are measured using quoted forward exchange rates and yeld curves denved
from quoted interest rates matching matunties of the contracts Interest rate swaps are measured at the
present value of fulure cash flows estimated and discounted based on the applicable yield curves denved
from quoted interest rates

The lcan from related party 1s a loan from MITIE Group PLC attracting interest at 3% pa and 13
disclosed as a year-end payable balance in the related party note

DERIVATIVE FINANCIAL INSTRUMENTS

2012 2011 2010
Current £'000 £'000 £'000

Denvatives that are designated effective as hedge Instruments camed - -
at far walue

Forward foreign cummency contracts - 12
Financial assets camed at fair value through profit and loss - -

- 12

Non-current

Denvatives that are designated effective as hedge instruments camed - -
at fair value

Forward foreign currency contracts - -
Financial assets camed at farr value through profit and loss - -

Page 33 0f 34




MITIE TECHNICAL FACILITIES MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2012

Denvatives Disclosure continued

30

The followang table details the forward forexgn cumency contracts outstanding as at the year-end

Average
exchange rate Foreign currancy Notional value Falr value
2012 2011 2012 2011 2012 2011 2012 2011
Cash flow hedges $'000 $'000 £000 £000 £000 £000
fess than 3 months - - - - - - - -
3 to 6 months - - - - - - - B
over 6 months - 2 - 416 - 12 - 12
$°000 $°000 £000 £000 £000 £000
iess than 3 months - - - - - - - -
3 to 6 months - - - - - - - -
over 6 months - - - - - 12 - -
$°000 $'000 £000 £000 £000 £000
less than 3 months - - - - - - - -
3 to 6 months - - - - - - - -
over 6 months - - - - - - - -
$'000 $°000 £°000 £000 £000 £'000
less than 3 months - - - - - - - -
3 to 6 months - - - - - - - -
ovar 6 months - - - - - - . -
- 2 - 4186 - 24 - 12

At the statement of financial position date the USD hedging contract asset was fully realised and, as such,

no balance existed at the year-end

ULTIMATE PARENT UNDERTAKING AND CONTRCOLLING PARTY

The directors regard MITIE Group plc a company registered in Scotland, as the company's ulbmate

parent undertaking and controlling party

MITIE Group PLC 1s the smallest and largest group for which group accounts are prepared Copies of the
group financia! statement can be obtaned from the Company Secretary at the registered office
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