Mitie Group plc
Annual Report and Accounts 2020

Dear Shareholders,

| am writing to you in the middle of the COVID-19 crisis when our
company is focused on protecting the health and safety of colleagues,
customers, other business partners and the communities we serve.
While, at the same time, we are ensuring that our businesses are able to
continue with minimal disruption and to deliver the essential services we
provide to our customers.

As part of our response to COVID-19, we have cut many costs including
those associated with producing a glossy brochure style annual report
and accounts. Inside you will find all the information you have come to
expect from Mitie, just presented in a plain text format. For those of you
who opt to receive a hard copy, this document will be printed out and
posted to you. My traditional letter to shareholders appears on page 7.

| thank you for your support and understanding.

Derek Mapp
Chairman




About Mitie

We are the UK’s leading facilities management and professional services company,
providing a range of services to a large, diverse customer base, which includes blue-chip
organisations and the public sector. Our expertise, care, technology and insight create
amazing work environments, helping our customers be exceptional, every day.

Exceptional, every day for our customers

Our customers range from banks and retailers, to hospitals, schools and government entities. We
received a net promoter score of +30 this year. We have an order book of £4.3bn and a pipeline of
opportunities of £7.9bn.

Read more on page 4.

Exceptional, every day for our employees

Our 47,500 employees go the extra mile for our customers and each other to deliver basics brilliantly.
We are driven by our vision of 'The Exceptional, Every Day' and our vision and values. We are One
Mitie.

Read more on page 49.

Exceptional, every day for our environment

In 2010, we committed to reduce our emissions intensity by 35% by 2020. By rationalising our estate,
restricting business travel and improving fleet efficiency, we achieved this a year early. We have now
set an even more ambitious target to reach net zero carbon by 2025.

Read more on page 67.
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Financial Highlights (for the year ended 31 March 2020)

£2.2bn
Revenue
(FY 18/19: £2.1bn)

16.0p

Basic earnings per share
before other items

(FY 18/19: 14.7p)

£86.1m

Operating profit before
other items

(FY 18/19: £79.6m)

1.33p
Dividends per share
(FY 18/19: 4.0p)

Revenue! of £2,174m was 4% ahead of the prior year
with flat organic revenue growth

Operating profit before other items!2 of £86.Im is
8% ahead of the prior year (FY 18/19 £79.6m)

Operating profit increased 55% to £64.6m (FY 18/19
£41.7m), with the higher growth due to lower levels
of other items in FY 19/20

£74.9m £239.6m e  Basic earnings per share before other items!?2 of
Net debt (at period-end Daily average net debt 16.0p, 9% ahead of the prior year (FY 18/19 14.7p)
pre-IFRS 16) (pre-IFRS 16)

(FY 18/19: £140.7m)

£4.3bn
Secured order book
(FY 18/19: £4.1bn)

Financial Summary

(FY 18/19: £302.0m)

£7.9bn
Pipeline of opportunities
(FY 18/19: £9.6bn)

Free cash flow of £10.8m (FY 18/19 £21.4m)

Continued improvement in period-end net debt to
£74.9m (FY 18/19 £140.7m) and lower leverage to
0.7x (FY 18/19 1.33x) on a pre-IFRS 16 basis

Order book! increased 4% to £4.3bn (FY 18/19
£4.1bn)

Net Promoter Score (NPS) increased to
+30 (FY 18/19 +12)

FY 19/20 FY 18/19
Before Total Before Total
£m unless otherwise specified ,Othe; ,Othe;
items items
Revenue! 2,173.7 2,173.7 2,085.3 2,085.3
Operating profit! 86.1 64.6 79.6 41.7
Operating profit margin' 4.0% 3.0% 3.8% 2.0%
Profit before tax! 69.9 48.4 65.9 28.0
Profit for the year 60.3 90.5 63.7 30.9
Basic earnings per share 16.0p! 25.0p 14.7p! 8.6p
Full year total dividends per share 1.33p 4.0p
FY 19/20 FY 18/19
Period-end net debt (pre-IFRS 16)3 749 140.7
Average daily net debt (pre-IFRS 16) 239.6 302.0
Period-end net debt (post-IFRS 16)3 167.9 nfa
Order book! 42944 4,120.8

Reconciliation of the Group’s performance measures to its statutory results is provided in the Appendix — Alternative Performance Measures
| From continuing operations

2 Other items are as described in Note 4 to the consolidated financial statements

3 Note 25 to the consolidated financial statements for analysis of net debt




Group Information

Mitie is the UK’s leading facilities management and professional services company. We offer a range
of services including Technical Services (engineering services, energy, water and real estate
services), Business Services (security, cleaning and office services) and Specialist Services (Care &
Custody, Landscapes and Waste Management).

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 We are the UK’s leading facilities management (FM) and professional services
company, employing 47,500 people. We manage and maintain some of the
nation’s most recognised landmarks and work with a wide range of blue-chip
organisations and public sector customers. We have scale and nationwide reach
as well as breadth and depth of facilities management services, which we deliver
in a flexible, tailored proposition through self-delivery or strategic partnerships.

We work in partnership with our customers to grow customer lifetime value by
offering technology-backed solutions; our technology is a true differentiator. We
are ambitious for the future of the FM industry, our customers and our
employees.

We deliver the exceptional through a range of services
Mitie operates through three principal divisions: Technical Services, Business Services and Specialist
Services.

Technical Services

The Technical Services division provides public and private sector customers with a broad range of
crucial project and maintenance services that keep their organisations running. The division
incorporates a range of key engineering, maintenance, repair and project services, energy and carbon
management services and water and real estate services.

Maintenance: Mitie has extensive knowledge of, and experience in, maintaining and repairing
buildings and assets in various industries and sectors. Maintenance areas include electrical, mechanical,
controls, water, HVAC, lighting systems and building fabric, such as repair, decoration and painting
works. Across these areas, Mitie offers a flexible and proactive suite of services, which include mobile
and site-based maintenance, maintenance and repair, remote monitoring, data analytics and remote
intervention. Mitie's maintenance services utilise technologically-advanced data-driven capabilities, in-
house expertise and mobile engineering with a national presence, to deliver a comprehensive range of
services tailored to customer needs, with a focus on up-time, energy efficiency, carbon impact and
whole-life cost of the relevant asset or facility.

Engineering Projects: Mitie's engineering project capabilities deliver end-to-end services across a
comprehensive range of maintenance, engineering and refit works. These services include design and
planning of building projects and systems, as well as highly skilled contracting works. An experienced
principal contractor, Mitie manages project-based services across the commercial, retail, industrial,
social, education, leisure and domestic property sectors.



Business Services

The Business Services division keeps some of the UK’s biggest companies and most iconic buildings
running, across a variety of diverse sectors including: transport and aviation, retail and distribution,
government and public sector, critical national infrastructure, manufacturing, and corporate and iconic
buildings.

‘Soft Services’ such as security, cleaning, front of house, and document management are often
intrinsically linked in their delivery. Customers are increasingly coming to market with ‘soft services’
tenders, as they look to bundle these together to achieve maximum efficiency, which Mitie is uniquely
positioned to deliver.

The formation of the Business Services division, led by a senior leadership team unrivalled in the
industry, has created obvious synergies in back-office support and frontline operations, and ensures
that we deliver the exceptional every day to our business services customers.

Security: Mitie Security is the UK’s largest intelligence-led security business. It provides safe and
secure environments for its customers, by combining the deep expertise of its people, harnessing the
power of its systems, and deploying the best technology. Translating operational data into meaningful
insights gives its people the actionable intelligence to deliver effective security solutions, in the right
place and at the right time.

Providing integrated, risk-based solutions, Mitie Security delivers a range of services, including manned
guarding using its unique intelligence-led approach to security personnel, fire and security services.
Mitie Security is now the UK’s fifth largest integrator and its 24/7 proprietary business intelligence
software helps customers better protect their people assets and environments.

Cleaning: Mitie Cleaning & Environmental Services is a people-centric business, supplemented by
industry-leading technology, providing quality cleaning services through safe and secure practices to a
wide range of sectors in both the public and private space. It delivers specialist services through an
innovation-led approach, utilising sector-specific capabilities. Its specialist offering to the public sector
includes providing general cleaning and specialist services to the NHS, including some of the UK’s
largest hospitals, via its healthcare division, a large footprint in the education sector, including schools
and universities, and services for a wide range of public sector and government organisations.

In the private sector, its clients range from diverse industries such as distribution, automotive and the
industrial sector, large corporate organisations and iconic buildings in London, to leading
pharmaceutical clients with specific clean room environment requirements.

Specialist Services
Specialist Services incorporates a number of specialised services, including Mitie’s Care & Custody,
Waste Management and Landscapes businesses.

Care & Custody provides high-quality, critical public services in immigration, criminal justice and
healthcare. A range of its services are delivered to vulnerable adults in secure environments, including
immigration removal centre management and detention and escorting services on behalf of the Home
Office. Care & Custody also provides forensic medical examination and custody support services for
police forces across England and Wales.

Mitie Waste Management is a leading national waste management business providing innovative waste
reduction and treatment solutions. The business views waste as a resource; an opportunity to save
money for clients, as well as benefit the environment. Waste Management extracts the value of
redundant materials instead of relinquishing it to the waste industry, sharing the gains with clients so
that waste reduction and changes in behaviour are incentivised. Mitie Waste Management is focused
on waste prevention, reduction, reuse and recycling.



Landscapes is a top five UK provider of landscaping, focused on both horticultural and winter services.
The former includes landscape maintenance, projects and improvement schemes, estates cleansing,
interior plants and seasonal displays. Winter services comprise snow clearance and salt gritting.

Landscapes enjoys a balanced mix of fixed and pay-as-you-go work throughout the year. This ensures
a broadly stable performance, with further upside during harsh winters when gritting services are
provided. Landscapes customers are primarily private sector, with a good representation of Mitie
Strategic Accounts.

Revenue from continuing operations

FY 19/20 FY 18/19
Revenue Revenue

from continuing from continuing
operations operations
by division by division

£m FY 19/20 £m FY 18/19
>. Technical Services 947.2 ’. Technical Services 974.2
@ Business Services 9867? @ Business Services 894}7
@ Specialist Services 239.6 @ Specialist Services 217.1

Customer type

FY 18/19
Revenue
from continuing
operations

FY 19720
Revenue
from continuing
operations

£m FY 19/20 £m FY 18/19
@ Government 649.1 @ Government 643.5
[ ] Non-government 1,524.6 [ ] Non-government 1,441.8

Forward order book

FY 18/19
Total secured

FY 19/20
Total secured
revenue for

revenue for
continuing
operations

continuing
operations

£m FY 19/20 £m FY 18/19
@ Less than | year 1,283.1 @ Less than | year 1,244.7
@ More than | year 30113 @ More than | year 2,876.1




Chairman’s statement
Dear Mitie Shareholder,

We are in unprecedented times as we navigate the COVID-19 crisis. Early on we established three
overriding priorities to guide our response to COVID-19: protecting the health and safety of
colleagues, customers, other business partners and the communities we serve; ensuring that our
businesses are able to continue with minimal disruption; and delivering the essential services we
provide to our customers.

Mitie’s 37,500 frontline employees have been working hard to support all our customers in these
unprecedented times — especially in NHS hospitals, within critical infrastructure, in supermarkets and
at on-line retail hubs — all focused on delivering essential services to keep the UK moving. In addition,
our employees have been setting up and running critical COVID-19 facilities at the NHS Nightingale
hospitals and testing centres around the UK. They are our frontline heroes and we are incredibly
proud of their dedication and appreciative of their efforts.

The COVID-19 crisis has affected us all and sadly a number of colleagues passed away from this terrible
disease. We are providing next of kin with additional support at this time.

The steps we have taken to transform the business over the last three years have better positioned
Mitie to navigate this crisis. We have a leaner corporate structure, enabling us to make decisions more
quickly, and, at the operational level, our investment in technology, development of Strategic Account
Managers and investment in our people has allowed us to better support our customers during these
uncharted times. Whilst we are part-way through this crisis and we are uncertain what the months
ahead will bring, we believe our strategy and business model are robust and we will come out of the
crisis in a strong position to continue our transformation.

Financial performance

| am very pleased to report that Mitie has delivered another year of improved financial and operational
performance. Revenue from continuing operations grew 4% to £2,174m as the acquisition of VSG,
new contract wins and growth from our Strategic Accounts mitigated loss of revenue from deferred
or cancelled discretionary variable works and engineering projects as a result of economic uncertainty
from Brexit and more recently COVID-19. Earnings per share before other items from continuing
operations increased 9% to 16.0p, reflecting our improved performance. Earnings per share from
continuing operations increased 78% to | 1.2p, with the higher growth due to lower levels of other
items. Our closing net debt, on a pre-IFRS |6 basis, was £75m, the lowest we have reported in the
last three years and a reflection of the improved financial strength of the business.

Strategy

It is now three years since we set out our strategy to transform Mitie and, in that time, we have
improved the financial strength of the Company, have better customer service and employee
engagement and a growing market share. As we move into the ‘Accelerated value creation’ phase of
our transformation, the Board continues to believe this is the right strategy for the Group and, even
when taking into account the impact of COVID-19, we continue to expect this strategy to deliver
value in the medium term.

Our strategy is based on four pillars — customer, people, cost and technology — and is designed to
grow customer lifetime value through technology-based solutions. We are focusing on core businesses
where we can have market-leading positions to ensure long-term sustainable growth. Our vision is to
deliver The Exceptional, Every Day.

Our customer service has remained a core focus and we have further improved our Net Promoter
Score (NPS) to +30. The 57-point increase from FY 16/17 is something we are very proud of, but we



still have room for improvement. Investment in our Strategic Account Managers has resulted in a 5%
increase in revenue from our top 50 customers and these relationships have been, and will be, pivotal
to our resilience during and beyond the COVID-19 pandemic.

We are committed to creating a ‘Great Place to Work’ and employee engagement has improved to
46% following another successful ‘You Said, We Did’ campaign. Listening and reacting to our
employees’ needs has never been more important, so we ran an additional survey in May 2020 to find
out how we could support our people more during the COVID-19 crisis. We were delighted to find
out that over three-quarters of our people feel proud to work for Mitie as a key contributor to the
effort to tackle COVID-19. My fellow Board members and | have enjoyed meeting our colleagues
around the UK and we hope it won’t be long before we have the opportunity to continue face-to-face
meetings. In the meantime a ‘virtual roadshow’ is planned to continue this engagement.

Following on from Project Helix, which delivered £45m of cost savings, we launched Project Forte in
FY 19/20. Forte is a two-year transformation programme for Technical Services and is focused on
delivering improved productivity and supply chain savings.

Technology plays an increasingly important role in our industry and we intend to be at the forefront
of innovation to optimise the performance of our customers’ estate, improve sustainability and
enhance the wellbeing of their people. Our acquisition of Vision Security Group (VSG) in FY 18/19
strengthened our position as one of the UK’s largest providers of security services to business and
some key IT milestones were achieved during FY 19/20 including CE+ Compliance, which is critical
for government work, rolling out Office 365 and Microsoft Teams, and moving to cloud-based
applications. These IT measures have been key to our successful ability to work from home during the
COVID-19 crisis.

“During the last year Mitie transitioned to the second phase of its transformation -
Accelerated value creation”

In December 2019 we set out our plans for phase two of our transformation, ‘Accelerated value
creation’ which will see a combination of better growth, lower costs, reducing one-off hits and further
deleveraging. Prior to COVID-19 we were making good progress in implementing phase two, with
Technical Services and Business Services becoming market leaders, enhancements in customer-facing
technology to improve service capabilities and improved Strategic Account Management.

Current trading

The impact of COVID-19, especially over an extended period, presents challenges to many companies.
It has been the absolute focus of the Board to ensure that we have the requisite financial strength and
take advantage of unique M&A opportunities. | am therefore delighted that we have been able to sign
a sale and purchase agreement to acquire Interserve Facilities Management, subject to shareholder
approval whilst raising an additional £20Im of equity and gaining lender support to extend our
revolving credit facility until December 2022.

In the first two months of our current financial year, our business is proving more resilient than initially
expected, reflecting the essential nature of the services we provide to customers. The decline in
revenue was 12%. Year to date average net debt of £86m at 3| May 2020 is at the lowest point for
over 10 years. Early indications show that June trading will also be better than expected.

Board composition
On 2 January 2020 we welcomed Andrew Peeler to the Board as Chief Financial Officer. Further
details on Andrew’s appointment can be found on page 142.

Jennifer Duvalier continues to act as the Company's designated Non-Executive Director responsible
for oversight of the Board's engagement with the workforce. Jennifer has undertaken several initiatives



during FY 19/20 to establish communication channels with the workforce ensuring that the views of
frontline employees are heard and understood. Jennifer provides the Board with an update at every
Board meeting so that their views are regularly voiced at Board-level and can be incorporated into
the Board's decision-making process. Between meetings, notes from Jennifer’s visits are made available
to the Board via the electronic Board portal.

The Board considers the balance in its members' skills and experience appropriate both from an overall
Board composition perspective and based on individual contribution. The biographies of each member
of the Board and the Chief of Staff, General Counsel & Company Secretary begin on page 97.

Social value and responsible business

The Social Value & Responsible Business Committee, chaired by Non-Executive Director Baroness
Couttie, was created in June 2019 to drive the social value and responsible business agenda on behalf
of the Group. The Committee seeks to ensure that the Group conducts its business in a commercially
responsible way to achieve maximum positive impact on the communities, people and environment in
which it works, for the benefit of Mitie’s customers, staff and shareholders.

During FY 19/20, the Mitie Social Value and Responsible Business Charter was created, the first Social
Value report was published and ambitious targets were agreed. More details appear on pages 55 to
60.

Early in 2020 Mitie launched Plan Zero, which is our strategy to reach net zero carbon by 2025. To
achieve this, Mitie will eliminate carbon emissions from power and transport, eradicate non-sustainable
waste and enhance inefficient buildings to meet the highest environmental standards.

We have made significant progress on transitioning Mitie’s fleet to electric vehicles. Mitie also has
significant expertise in other aspects of sustainability; notably in Technical Services, on decarbonisation
of heating systems and procurement of renewable energy, and in Mitie Waste Management on
reduction of total waste levels and moving to a circular economy approach.

Stakeholder engagement

As a Board, we remain committed to best practice corporate governance, stakeholder engagement
and the long-term delivery of sustainable shareholder value. Effective engagement enables the Board
to ensure stakeholder interests are considered when making strategic decisions.

During FY 19/20 the Board continued to ensure that during this period of transformation there is
proactive engagement with all stakeholders. As mentioned above, Jennifer Duvalier oversees Board
engagement with our workforce. | have met representatives of all our major shareholders and the
Board receives regular updates from the Executive Leadership Team on engagement with customers,
suppliers, banks, noteholders and other stakeholders.

Dividend

At the outset of COVID-19, the Board took a series of measures to conserve cash and that included
not paying a final dividend for FY 19/20 unless overall trading improves materially. At our most recent
Board Meeting we took the decision not to recommend a final dividend in respect of FY 19/20.
Therefore, the total dividend for the year is 1.33p, being the dividend declared at the time of our
interim results and paid in November 2020. There will be no further dividend payments in respect of
the full year ended 31 March 2020. The Board’s intention is to hold the dividend flat in line with
amounts paid in immediately preceding years until our transformation is complete, when we will
review the dividend policy.



Mitie has reached agreement with the holders of the US private placement notes and the revolving
credit facility banks to amended financial covenants, details of which can be found within the Financial
Review on page 37. These arrangements are conditional on completion of the Rights Issue. In return,
Mitie has agreed, among other things, restrictions to dividend payments which will continue to apply
if leverage is above 3.0x net debt to EBITDA.

AGM

Mitie is closely monitoring the impact of the COVID-19 pandemic and public health concerns in the
United Kingdom and elsewhere. Mitie currently intends to hold its Annual General Meeting (AGM) on
28 July 2020 at | 1.30am at Level 12, The Shard, 32 London Bridge Street, London SEl 9SG. However,
given the UK Government’s current guidance on social distancing and restrictions on public gatherings,
it will not be possible for shareholders to attend the AGM in person unless both the COVID-19 situation
and the UK Government’s guidance has changed by the date of the meeting.

The Board very much regrets that, as things currently stand, it will be necessary to restrict attendance
at the AGM, but the health and well-being of employees, shareholders and the wider community in which
the Company operates is of paramount importance for the Board. The Board strongly encourages
shareholders to appoint the chairman of the AGM as their proxy and provide voting instructions in
advance of the meeting in accordance with the instructions explained in the Notice of AGM.

| hope that you will understand the reasoning for our approach to the AGM, and hope that we can
gather in happier times at the meeting in 2021.

Derek Mapp
Chairman
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Business model
Creating value for all our stakeholders

Our vision

‘The Exceptional, Every Day’

It's a combination of expertise, care and insights, backed by the latest technology and data, to create
an offering that goes beyond traditional facilities management. To our people, we promise a place to
work where they can thrive and be their best every day. To our customers, we promise to be a trusted
partner, creating exceptional environments for customers and colleagues, as well as adding value.
Everything we do is backed by our core values, which oversee how we behave as a responsible
corporate citizen, and as individuals.

Our purpose

Our expertise, care, technology and insights create amazing work environments, helping our
customers be exceptional, every day. Achieving ‘The Exceptional, Every Day’ doesn’t happen by
chance. We start by doing the basics brilliantly, tailoring solutions that anticipate and meet our
customers’ needs. We are aware that technology is changing our world, and we are using it to change
facilities management. We provide data-driven solutions, embedding technology seamlessly into
everything we do. The insights gained allow us to offer customers a new level of flexibility and control,
helping them become exceptional at what they do best.

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

2.

Mobilisation
and running
operations

Diligence
and design

3.

Insights to
drive value

We look to mobilise

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

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.

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 wellbeing of their
employees. We convert data and
feedback into actionable
recommendations for our customers.

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.
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The Mitie
approach

We have created a One
Mitie approach to everything
we do to deliver a seamless,

unrivalled service.

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

Nationwide
reach

Our nationwide
reach allows us to

service large
customers with

presence all over

the UK.

Expertise
We are a
partner
trusted for
our expertise
and for
putting our
customers at
the heart of
our business.

Technology

Our technology
suite includes
MiTec, service
operations centre
(SOC) and global
security operations
centre (GSOC).

services.

Delivered We offer a breadth of services
through underpinned by broad
our expertise, a flexible approach

business and proprietary market-leading

technology.
Guided Our four strategic pillars — Customer: putting  People: our Cost: strong Technology:
by our customer, people, cost and customers at the single most balance solutions to drive

strategy technology — underpin our heart of what we important sheet and value
strategy of focusing on our do resource cost control  Embed
larger businesses and strategic  Build market-leading Create a ‘Great Strengthen technology into the
accounts where our positions in higher Place to Work’ our balance heart of our
technology offer is a true growth segments and  for our sheet and offering.
differentiator, to ensure long- increase customer employees. maintain cost
term sustainable growth, NPS. discipline to
delivery of our vision of ‘The remain
Exceptional, Every Day’ competitive.
and creation of value for all
our stakeholders.

Customers

We aim to move from being just another service provider to being a trusted partner for our
customers, helping them create high-performance, sustainable work environments by optimising
building utilisation, implementing decarbonisation and waste reduction solutions and improving the
wellbeing and performance of their people.

+30 Net Promoter Score (an improvement of |18 points from +12 in FY 18/19)

Shareholders

We are a business in transformation with strong management, an excellent customer base and a clear
strategy. We launched phase 2 of our transformation ‘Accelerated value creation’ and we are
committed to strong financial management and the creation of shareholder value.

16.0p basic earnings per share before other items from continuing operations (improved from 14.7p
in FY 18/19)

Employees

We are creating a great working environment and learning and development opportunities for our
employees. We empower our people and recognise great work.

46% employee engagement (improved from 45% in FY18/19)

Communities and environment

Mitie’s vision is to create social value through everyday operations, leaving a legacy for the
communities in which we work to support a brighter future for all. Mitie will do this by having clear
targets across its five pillars of Social Value, which are Employment, Responsibility, Community,
Environment and Innovation; each backed up with a plan to deliver against these targets.

8% reduction in carbon emissions
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Suppliers

We are committed to ensuring a responsible supply chain. We work with all suppliers to ensure
adherence to our Code of Conduct, including Modern Slavery and Human Trafficking, Safety and
Sustainability objectives, and our Mitie vetting standards. We only trade with suppliers that comply
with our Procurement Policy and Supplier Social Value Policy.

We procured from c. 7,000 suppliers in FY 19/20

13



Market review

Key market drivers — A world of opportunity

Mitie is the UK’s largest facilities management (FM) company, delivering services to the UK
government and private companies across a range of sectors including manufacturing, retail, transport
and logistics and healthcare.

The UK has a large and established outsourced FM market. Prior to COVID-19, it was forecast to
grow at moderate levels c.2% as the market continued to move slowly from insourcing to outsourcing.
Despite recent industry turbulence, we are not seeing any marked trends for insourcing. The relative
share of contract types (single service c.45%, bundle/integrated FM c.55%) has remained relatively
stable. Customers’ primary focus continues to be on cost, efficiency and service quality, but with an
increasing focus on technology, sustainability and employee wellbeing. Turbulence in the sector has
highlighted the need for a more informed approach to pricing and risk transfer. Scrutiny into public
sector outsourcing has remained high.

How we are responding

Mitie is transforming the industry by continuing to focus on delivering an outstanding service and
customer experience, generating cost efficiency, creating an environment where our people can thrive
and investing in technology. Our technology and sustainability approach differentiates us from our
competition. We are generating data-driven insights and enabling decisions that improve efficiency and
our cost-to-serve, as well as create new services and products for our customers.

Sector focus

Mitie’s customer strategy is focused on large and/or multi-service customers where we can leverage
our competitive advantages of national scale (top three market share in Engineering, market leader in
Security and number two in Cleaning), service line breadth, self-service capability, technology
leadership and low cost-to-serve. Over the last two years Mitie has also been curtailing its smaller
unprofitable customers. This has increasingly built a more cost efficient, customer service oriented
and focused business. Mitie has also built a significant presence and operational expertise in its core
customer sectors: Public Sector, Financial & Professional Services, Retail, Manufacturing, and Transport
& Logistics. These sectors account for c. 70% of Mitie’s revenue.

The public sector is Mitie’s largest sector. Over the last two years Mitie has secured places on several
new government frameworks and has built a significant public sector pipeline. Mite has invested
resources to build a public sector sales and operational capability, which includes expertise in critical
infrastructure at scale across the UK. Mitie is a leading provider of FM services across the retail sector.
It has industry-leading technology (e.g. intelligence technology, remote operating centres), new and
innovative operating models (e.g. community guarding) and the scale to service customers with a large
retail outlet footprint. In Financial & Professional Services, Manufacturing, and Transport & Logistics,
Mitie has the technology, processes and systems to deal with high-level security needs and complex
building requirements.

Technical Services

Mitie Engineering is by far the largest business within the Technical Services division and operates in
the largest market within the FM industry. The engineering market is highly competitive, with Mitie
and its top competitors each having under 5% market share. Mitie focuses on large-scale customers
where it can leverage its national footprint and self-delivery capacity. It has a unique set of capabilities
which differentiates it within the market. These include a mobile workforce to service customers with
a broad outlet footprint, leading monitoring and workplace technology, an integrated set of services
(i.e. maintenance, projects, energy, occupier services), and an emerging expertise in sustainable FM
services.
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Security

Mitie Security is the clear market leader within the FM security market. It has a unique position as a
specialist FM security provider. With the acquisition of Global Aware and Vision Security Group
(VSG), Mitie Security has continued to build scale within the market. Mitie Security is focused on
Retail, Transportation & Logistics, Aviation, Financial & Professional Services and Public sectors. It
brings a unique set of capabilities and expertise that differentiates it within the market and these
sectors. Mitie is the largest specialist security provider in the UK. Its scale, coverage of the UK and
self-delivery capabilities enables it to provide security services to any customer. Mitie Security provides
a unique technology offer which includes intelligence (GSOC), remote monitoring and lone worker
apps which are reshaping the industry from pure manned-guarding to an integrated technology-enabled
security service. This integrated offering enables Mitie Security to seamlessly cross-sell its various
services. As a market leader, Mitie is helping to shape the future of FM security through its participation
on security industry forums such as the City Security Council, National Business Crime Centre and
Violence Reduction Campaign.

Cleaning

Cleaning is a highly competitive market. As a top three FM cleaning provider, Mitie has national scale
and a deep level of expertise to deliver against any customer needs. It is a critical service in Mitie’s
integrated facilities management (IFM) offering (IFM represents c. 50% of Mitie’s business). Mitie
Cleaning targets large customers that require an IFM offering and has a specific focus on Mitie’s priority
sectors. Mitie has built an efficient cleaning operation to complement its other businesses within the
overall Mitie portfolio.
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Our strategy in action

Our strategy is to focus on our larger businesses and strategic accounts, 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. Page 95 sets out our governance

framework, which underpins the delivery of our strategy.

Our four strategic pillars

I. Customer: Build market-leading positions in higher growth segments and increase customer

Net Promoter Score (NPS)

2. People: Create a ‘Great Place to Work’ for our employees
3. Cost: Strengthen our balance sheet and maintain cost discipline to remain competitive
4. Technology: Embed technology into the heart of our offering

Customer: Build market-leading positions in higher

growth segments and increase customer NPS

Achievements:

* NPS increased |8 points to +30

* Top 50 accounts grew revenues by 5%

+ Significant contracts in manufacturing and
pharmaceutical sectors

KPIs: Revenue growth, operating profit margin before
other items, order book, NPS

£7.9bn pipeline of opportunities

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

Achievements:

* Integration of VSG

*  Cleaning and Security integration

*  Further reduction in average and closing net debt
*  Cost reduction programme Project 2025 initiated

KPIs: Operating profit margin before other items, basic
EPS before other items, net debt/EBITDA ratio and

average daily net debt

£5m of business integration savings

Focusing our business

Achievements
* Sale of Gather & Gather Catering business
* Integration of VSG and Global Aware acquisitions

People: Create a ‘Great Place to Work’ for our
employees

Achievements:

* Launched a Simplifying Mitie campaign and
Celebration Hub platform

* Launched communications platform for 47,500
employees

* Enterprise HR system launched

* Employee engagement increased to 46%, from 45% in
FY 18/19

* Jennifer Duvalier instigated the ‘back to the floor’
programme with nine site visits

KPIs: Staff turnover, employee engagement, all injury
frequency rate

46% employee engagement

Technology: Embed technology into the heart of
our offering

Achievements:

* Integration of Global Aware and VSG to create
market-leading technology in Security

* Roll-out complete of Office 365 and Microsoft teams

* CE+ compliance

* Increased adoption of ESME with customers

*  Aria & Mozaic implementation into Technical
Services. Mozaic is live in 76 accounts

* Remote monitoring with new technology partner
Accruent

KPIs: Revenue growth, order book, NPS

76 accounts have Mozaic

* Integration of Security/Cleaning to create Business Services

I successful transaction; 3 successful integrations
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Chief Executive’s strategic review

“Mitie has delivered another year of solid results making good progress against our
strategy. Today’s announcement of a £20 I m Rights Issue will strengthen our balance
sheet against an extended COVID-19 impact, securing bank refinancing and provide a
platform for growth opportunities.

We are pleased to have signed a Sale and Purchase Agreement to acquire Interserve
Facilities Management. This will be a transformative acquisition creating the UK’s
largest facilities management company and accelerating the delivery of Mitie’s long-
term technology-led vision.”

COVID-19 and current trading

Mitie established three overriding priorities to guide its response to the COVID-19 crisis: protecting
the health and safety of colleagues, customers, other business partners and the communities that it
serves; ensuring that its businesses are able to continue to operate with minimal disruption and to
deliver the essential services it provides to its customers; and preserving Mitie’s financial strength.

In our March trading update we highlighted our diversified customer base and set out our expectations
for the impact of COVID-19 on our business, including sectors we anticipated to be the most resilient
(public sector customers and those linked to major infrastructure) and those we expected to have a
bigger downside (transport & logistics and office-based customers). We also noted increasing demand
for cleaning and security services.

Mitigating factors
In response to the anticipated revenue reduction we proactively reduced costs and looked at
opportunities to preserve the Group’s cashflow through a wide range of actions including:

e Deferred payment of VAT, National Insurance and PAYE under HMRC’s ‘Time to Pay’
initiative

6,900 employees were furloughed and the majority of these remain furloughed

Reduced overheads to deliver approximately £25 million of cost savings in FY 20/21
Reviewed and deferred any non-essential costs and uncommitted capital expenditure

The Board and Chief Executive Officer and the Executive Leadership Team volunteered
reductions in their fees and salaries of 30% and 20% respectively

e No final dividend is recommended for FY 19/20

We have maintained strong relationships with our private and public sector customers during the
course of the COVID-19 pandemic and are working together to meet customers’ facilities
management and professional services needs as operating, travel and leisure restrictions are eased in
the coming months. However, recognising the uncertainty of the current situation, in addition to the
measures above, we have decided to strengthen the balance sheet and liquidity position with additional
financing.

We believe a Rights Issue to be a prudent measure to enable the Group to strengthen the balance
sheet against an extended COVID-19 impact, to secure refinancing and to provide a platform for
future growth through inorganic and organic opportunities, including the acquisition of Interserve.
Mitie has entered into a Sale & Purchase Agreement which, subject to shareholder approval once a
Class | circular has been published later in the year, will enhance Mitie’s position as a leading UK
facilities management provider. The enlarged group will have a balance between public and private
sector customers and enhance Mitie’s financial profile to secure sustainable long-term growth and
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ensure we reach our medium-term target of securing an average net debt/EBITDA ratio of less than
one.

We have reached a comprehensive agreement with the holders of the US private placement notes
and the lenders to the revolving credit facility to grant covenant amendments and waivers under these
respective financing arrangements and with the banks in relation to an extension and resizing of the
revolving credit facility. These arrangements are conditional on completion of the Rights Issue.

Current trading

Although the outbreak of COVID-19 has continued to impact Mitie’s performance through the start of FY
20/21, the business is proving to be more resilient than initially expected especially on the fixed contract
element of the business. Mitie operates across a diverse range of sectors for both public and private
customers who have seen a varying impact on their end markets. Its public sector customers have largely
been resilient however many private sector customers have experienced a volatile trading environment.

Mitie has 37,500 employees working on the frontline every day, keeping its customers’ facilities operational.
This reflects the strategic importance and essential nature of the Group’s services and, in some instances,
has led to an increase in demand for critical services. Examples include supermarkets and online retailers
whilst new contracts were won with three NHS Nightingale hospitals and | | drive-in regional Coronavirus
testing centres. Conversely, discretionary variable work and engineering projects, including painting and
roofing, have seen a significant slowdown, and many offices and retail outlets have been closed during
lockdown, impacting revenues.

Group revenue from continuing operations for the two months ended 31 May 2020 was £301.4m, which
was 12% lower than the same period in the prior year. Included in this revenue decline were revenues
associated with the expected loss / scope reduction of two significant high margin public sector contracts
— MOJ and NHS Properties — which represented 3% of the year-on-year revenue reduction, partly offset
by new customers such as GSK and BMW.

Technical Services

As expected, the majority of the Group’s revenue decline for the two months ended 31 May 2020 came
from the Technical Services division, which has a significant contribution from discretionary variable work
and engineering projects. Reported revenue was £104.5m, down 24% when compared to the same two-
month period last year. Whilst this represents a significant decline, the fixed element declined 2% year-on-
year, representing the strong relationship with customers, whilst variable works and projects contracted
39% and 50% respectively in the two-month period.

Technical Services has seen a decline in revenues from customers across finance & professional,
manufacturing, transport & logistics, retail, technology & communications representing c. 40% of divisional
revenues. Healthcare and pharmaceuticals, utilities and leisure have proven more resilient representing c.
20%.

Business Services

Business Services, which accounted for just over half of Group revenue, reported revenue of £161.9m, 3%
lower than the same two-month period last year. The loss of revenue from MO]J impacted the division’s
result. Business Services has been more resilient during the COVID-19 period with additional cleaning and
security services provided to key clients across several sectors. The division launched ‘Citrox Protect’, a
specialist cleaning product, exclusive to Mitie in the FM market, which will mitigate some of the lower
revenues from customers hit by closures or reduced services.

The division has seen an uplift in demand for services from the retail sector with new wins and renewals
at four of the UK’s largest supermarket retailers. This sector represents c. 30% of divisional revenues and
witnessed growth during this period benefitting both security and cleaning. Similarly, the Group also saw
demand increase in healthcare and NHS Hospitals. Technology & communications, representing c. 7% of
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divisional revenues, has proved to be resilient with a flat performance. Office Services, largely the Vetting
business which is linked to the aviation sector, has reported a significant decline.

Despite a new win at a UK port client, revenue fell across the transport & logistics sector, which represents
c.10% of divisional revenues, largely focused across security and office services (vetting). Finance &
professional and property management together represent c.23% of divisional revenues and whilst they
provided some early additional revenue due to ‘deep cleans’, they have witnessed some drop-off as offices
and buildings remained closed for much of the period.

Specialist Services

Specialist Services, which accounted for 12% of Group revenue, reported a revenue of £35.0m for the
two months ended 3| May 2020, 10% lower than the same two-month period last year. Care &
Custody saw a reduction in variable escorting services, which, in conjunction with one client loss,
resulted in revenue of £17.4m, down 8%. New wins and extensions were recorded. Waste reported
a 14% decline in revenue to £11.3m, as customers within the finance and professional, leisure and
transport sectors had less need for their services. This was in part mitigated by an increase in services
to the healthcare sector and NHS. Landscaping saw a 10% revenue decline to £6.3m as property
managers, leisure and transport & logistics customers reduced services.

Cost management

During this period, the Group has taken decisive actions in response to COVID-19, including reducing
overhead costs from a combination of salary reductions, deferring non-essential and uncommitted
capex. In addition, Mitie has accessed the government-supported job retention scheme and in total
has furloughed up to ¢.7,000 staff. In the first two months of the year central costs reduced by £2.4m.

Project Forte is a two-year programme focused on delivering c. £25m cost savings within Technical
Services and c. £5m from Group-wide automation. To conserve c.£5m cash this year, a six-month
delay has been applied to all aspects of the project that hadn’t started in March, but we are completing
the supply chain management module. However, the overall benefits from Maximo upgrade and the
Oracle to SAP implementation will now come through in FY 22/23.

Net debt and working capital

Mitie has reported a continued improvement in net debt, resulting in average daily net debt, pre-IFRS
16, for the two months ended 31 May 2020 of £85.9m (prior year period £217.4m). During the two-
month period we benefited from the deferral of £103m from HMRC ‘time to pay’. We have continued
to pay all our suppliers on time. As we move through June, we continue to see performance in line
with April and May and our year to date average daily net debt as at 22 June 2020 was £75.0m.

Medium-term outcome of COVID-19

COVID-19 has had a very different impact on each sector and on each customer. Demand from some
Mitie customers has proven remarkably resilient whilst others have been hit hard. How each customer
recovers will also be very different, but we are uniquely positioned to continue providing support.

Many clients will experience a slow return to office occupation, with occupancy levels expected to be
at a third for the duration of this calendar year as customers implement social distancing measures
and their employees and/or customers limit the use of public transport. There will also be a structural
shift as companies move to agile working and reduce their office estates. Aviation and transport will
have a slow recovery as confidence takes time to rebuild and for all sectors, financial pressure will
limit discretionary spend.

Mitie’s response is to flex the business model, managing costs with less overtime, a reduction in

temporary staff hours and a reduction in equipment hire to mitigate the downside. Mitie’s customers
are likely to seek more advanced specialised work to support their buildings as and when they re-
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open. Mitie has launched a comprehensive guide to getting facilities back up and running ‘Getting Britain
Back to Business’ — including a detailed checklist covering all aspects of facilities management. Mitie
has also created a COVID-19 Checklist Assured service ‘Mitie Building Confidence’ which outlines all
the steps required to enable businesses and their employees to feel confident returning to their
properties. Thirdly, Mitie has launched specific products to mitigate some of the COVID-19 impact,
which include ‘Citrox Protect’, thermal imaging and energy reduction.

In the short-term, we anticipate the Group’s order book reducing, as customers defer facilities
management decisions; one upside is that expected renewals are being pushed out. New business and
contract extensions have been achieved in the first two months of FY 20/21, including a two-year
extension to an engineering and FM contract for Groupe PSA, which adds cleaning and waste
management to the services Mitie already delivers.

Over the medium-term, Mitie continues to expect to deliver those goals set out at the launch of
‘Accelerated Value Creation’, namely operating profit margin improvement towards 5%. Mitie’s goal
is for average net debt to EBITDA coverage ratio to be <| with a smooth debt maturity profile.

Financial results for FY 19/20

Revenue from continuing operations increased 4.2% to £2,174m (FY 18/19: £2.085m). Revenue from
Mitie’s UK businesses, excluding the revenue associated with the VSG acquisition, was just ahead of
the prior year by 0.5%. After good growth in strategic accounts in the first half for Technical Services,
the second half proved to be more challenging, as economic uncertainty resulted in revenue declines
as variable works and projects reduced. Business Services, excluding VSG, delivered a better second
half, reversing the terminations reported in the first half, as new customers mobilised during the
second half of the year. Specialist Services delivered good revenue growth as Waste Management
benefited from a full year of the NHS Improvement contract and additional variable works and Care
& Custody saw a strong performance from the Heathrow Immigration Centre.

Mitie’s focus on Strategic Account Management is core to its strategy and revenue growth was 5%
from its top 50 customers, who represent 63% of total revenue. This reflects the Group’s investment
in upgrading its Strategic Account Manager capabilities, as evidenced by new energy management
contracts, secured with two existing customers.

The COVID-19 impact on FY 19/20 revenue was minimal, due to the lockdown commencing on 23
March 2020. The lost revenues from project work were mitigated by increased revenues, especially
from deep cleans.

Operating profit from continuing operations before other items increased 8% to £86.1m (FY 18/19:
£79.6m). Profit growth came from new strategic account contracts including GSK and BMW, in
addition to cost savings from the integration of VSG, and the integration of Cleaning into Business
Services.

Overhead savings from the Group’s transformation projects have continued to be reinvested back
into technology, procurement and Strategic Account Management.

Operating profit from continuing operations increased 55% to £64.6m (FY 18/19: £41.7m), with the
higher growth due to reduced other items compared with the prior year.

Operating profit margin from continuing operations before other items increased 20bps to 4.0%

(FY 18/19: 3.8%). Improvements in margin reflected savings in Business Services but were held back
due to the decline in the higher margin project work and contract resets.
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Sales: In FY 19/20 Mitie secured significant IFM contracts with GSK, mobilised on | December 2019,
BMW and Toyota Motor Manufacturing UK and renewed/extended the contract with Essex County
Council. Mitie won a significant number of new contracts for Business Services including with the Bank
of England, HMRC and London City airport.

Contracts with the Department of Health, Eurostar, Standard Life and North West Anglia NHS were
successfully retendered. As advised at the time of the half year results, an extension through to the
end of 2024 has been secured with Lloyds Banking Group, the Group’s largest Integrated Facilities
Management (IFM) customer. This renewal was one of several which have been made at lower margins
as contracts are reset for future growth.

The order book from continuing operations increased by 4% to £4.3bn (FY 18/19: £4.1bn), benefiting
from significant contract wins towards the end of the year. There has been a steady flow of wins and
retentions following the successful reorganisation of the sales team and the introduction of Strategic
Account Managers.

The pipeline of £7.9bn as at 3|1 March 2020 is lower than in previous years due to the failure to win
new opportunities in both Technical Services and Care & Custody and an element of ‘cleansing’, as
targets are redefined towards higher margin contracts. The pipeline is equally balanced between public
and private sectors and includes a noticeable increase in pipeline activity with strategic accounts. Three
of Mitie’s top 10 customers have re-bids and extensions in the pipeline which also includes £3.5bn of
government framework opportunities.

Balance sheet health remains a key focus and on a pre-IFRS |6 basis average daily net debt was
£239.6m (FY 18/19: £302.0m) and closing net debt was £74.9m (FY 18/19: £140.7m) boosted by
HMRC’s ‘Time to Pay’ scheme. Average daily net debt to EBITDA was 2.25x. Mitie is committed to
further reducing customer invoice discounting, normalising creditor days, asking customers for fairer
payment terms, streamlining billing processes and delivering faster cash collection. The medium-term
objective is to continue to reduce average daily net debt through improvements to the cash collection
cycle. At 31 March 2020, Mitie was comfortably within debt covenants.

Operating cashflow increased to £71.8m (FY 18/19: £47.5m) largely driven by the increase in profits
and HMRC’s Time to Pay. Free cash flow after £23.7m of lease payments, capital expenditure, interest
and tax was £10.8m (FY 18/19: £21.4m).

Our transformation
In FY 19/20, Mitie successfully completed Phase one of its transformation, which included Project
Helix, portfolio rationalisation, the move to Strategic Account Management and significant progress
on strengthening the balance sheet. Phase two, has now commenced and will focus on delivering
accelerated growth in returns through:

e Market leadership in Technical Services and Business Services, and margin protection in
Specialist Services
Strategic Account Management to yield faster growth from distinctive technology
Further cost efficiencies to meet margin ambitions
Cementing cultural transformation under the ‘Mitie Way’
Continued deleveraging

A large component of Phase two is our engineering workflow transformation. ‘Project Forte’ is rolling
out Maximo and SAP to deliver significant improvements in efficiencies and long-term cost savings.
Some of this is currently on hold for six months due to COVID-19, but it is intended to re-start it
later in the calendar year and is expected to deliver in-year savings of approximately £3m in FY 20/21.
The programme is expected to deliver overall gross benefits of c.£30m (£25m for Technical Services
and £5m for Group-wide automation and organisational consolidation) with full Project Forte benefits
realised in FY 22/23.
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The consolidation of Security and Cleaning under a single ‘Business Services’ management team has
already seen the benefit of tighter workforce management. There are good opportunities to sell
bundled services more efficiently to customers and — with shared operating platforms — further savings
are anticipated.

In H1 19/20 Mitie Catering was sold to CH&CO, which, as a strategic partner, will continue to provide
best-in-class catering services to Mitie’s IFM customers.

Mitie’s transformation programme has significantly improved its position over the last three years. The
initiatives implemented have improved Mitie’s financial strength, customer service levels, and market
share growth, all of which have helped Mitie build its pipeline for future business.

Mitie is now a better run business than it was before. Over the three years of its transformation, Mitie
has delivered revenue growth of 18%, EBIT growth of 13% and EPS growth of |15% before other items
from continuing operations. This is as a result of new contract wins, ending non-profitable contracts
and higher retention rates. Our financial position is now far stronger, with closing net debt £72m
lower at £75m and leverage down to 0.7x. Most importantly, the feedback from customers and our
employees is overwhelmingly positive, with customer NPS up from -27 to +30 at year end and
employee engagement up to 46%.

It is these results that have set solid foundations that will enable Mitie to navigate the ‘new’ COVID-
|9 operating environment and progress through the second phase of its transformation to deliver
Accelerated Value Creation.

Social value and responsible business

In September 2019, Mitie launched its first Social Value Report, which highlighted that all Mitie staff
have a role to play in creating a brighter future for our people and our planet. This focus on Social
Value, our people and our planet, is just one example of how we deliver 'the exceptional, every day'.
Some tough targets have been set across all our pillars and we will report on our progress each year.

Supporting our people has never been more important than during the current crisis. Our
communications strategy is designed to speak to all five generations in the workplace, and included,
for the first time, those on the frontline. This proved invaluable during the early days of the COVID-
19 crisis, when feedback in relation to the shortage of PPE enabled us to promptly distribute what was
needed.

We were very proud to be recognised in some key awards and accreditations during the year. Mitie
was placed sixth (from 17t) in the Inclusive Top 50 UK Employers 2019/2020. For the second year in
a row Mitie was certified as a UK Top Employer by the Top Employer’s Institute, and Mitie was
recognised among Britain’s Most Admired Companies 2019.

We were very pleased to achieve a ‘Low Risk’ ESG rating of 13.0 from Sustainalytics, which makes
Mitie the leading global facilities management company in this field.

Dividend

At the outset of COVID-19 the Board took a series of measures to conserve cash and that included
not paying a final dividend for the FY19/20 unless overall trading improves materially. At our most
recent Board Meeting the decision was taken not to recommend a final dividend in respect of the full
year ending 31 March 2020. Therefore, the total dividend for the year is 1.33p, as proposed at the
time of our interim results and paid in November 2020. There will be no further dividend payments
in respect of the full year 31 March 2020.

More generally, the Board’s intention is to hold the dividend flat in line with amounts paid in
immediately preceding years until transformation is complete, when we will review the dividend policy
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Mitie has reached agreement with the holders of their US Private Placement notes and the revolving
credit facility banks to amended financial covenants, details of which can be found within the Finance
Review. In return, Mitie has agreed, among other things, restrictions to dividend payments which will
continue to apply if leverage is above 3.0x net debt to EBITDA.

Looking ahead

Our business has been performing well. Since we began our transformation three years ago to build the
foundations of our business, revenue from continuing operations has increased 8%, with EBIT growth
from continuing operations of 13% and EPS growth of 15%. All whilst self-financing significant investment
into our technology, our service delivery, and our people. Most importantly we have put Mitie on a firm
financial footing reducing net debt. Mitie is now a better quality business.

It is these strong foundations, built over the last three years, that give us the confidence to undertake the
Interserve transaction as part of our long term vision. With our enlarged footprint we see continued
growth, cost savings and increased free cash flow across our two businesses whilst maintaining our targeted
low leverage.

Phil Bentley
Chief Executive Officer
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Key performance indicators

Mitie’s key performance indicators (KPIs) are measures used to assess the Group’s progress against
its strategy of focusing on larger businesses and strategic accounts where Mitie’s technology offer is a
true differentiator, to ensure long-term sustainable growth, delivery of Mitie’s vision of ‘The
Exceptional, Every Day’ and creation of value for all the Group’s stakeholders.

These KPIs are monitored and reported to the Board in line with their reporting cycle. For example,
financial KPIs will be monitored at every Board meeting, whilst non-financial KPIs will usually be

monitored annually.

Revenue growth (£€m)
from continuing operations

4% growth from previous year

FY19/20 £2,174m

Frigio [T
Frizzis TN

Description

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

How we did it

Revenue from continuing operations grew 4% to £2,174m
as the benefit from the acquisition of VSG, new contract
wins and growth from Strategic Accounts mitigated loss of
revenue from deferred or cancelled discretionary variable
works and engineering projects as a result of economic
uncertainty from Brexit and more recently COVID-19.

Outlook
Mitie’s plan is to achieve steady revenue growth from its
continuing operations in the medium-term.

Basic EPS before other items (p)
from continuing operations

8.8% growth from previous year

Frisno T

14.7p

FY18/19

Frizis T

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.

Operating profit margin before other items (%)
from continuing operations

0.2ppts improvement from previous year

P19

FY18/19 3.8%
FY17/18

39%

Description

The UK FM industry is a mature and highly competitive
market. Profitability on contracts improves as the Group
enhances the efficiency of operations throughout the life of
the contract.

Reconciliation of operating profit before other items from
continuing operations to statutory accounts is provided in
Appendix — Alternative Performance Measures on pages
253 to 254.

How we did it

The small improvement in operating margin arose from
some significant contract wins and renewals which were
partially offset by an abnormally high number of lower
margin contract resets.

Outlook

As we move through the accelerated value creation phase
of Mitie’s strategy, over the medium-term, operating profit
margins are expected to move towards the target of 5%.

Order book (£€m)
from continuing operations

4% growth from previous year

FY19/20
FY18/19
FY17/18

£4,294m

£4,147m

£4,151m

Description

The reported order book includes only secured fixed-term
contracted work and excludes variable work. See Note 3
to the consolidated financial statements for analysis of the
forward order book.
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How we did it

Increased revenue and operating profit before other items
leading to an improvement in profit before tax in
conjunction with a reduction in the effective tax rate to 17%
resulted in EPS 9% higher than the prior year.

Outlook

The strategy focused on creating value for shareholders is
expected to improve EPS in the medium-term due to the
implementation of phase two of Mitie’s transformation plan.

Net debt/EBITDA ratio (x)
(pre-IFRS 16)

0.6x improvement from |.3x previous year

FY19/20
Frig/io ]
FY17/18

Description

Period end net debt/EBITDA ratio or leverage ratio is one
of the two debt covenants used to assess Mitie’s financial
position. Calculated on a pre-IFRS|6 basis, for the leverage
covenant the ratio of net debt to EBITDA should be no
more than 3x. The other covenant ratio is interest cover
(ratio of EBITDA to net finance costs to be no less than 4x).

Covenant ratio calculations are provided in the Finance
Review on page 43 and analysis of net debt is provided in
Note 25 to the consolidated financial statements.

How we did it

Period end net debt on a pre-IFRS 16 basis decreased by
£65.8m to £74.9m through net proceeds from disposals and
a focus on accelerating the order to cash cycle alongside the
HMRC ‘Time to Pay’ scheme, which deferred £33m of tax
payments. Mitie continued to operate comfortably within its
debt covenants.

Outlook

Over the medium-term it is Mitie’s intention to reduce its
period end net debt/EBITDA ratio whilst also reducing off-
balance sheet financing.

Staff turnover

2.9pptS improvement from previous year

Py 19120
rrigns T
Y1718

Description
We measure the number of employees leaving us voluntarily
over a |2-month period against our overall headcount.

How we did it

In FY 19/20, we launched an industry-leading talent and
resourcing solution to enable us to attract and recruit the
best people at all levels. We created and launched our
management development offering, ‘Licence to Lead’ across

How we did it

Mitie’s order book for continuing operations increased by
4%. Contract wins helped to improve the order book as
well as qualification as a supplier on the CCS frameworks.

Outlook

Improved customer service and increasing market share,
alongside qualifications on frameworks, are expected to
lead to increases in the order book in the medium-term.

Average daily net debt (£m)
(pre-IFRS 16)

£62m improvement from previous year
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Description

Mitie’s balance sheet health is of paramount importance to
the long-term sustainability of its business. Average daily
net debt reflects working capital and bill-to-collect
management.

How we did it

Mitie’s average daily net debt decreased by £62.4m to
£239.6m. This includes average M&A net proceeds and
offsetting measures to reduce off-balance sheet financing.

Outlook

Proactive cash management will be an ongoing theme. Over
the medium-term, we aim to continue to reduce average
daily net debt.

Employee engagement (%)

| .Oppt increase from previous year
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Description
The 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.
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four levels; bronze, silver, gold and platinum through our
Learning Hub. We launched a bespoke development
academy for our Strategic Account Managers and we
partnered Ashridge to curate a development programme
for our Leadership Team. Alongside embedding People Hub,
a one-stop-shop for everything related to the employee
lifecycle, we improved our recognition offering and
relaunched our long service awards.

Outlook

Exit and onboarding surveys, alongside annual employee
engagement survey results give invaluable insight into focus
areas for reducing regretted turnover. Building on our
enhanced reach from FY 19/20 we will continue our all
employee communications through our company magazine
and our frontline ‘Insight’ app. We will also continue our
Executive Roadshows, aiming to reach over 4,000
employees across the year.

Net Promoter Score (index)

18 point increase from previous year to +30
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Description

Customer Net Promoter Score (NPS) continues to be an
important metric for Mitie in understanding a customer’s
overall satisfaction with the quality of services provided and
a willingness to recommend our products and services to
others.

Mitie’s overall NPS score for FY 19/20 is up 18 points to
+30, the third consecutive year of significant improvement.
This is testament to our strategy of putting customers at the
very heart of our business, listening and responding to
customer feedback through robust action planning and
greater focus on our strategic accounts.

How we did it

In FY 19/20 we reached a wider section of our customer
base, over 1,000 customers (accounting for over 90% of
Group revenue), obtaining their feedback to help us
understand their opinions and overall satisfaction and to
capture an NPS rating by service line and overall for Mitie.

Outlook

Mitie’s NPS progress over the last three years has seen a
57-point improvement in our NPS score, from -27 in FY
16/17. We shall continue to widen our NPS and customer
experience programme, communications and engagement.

How we did it

Of those who completed the survey, 46% of employees
were engaged. When you consider it was circulated in
mid-March 2020 as we were moving to a working from
home environment, this is very pleasing.

Outlook

Beyond the annual survey, senior management meet
employees throughout the year at roadshow conferences
across the UK and members of the Group Leadership
Team go ‘back to the floor’ to engage with frontline
colleagues.

All injury frequency rate
(per million manhours worked)

14% reduction from previous year
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Description

Mitie’s efforts to keep its people safe is of greatest
importance and the Group continues to focus on improving
safety performance. Our injury rate is a key measure to
monitor our progress towards zero harm and includes all
injury severities, from first aid to fatality.

How we did it

Mitie’s commitment 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.

Outlook

The QHSE team will continue to drive Mitie’s occupational
health and wellbeing strategy with a specific focus on
mental health.
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Operating review

During the year, Mitie continued on its stated strategy of driving toward, and maintaining a market-
leading position in the Group’s businesses. Operationally, the Group transitioned to three divisions,
separating hard and soft facilities management into Technical Services and Business Services and
creating a Specialist Services division for Care & Custody, Waste and Landscapes. The benefits of the
integration are already being seen, with new business wins, contract extensions and operational
efficiencies.

Whilst operating across three business divisions, Mitie continues to provide an integrated facilities
management service for customers with an all-in-one, comprehensive service offering at a single site
or, in most cases, across a network of locations.The Group won new integrated facilities management
contracts with GSK and SIG and were able to expand service offerings to some strategic account
customers, such as Rolls-Royce, Sainsbury’s and Co-op.

The Group continued its strategy of focusing on its core businesses and streamlining its portfolio with
the disposal of Mitie Catering (Gather & Gather and Creativevents brands) to CH&CO.

Unless otherwise stated, all commentary refers to results from continuing operations before other
items.

Technical Services

Mitie’s Technical Services division provides public and private sector customers with a broad range of
critical project and maintenance services that keep their organisations running.The division provides a
range of key engineering, maintenance, repair and project services, energy and carbon management
services and water and real estate services.

Maintenance: Mitie has extensive knowledge of maintaining and repairing buildings and assets in
various industries and sectors. Maintenance services include electrical, mechanical, controls, water,
HVAC, lighting systems and building fabric, such as repair, decoration and painting works.Across these
areas, Mitie offers a flexible and proactive suite of services, which includes mobile and site-based
maintenance, maintenance and repair, remote monitoring, data analytics and remote intervention.

Mitie's maintenance services utilise technologically-advanced data-driven capabilities, in-house
expertise and mobile engineering with a national presence to deliver a comprehensive range of services
tailored to customer needs, with a focus on up-time, energy efficiency, carbon impact and whole-life
cost of the relevant asset or facility.

Engineering Projects: Mitie's engineering project capabilities comprise end-to-end services across
a comprehensive range of M&E and refit works. These services include design and planning of building
projects and systems, as well as highly skilled contracting works. An experienced principal contractor,
Mitie manages project-based services across the commercial, retail, industrial, social, education, leisure
and housing sectors.

Technical Services, which accounted for 44% of Mitie’s FY 19/20 revenue and 65% of operating profit,
focuses on hard facilities management, including services related to the physical facilities of buildings
such as Engineering, Energy/Water, Professional Services (incorporating Occupier Services) and smart
building technology. Technical Services has approximately 9,500 employees. Maintenance, which
accounted for 81% of divisional revenue is a mixture of fixed contracts with add-on variable works.
Engineering Projects accounted for 17% of divisional revenue.

These services are intrinsically linked at the front-end with customers (workflow triage/dispatch) and
are expected to become increasingly so with further evolution of smart buildings.
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The remaining 2% of divisional revenue came from International operations, where Mitie has been
reducing its presence.

Technical Services, £m FY 19/20 FY 18/19 Change, %
Revenue 947.2 974.2 (2.8)
Maintenance 762.9 762.2 0.1
Engineering Projects 161.7 173.9 (7.0)
International 22.6 38.1 (40.7)
Operating profit before other items 55.9 56.9 (1.8)
Maintenance 42.7 43.8 (2.5)
Engineering Projects 13.8 14.9 (7.4)
International (0.6) (1.8) 66.7
Operating profit margin before other items, % 5.9% 5.8% 0.1ppt
Order book 1,914 1,862 2.8

Performance highlights
e Sector focused approach has resulted in significant new customer wins annualised at £65m,

adding several blue-chip companies to Mitie’s strategic accounts

Increase operating margin to 5.9% (up 0.1ppt)

Revenue from the Group’s top 50 customers increased 2%, with annualised retentions of £130m

First time fix up from 75% to 80%

Further 36% backlog work order reduction YoY

Service Operation Centre launched in Manchester monitoring 28,000 connected assets (up 20k

since Capital Markets Day) and 110,000 sensors and BMS systems

e 30% increase in Energy savings delivered to clients from the previous year, with over 300,000t
of carbon savings

e One of only eight global businesses to join REI00, EV100 and EP100, and adopted ISO50001
across the business operating to internationally recognised standards

e Continued NPS improvement, increasing by 22 points to +31 in the 2020 customer survey

e Strong pipeline of £4.7bn (FY 18/19: £4.1bn) supported by UK’s biggest national mobile
technician workforce

e  Working hard with customers to keep them operational during the outbreak of COVID-19 in
early March 2020 and beyond

The economic uncertainty seen in the second half of FY 19/20 led to a significant reduction in project
works.

Operational performance

During FY 19/20 Technical Services won |3 new contracts or contract extensions, including significant
wins in manufacturing from BMW and Toyota and the first pharmaceutical sector win with GSK. Energy
is a core element of how Mitie delivers value, resulting in new contracts from Sainsbury’s and a contract
expansion with Rolls-Royce.

The division increased its public sector exposure with the Yorkshire Ambulance Service and NHS
contracts and, more recently, winning contracts to provide strategically critical services for three of the
NHS Nightingale hospitals. Technical Services has also retained key customer accounts with Lloyds
Banking Group, Essex County Council and Co-op. Project wins also increased by £110m on an
annualised basis.

Mitie’s state-of-the-art Service Operations Centre, in conjunction with building monitoring technology,
has enhanced building performance for customers, with energy savings of approximately 22% in retail
properties and 10-15% in offices. The technology is also able to monitor assets remotely to identify
problems before the point of failure. Customers benefit from an extended life of asset and less downtime,
while Mitie benefits from the ability to plan and control workflow.
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Since its launch in June 2017, Project Helix has implemented and focused on improving operational
efficiencies including increasing productivity of the workforce. Mitie’s strategy has involved reviewing
contracts to seek to improve profitability whilst building a technology-based and differentiated value
proposition. With Project Helix complete, Technical Services is now implementing the Project Forte
transformation programme. Project Forte is a two-year programme which was launched in 2019,
primarily focused on re-engineering the Technical Services business through modernisation of its
technology infrastructure. This will improve both the customer experience and the efficiency of the
internal operations. Project Forte will also drive further Group-wide organisational consolidation,
automation of processes and further offshoring of back-office activities. In light of COVID-19 we have
put the project on hold to conserve cash, but with 40% complete we anticipate some savings, c. £3m
this year. We expect to achieve the full £25m run rate savings by FY 22/23.

Customer NPS increased 22 points to +31| in the 2020 customer survey (FY 18/19 +9) as improved
operational performance and an enhanced customer offer is improving relationships, underpinned by
Mitie’s strategic account management programme.

Financial performance

Technical Services reported revenue of £947.2m, a decrease of 2.8% (FY 18/19: £974.2m). Half of the
revenue decline is due to Mitie’s International operations (FY 19/20: £22.6m compared to FY [8/19:
£38.1m), where Mitie has been managing an exit from loss-making continental European contracts whilst
still supporting a key customer.

The majority of divisional revenue is derived from Maintenance and Engineering Projects. Together
these reported a decrease in revenue of |.2%. Whilst there has been an increase in revenue from new
contract wins and a |.6% increase in revenue from strategic accounts, these have been more than
offset by revenue reductions as a result of the economic uncertainty surrounding Brexit, and more
recently, COVID-19, as well as reductions in Ministry of Justice (MOJ) variable work in anticipation of
the contract’s end on 31 March 2020.

Operating profit before other items decreased 1.8% to £55.9m (FY 18/19: £56.9m) largely due to the
second half decline in higher margin variable works and engineering projects alongside mobilisation
costs incurred on new customers contracts and a number of contract resets. Operating profit margin

was up to 5.9% (FY 18/19: 5.8%).

Medium-term outlook
The impact of COVID-19 is covered on pages |7 to 23 in the Chief Executive’s Review.

Two years ago a new strategy was set to transform Technical Services into a frictionless, insight-driven,
customer and people focused technology-led business, re-defining the way in which Mitie delivers
services to customers, improving the efficiency of operating processes and reducing costs.

Project Forte is focused on three pillars: transforming Technical Services by re-engineering the
workflow processes; building a technology-led offering to bring data and analytics to the core and
driving growth through value-added services. COVID-19 has temporarily slowed down progress on
implementing the upgrade to Maximo Workflow. The original timetable for delivering Project Forte
has been delayed and is now expected to deliver benefits in FY 22/23. Technical Services remains
focused on further improving customer loyalty by embedding technology monitoring in their
infrastructure, predictive maintenance, cross fertilisation projects and identifying key opportunities to
grow revenue by focusing on energy savings and sustainability solutions.

Business Services

The Business Services division keeps some of the UK’s biggest companies and most iconic buildings
running across a variety of diverse sectors, including transport and aviation, retail and distribution,
government and public sector, critical national infrastructure and manufacturing.
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‘Soft services’ such as Security, Cleaning, Front of House, and Document Management are often
intrinsically linked in their delivery. Customers are increasingly coming to market with ‘soft services’
tenders, as they look to bundle these together to achieve maximum efficiency, which Mitie is uniquely
positioned to deliver.

The formation of the Business Services division, led by a senior leadership team unrivalled in the
industry, has created synergies in back-office support and frontline operations, and ensures that Mitie
delivers the exceptional every day to its customers.

Security: Mitie Security is the UK’s largest intelligence-led security business. It provides safe and
secure environments for its customers, by combining the deep expertise of its people, harnessing the
power of its systems, and deploying the best technology. Translating operational data into meaningful
insights gives Mitie’s people the actionable intelligence to deliver effective security solutions, in the
right place and at the right time.

Providing integrated, risk-based solutions, Mitie Security delivers a range of services, including manned
guarding using Mitie’s unique intelligence-led approach to security personnel, fire and security services.
Mitie Security is now the UK’s fifth largest solutions installer, with 24/7 proprietary business
intelligence software, helping customers to better protect their people assets and environments.

Cleaning: Mitie Cleaning is a people centric business, supplemented by industry-leading technology,
providing quality cleaning services through safe and secure practices to a wide range of customers in
both the public and private sectors. Mitie Cleaning offers specialist cleaning services to the NHS,
including some of the UK’s largest hospitals.

In the private sector its customers range from diverse industries such as distribution, automotive and
industrial sector, large corporate organisations and iconic buildings in London and leading
pharmaceutical customers with specific clean room environment requirements.

Business Services accounted for 45% of Mitie’s FY 19/20 revenue and 49% of operating profit. Security,
which represented 57% of divisional revenue and employs 16,000 colleagues, encompasses manned
guarding and technology-backed monitoring solutions, plus fire and security systems installations.

Cleaning, which represented 35% of divisional revenue and employs 17,500 colleagues, focuses on
general, specialist and technical cleaning services that include clean rooms, high security environments
and window cleaning and is prominent in the healthcare sector, including NHS Trusts, and broad
facilities management contracts. The remaining 8% of divisional revenue is represented by Office
Services, through Document Management, Vetting (Procius) and Front of House. Business Services is
linked at the back-end, in terms of the rostering and payroll processes, systems, and tools required to
operate such labour-intensive services.

Business Services, £m FY 19/20 FY 18/19 Change, %
Revenue 986.9 894.0 10.4
Security 562.7 454.0 23.9
Cleaning 340.5 357.6 (4.8)
Office Services 83.7 824 1.6
Operating profit before other items 42.2 39.0 8.2
Security 26.6 223 19.3
Cleaning 7.0 8.1 (13.6)
Office Services 8.6 8.6 -
Operating profit margin before other items, % 4.3% 4.4% (0.1ppt)
Order book 1,835 1,596 15.0
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Performance highlights

e Organic revenue growth of 4.5% from the Group’s top 50 customers, with a customer
retention rate of 93% and key new customer wins or extensions, including GSK, BMW and
Starbucks

e  Operating profit growth driven by strong performance from Security, including VSG
operations, and tighter cost controls and efficiency gains from restructuring

e The acquisitions of VSG and GAIG strengthened Mitie’s offer of market-leading technology
solutions

¢ Significant improvement in NPS to +28 in the 2020 customer survey from +16 in FY 18/19

e £100m of annualised new business wins. Pipeline of £2.6bn in FY 19/20

e  Working hard with customers to keep them safe, secure, clean and operational during
COVID-19

Operational performance

The integration of Mitie’s Security, Cleaning and Office Services operations in the early part of FY
19/20 addressed customer and market demands for better use of equipment and technology, plus a
drive towards workforce optimisation across back-office functions. The benefits of the integration are
already being seen, with some key customer wins and improved Cleaning margin performance in the
second half of the year. Enhanced overall service delivery has underpinned the continued high
customer retention rate, in excess of 93%.

The acquisitions of VSG in October 2018 and the intelligence software provider Global Aware
International Group in July 2019 have continued to strengthen Mitie’s position as one of the UK’s
leading providers of integrated and risk-based security services. The combined group offers
opportunities to accelerate the growth of Mitie's premium systems and technology-enabled,
intelligence-led security solutions. In FY 19/20, this resulted in several new customer wins, including
Co-op, Bank of England, EDF Energy and Asda.

Business Services secured several new contracts and extensions across the division during the
reporting period, including IFM contracts with GSK and SIG, and a bundled security, cleaning, concierge
and fire and safety technology contract with retail outlet Bicester Village, Oxfordshire. In total Business
Services won £100m of annualised new business wins.

Leading with its superior technology-based risk management offer, Security won and extended
contracts with a number of UK supermarket retailers, including Sainsbury’s and Co-op. As reported
in the first half of the year, Security also won two contracts from the Crown Commercial Service
(CCS) framework, for the Home Office and Bank of England totalling £1 10m. As previously announced,
the MOJ contract ended on 31 March 2020 with some discretionary works ending earlier in March.

Cleaning is integral to the recently won GSK IFM contract and six additional contracts won in FY
19/20 are due to start mid-2020. The process of exiting lower margin contracts continued.

Within Office Services, Document Management is a largely projects-based business, which has been
impacted by the continuing uncertainty around Brexit during FY 19/20. The unit’s significant five-year
contract win with corporate law firm Addleshaw Goddard, was referenced in the half year results, but
the weak economic environment in the second half has not been conducive to Document
Management’s usual projects revenue generation with a flat overall result on the prior year.

Vetting (Procius) was the only business in Office Services that did not grow in FY 19/20 due to limited
routes to market, coupled with the ongoing challenge of changing its focus from aviation to a wider
commercial offering.

Customer NPS for Business Services increased |2 points to +28 (FY 18/19 +16). This is largely due to a
significant improvement in customer relationship management, which is now more prominent and
prioritises a personal approach to maintaining and improving business relationships, and the division’s
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position as a thought leader in the security and intelligence sector, supported by market-leading
technology.

Financial performance

Business Services grew revenue by 10.4% to £986.9m (FY 18/19: £894.0m). Mitie Group acquired VSG
in October 2018 with £172.2m full year revenue benefitting the Business Services division in FY 19/20
compared to £79.6m for the five months in FY 18/19. Business Services revenue growth was broadly flat
excluding the acquisition of VSG.

Security, excluding the full year of VSG revenue, increased by 4.3% as growth in strategic accounts and
new customer wins were achieved due to an advanced technology offering. Cleaning has focused on
quality earnings, exiting lower margin contracts which, despite contract renewals, led to a revenue
decline of 4.8%. Office Services reported flat revenue year-on-year, largely as a result of the challenging
performance of the Procius vetting business.

Operating profit before other items was up 8.2% to £42.2m (FY 18/19: £39.0m) with growth in the
top Security strategic accounts and a positive contribution from VSG and Office Services. This growth
was offset by a decline in Cleaning profit after key contract changes and the strategic decision to exit
lower margin contracts. Performance in the second half of the year was slightly stronger with a small
improvement in operating profit margins as cost reductions from the newly implemented workforce
optimisation approach started to come through.

Medium-term outlook

The impact of COVID-19 is covered on pages |7 to 23 in the Chief Executive’s Review. The overall
security market remains fragmented, with manned guarding remaining a competitive and highly
commoditised market. In this context, Mitie’s ability to provide a broader range of services gives a
competitive advantage when bidding for and winning business. Retention is subsequently enhanced
through the application of market-leading technology. Security offers a real opportunity for
differentiating Mitie in the facilities management sector.

The integration of Cleaning into the Business Services division provides an opportunity to improve
profit. The focus is on growing margins through disciplined bidding and re-balancing the contract base
away from a low-paid labour-led model to one with more added value.

Specialist Services

Specialist Services accounted for |1% of Mitie’s FY19/20 revenue and 29% of operating profit and
comprises Care & Custody, Waste and Landscapes. Whilst each business is distinctive, they share a
number of common features, operating in niche markets, which are generally higher margin than the
Group’s other divisions and demonstrate good top line growth. The division reported an improvement
in both revenues, to £239.6m (FY18/19 £217.1m), and operating profit before other items to £25.3m
(FY18/19 £20.4m). Operating profit margin increased to 10.6%.

Customer NPS increased 9 points to +17 (FY18/19 +8).

The individual performance of each business unit is below.

Specialist Services, £m FY 19/20 FY 18/19 Change, %
Revenue 239.6 217.1 10.4
Operating profit before other items 25.3 204 24.0
Operating profit margin before other items, % 10.6% 9.4% [.2ppt
Order book 545 664 (17.9)
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Care & Custody

Care & Custody provides high-quality, critical public services in immigration, criminal justice and
healthcare. A range of its services are delivered to vulnerable adults in secure environments, including
immigration removal centre management and detention and escorting services on behalf of the Home
Office. Care & Custody also provides forensic medical examination and custody support services for
police forces across England and Wales.

Care & Custody enjoys good customer relationships, particularly with the Home Office. Although NPS
declined. it is still strong at +44 (FY18/19 +75).

Care & Custody, £m FY 19/20 FY 18/19 Change, %
Revenue 110.2 107.3 2.7
Operating profit before other items 1.7 39 97.4
Operating profit margin before other items, % 7.0% 3.6% 3.4ppt
Order book 481 597 (19.4)

Operational performance
e Healthy pipeline of opportunities
e Leading supplier of medical services to police forces
e Strategic partnership with Attenti for Electronic monitoring services

In June 2019 Care & Custody was appointed to the HM Prison and Probation Service Prison Operator
Services Framework (POSF) which is designed to help deliver the government’s manifesto
commitment of 10,000 new prison places.

Through its ongoing delivery of custodial services, Care & Custody is building on Mitie’s strategy to
broaden the range of essential services it delivers to Government and other public sector bodies. This
year, new contracts with three police forces have been won and extensions secured to three existing
police contracts. Care & Custody also extended its contract to provide facilities management services
to three prisons: HMP Brixton, HMP & YOI Isis and Medway Secure Training Centre.

Cost rationalisation has continued through the integration of Care & Custody’s Workforce IT system
with the Detention and Escorting bespoke MEDS case management system. IT is helping to replace
call handlers and consolidate the business’s Police Health Control Centre activity in one office in
Stockport.

Financial performance

Care & Custody’s revenues increased to £110.2m (FY18/19: £107.3m) as additional revenue generated by
full year revenue from the Detention and Escorting contract offset the end of some contracts. Revenue
from Police forensic medical examination services continued to grow and has more than doubled since
acquisition in 201 6.

Operating profit before other items increased to £7.7m (FY18/19: £3.9m) due to a stronger performance
in our immigration services business, improved margins for Police forensic medical services plus the impact
of expensing a net £3.3m of mobilisation costs related to that contract in HI 18/19. Campsfield House IRC
was demobilised in H1 19720, with the contract having expired in early 2019.

Medium-term outlook
The impact of COVID-19 is covered on pages 17 to 23 in the Chief Executive’s Review.
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Growth potential for the medium term is linked to contracts being awarded under the relevant
frameworks. There are exciting opportunities across forensic medical services, while a major contract with
an NHS Trust in the North West and detainee satellite tracking also open up new opportunities.

Woaste

Mitie Waste is a leading national waste management business providing innovative waste reduction
and treatment solutions. The business views waste as a resource: an opportunity to save money for
customers, as well as benefit the environment. Mitie Waste extracts the value of redundant materials
instead of relinquishing it to the waste industry, sharing the gains with customers so that waste
reduction and changes in behaviour are incentivised. Mitie Waste is focused on waste prevention,
reduction, reuse and recycling.

Waste, £m FY 19/20 FY 18/19 Change, %
Revenue 81.6 63.1 293
Operating profit before other items 9.0 7.2 25.0
Operating profit margin before other items, % 11.0% 11.4% (0.4 ppt)
Order book 24 28 (14.3)

Operational performance
e NHS framework worth £80m
e  Operating profit and revenue increased more than 25%
e New business from PSA Group, Bellrock and Babcock

Mitie Waste works with customers to reduce not only their carbon footprint, but business waste going to
landfill. During the year several customers were helped to achieve their ESG targets ahead of time. A
successful partnership with Goldman Sachs saw approximately £300k-worth of surplus office furniture
donated to charity via the Waste Match service. This saved the customer the expense of a costly disposal
and avoided the environmental damage associated with large volumes of landfill.

Behavioural change is a key goal for Mitie Waste, which supported its customer Bidfood’s single use plastic
awareness campaign in schools. In collaboration with the Girl Guides, Mitie Waste developed an ‘Acting
on Plastics’ badge, with a similar scheme planned for Brownies, Cubs and Scouts.

New business in FY19/20 included a contract with a multinational engineering services provider, together
with an extension with a group of NHS Trusts. Other customers include Bellrock, Babcock, AF Blakemore,
Vauxhall, Unilever and JLL. The order book has decreased as a majority of work for Waste is variable on
the quantity of waste produced and therefore doesn’t appear in the order book.

Waste continues to perform well with customers and achieved a good NPS score of +14 in the 2020 NPS
survey (FY18/19 +1).

Financial performance

Revenue in Waste grew 29.3% to £81.6m (FYI8/19: £63.1m), driven primarily by an improvement in
variable works across the portfolio and by a full twelve months’ impact from the NHS clinical waste
contract, which was mobilised in October 2018. Approximately 80% of contracts are related to managing
customers’ waste expenditure, with the mutual objective of reducing waste spend and impact on the
environment.

Operating profit before other items increased by 25.0% to £9.0m (FY18/19: £7.2m), reflecting improved
margins for new work and projects in the second half of the year with NHS Clinical and Unilever, and also
due to supplier cost control and relationship management.
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Medium-term outlook
The impact of COVID-19 is covered on pages |7 to 23 in the Chief Executive’s Review.

There is an estimated £ltrillion to be spent on decarbonisation in the UK, presenting material
opportunities for Mitie Waste. Through our Plan Zero initiative, Mitie aims not only to achieve net zero
carbon by 2025, but to help customers in the development and implementation of their own sustainability
agendas. The pipeline for this growth is strong, with opportunities to target large-scale existing Mitie
customers for cross-sell opportunities, and to win new customers.

Landscapes

Landscapes is a top five UK provider of landscaping, focused on both horticultural and winter services.
The former includes landscape maintenance, projects and improvement schemes, estates maintenance,
interior plants and seasonal displays. Winter services comprise snow clearance and salt gritting.

Landscapes enjoys a balanced mix of fixed and pay-as-you-go work throughout the year. This ensures
a broadly stable performance, with further upside during harsh winters when gritting services are
provided. Landscapes customers are primarily private sector, with a good representation across Mitie’s
strategic accounts.

Landscapes, £m FY 19/20 FY 18/19 Change, %
Revenue 47.8 46.7 2.4
Operating profit before other items 8.6 9.3 (7.5)
Operating profit margin before other items, % 18.0% 19.9% (1.9ppt)
Order book 40 39 2.6

Operational performance
e Strong retention rate of more than 92%
e Award winning Gold RoSPA for safety
e New client win from BMW

Landscapes delivered another year of industry-leading operating margin, driven by operational efficiency
and a good revenue mix. The business is focused on high resource utilisation and operating density, using
a highly efficient, directly employed workforce.

Frontline teams operate to a ‘delivering the basics brilliantly’ policy, and the business has invested in new
equipment, vehicles and technology to deliver the best possible service. There has been further
investment in Landscapes’ Nottingham hub, which ensures equipment is maintained, repaired and
returned to the front line within 24 hours of a service request, thus avoiding operational disruption.

Landscapes has benefited from contract extensions on over |,000 sites with NHS Property Services and
Lloyds Banking Group, and new contract wins on over 2,000 sites, including with GSK and BMW.
Landscapes has also moved into the education sector, providing grounds maintenance and sports ground
renovation works to 75 schools across the UK.

Landscapes achieved an improved NPS score of +14 in the 2020 NPS customer survey (FY18/19 +6).
Financial performance

Revenue for Landscapes increased by 2.4% to £47.8m (FY 18/19 £46.7m) with 4% new contract growth
and winter sales also increasing by 4%. Further revenue growth was held back by a significantly milder
than average winter.
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Operating profit was 7.5% lower due to the milder winter and the impact on revenue mix. Despite
this, Landscapes delivered a strong performance with operating profit before other items of £8.6m
(FY18/19 £9.3m).

Medium-term outlook
The impact of COVID-19 is covered on pages |7 to 23 in the Chief Executive’s Review.

Landscapes immediate focus is to ensure continued delivery of a highly efficient and quality orientated
service to its customers. Productivity and utilisation are monitored via integrated technology solutions
and data monitoring to ensure the business remains on track against key KPI targets and competitive
against its peers. Account management teams will continue to advise customers and, with an increasing
focus on sustainability and employee wellbeing, Landscapes is well placed to deliver project works across
customer |ocations.

The outlook remains encouraging with opportunities to access new sectors and customers in facilities
management, logistics, utilities and pharmaceuticals.

Discontinued operations

Catering
Catering, £m FY 19/20 FY 18/19 Change, %
Revenue 60.5 136.1 nm
Operating profit before other items 2.8 8.6 nm
Operating profit margin, % 4.6% 6.3% nm

In August 2019, Mitie announced the sale of its catering and hospitality business, comprising Gather &
Gather and Creativevents, to CH&CO. This was for a consideration of up to £85m, with £73m payable
in cash at completion and further deferred consideration payable within 12 months of completion and
four years of completion subject to the achievement of certain performance milestones. The deal
completed on 6 September 2019. Mitie and CH&CO entered into a strategic partnership ensuring that
the Gather & Gather catering offer remains exclusive to Mitie’s customers as its only IFM sector
partner.

For the five months up to disposal, Catering reported revenues of £60.5m (FY18/19: £136.1m) and
operating profit before other items of £2.8m (FY18/19: £8.6m).

Corporate overheads

Corporate overheads represent the costs of running the Group and include costs for the head office
commercial and business development, financial, marketing, legal and HR teams. Corporate overhead
costs have marginally increased to £37.9m (FY18/19: £36.7m) with costs incurred improving Mitie’s
systems infrastructure, strategic account management investment, procurement investment and
management incentives. Systems investment areas include data hosting costs and infrastructure to
underpin Mitie’s new permanent recruitment platform.
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Finance review
Overview

e Revenue growth from continuing operations of 4% to £2,174m. Excluding the acquisition of
VSG, organic revenue was, as expected, broadly flat year over year.

e  Operating profit from continuing operations before other items increased 8% to £86.Im
(FY'18/19: 79.6m)

e  Catering business disposed of during the year, with a net gain on disposal of £49.4m

e  Average daily net debt continued to fall, decreasing by 21% to £240m on a pre-IFRS 16 basis

e  Covenant leverage (net debt / EBITDA) reduced significantly to 0.7x at 31 March 2020, from
I.3x at 31 March 2019

This year has seen Mitie continue to deliver its financial strategy with further progress towards a
strong and stable balance sheet, reducing off-balance sheet financing at the same time as reducing
leverage. Average daily net debt has reduced from £302.0m in FY18/19 to £239.6m in FY19/20 on a
pre-IFRS 16 basis, and Mitie’s total financial obligations have decreased by £89m over the same period,
to £292m at the end of FY19/20. This represents a £159m reduction over two years. Covenant
leverage (net debt / EBITDA pre-IFRS 16) is down to 0.72x as at 31 March 2020, and interest cover
has increased to 9.3x.

These improvements to the balance sheet have been delivered alongside ongoing investments in
financial systems and substantially improved supplier payment performance.

The Group adopted IFRS 16 ‘Leases’ starting | April 2019. Prior year comparative information has not
been restated for IFRS 16 under the adoption method applied. Comparative information has been re-
presented to classify the Catering business as a discontinued operation.

Alternative Performance Measures
The Group presents its key financial analysis as the results of continuing operations before other items.

The Directors believe this is useful for users of the financial statements to provide both a balanced
view of, and relevant information on the Group’s underlying financial performance. Accordingly, the
Group separately reports impairment of goodwill, cost of restructuring programmes, acquisition and
disposal costs (including the impairment and amortisation of acquisition-related intangible assets), gain
or loss on business disposals and other exceptional items as ‘Other Iltems’.

New accounting standards
IFRS 16 ‘Leases’ became effective for the Group from | April 2019 and replaces the requirements of

IAS 17 ‘Leases’. The Group has adopted IFRS 16 using the modified retrospective approach under
which the cumulative effect of adoption is recognised through reserves, with comparatives continuing
to be reported under IAS 17.

An asset representing the Group’s right as a lessee to use a leased item, and a liability for the associated
future lease payments, has been recognised for all leases, subject to limited exemptions for short-term
leases and low-value lease assets. The cost of leases has been recognised in the consolidated income
statement split between depreciation of the lease asset and a finance charge on the lease liability. This
is similar to the accounting for finance leases under |AS |7, but different to the accounting for operating
leases. under which no lease asset or lease liability was recognised, with operating lease rentals charged
to the consolidated income statement on a straight-line basis.

As a result of adopting the new accounting standard for the year ended 31 March 2020, the Group’s
profit before tax has decreased by £1.9m, and operating profit has increased by £1.2m. The reduction
in profit before tax is the net impact of £3.1m of additional finance charges and £23.6m of additional
depreciation, replacing £24.8m of operating lease rental charges. Finance charges under IFRS 16 are
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front-loaded in the early part of the lease term and when using the modified retrospective approach
to adoption, this resulted in the overall cost of leases being greater than operating lease rental charges
would have been under |AS 7. This impact will unwind over the next few years as the remaining term
of the leases in the portfolio becomes more balanced.

Net debt increased by £87.5m at | April 2019 as a result of the recording of the additional lease
liabilities on the balance sheet. This was largely offset within net assets by an increase of £86.2m in
right-of-use assets recorded in property, plant and equipment.

Financial performance
Reported revenue and operating profit from continuing operations are set out below.

Continuing operations, £m FY19/20 FYI18/19 Change, %
Revenue 2,173.7 2,085.3 4.2%
Operating profit before other items 86.1 79.6 8.2%
Other items (21.5) (37.9)

Operating profit 64.6 41.7 54.9%

Reported revenue from continuing operations of £2,173.7m represented an increase of 4.2% when
compared to the same period last year. Excluding the benefit from the VSG acquisition, as expected,
organic revenue was broadly flat year on year as revenue from new contracts was insufficient to
mitigate the reduction in variable works in the second half of the year. As previously highlighted, the
decline in variable works is as a result of the reduction in discretionary spend due to the uncertain
economic environment surrounding Brexit and, more recently, the concerns around COVID-19.

Operating profit from continuing operations, before other items, improved by 8.2% to £86.Im
(FY18/19: £79.6m). This resulted in a small improvement in operating margin to 4.0% (FY18/19 3.8%)
as some significant contract wins and renewals were partially offset by an abnormally high number of
lower margin contract resets, as well as the reduction in discretionary works in the second half of the
year.

Other items from continuing operations, analysed further below, were a charge of £21.5m (FY18/19:
£37.9m), reflecting the Group’s ongoing focus on transformation, including acquisitions and disposals.

Operating profit from continuing operations including other items increased 54.9% to £64.6m
(FY18/19: £41.7m), with the higher growth due to lower levels of other items in FY 19/20.

Continuing operations, £m FY 19/20 FY Change, %
18/19

Operating profit before other items 86.1 79.6 8.2%

Net finance costs (16.2) (13.7)

Profit before tax before other items 69.9 65.9 6.1%

Tax before other items (11.9) (12.8)

Profit for the year before other items 58.0 53.1 9.2%

Other items after tax (17.5) (30.5)

Profit for the year 40.5 22.6 79.2%
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Net finance costs were £16.2m in the year, including £3.Im additional finance cost charged on leases
under IFRS 16. Before IFRS 16, finance costs are £13.1m (FY18/19: £13.7m).

Tax

Profit before tax before other items of £69.9m from continuing operations (FY18/19: £65.9m) resulted in
a tax charge of £11.9m (FY18/19: £12.8m), representing an effective tax rate of 17.0% (FY18/19: 19.4%).
Including other items, the tax charge for continuing operations was £7.9m (FY 18/19: £5.4m).

The Group manages both direct and indirect taxes to ensure that it pays the appropriate amount of tax in
each country whilst respecting the applicable tax legislation, where appropriate utilising any legislative reliefs
available. The strategy is reviewed regularly and is endorsed by the Board.

Mitie is a significant contributor of revenues to the UK Exchequer, paying £504.9m in the year ended 31
March 2020 (FY'18/19: £529.3m).

The Group has taken advantage of the Government support offered under the “Time to Pay’ scheme,
allowing Mitie to defer payment of £33m of tax (PAYE and VAT) which would have been due in March
2020. In addition, the Group has deferred additional tax due between April and June 2020, which together
with the tax deferred from March 2020, is to be repaid in instalments with a final payment due on | April
2021.

Other items

Continuing operations, £m FY 19/20
Project Forte (10.6)
Project Helix (3-6)
Acquisition and disposal related costs (1.2)
Amortisation of acquisition related intangible assets (2.3)
Other (3-8
Total other items before tax (21.5)
Tax credit on other items 4.0
Other items after tax (17.5)

Other items from continuing operations before tax were a charge of £21.5m. The largest component
of the charge is Project Forte, a two-year programme launched in 2019 as part of the wider
transformation programme, and primarily focused on re-engineering the Technical Services business
to modernise the technology infrastructure.

Project Helix costs relate to finalising outsourcing and transformation activities across a number of
functions including IS, HR and Procurement. Project Helix was completed in H2 19/20.

Acquisition and disposal costs include a net credit relating to the acquisition and integration of VSG,
and costs relating to a number of other transactions. Amortisation of £2.3m is for intangible assets
acquired by Mitie, and the remaining £3.8m includes restructuring costs related to other
transformation projects across the Group designed to simplify Mitie, including rationalisation of the
property portfolio.

The tax credit on these other items was £4.0m.
Discontinued operations

During the year, Mitie sold its Catering business to CH&CO, with the sale completing on 6 September
2019. The business has therefore been classified as a discontinued operation.
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Discontinued operations contributed a profit after tax before other items of £2.3m (FY18/19: £10.6m).
Other items after tax from discontinued operations were a credit of £47.7m (FY18/19: £2.3m charge)
and include the £48.7m net gain on disposal of the Catering business as well as transaction costs
relating to prior year disposals (Social Housing and Pest Control).

Earnings per share

Basic earnings per share before other items from continuing operations, increased by 8.8% to 16.0p.
This is as a result of an improvement in profit before tax from higher operating profit and a reduction
in the effective tax rate to 17%.

Balance sheet

FY 19/20 FY 18/19
Balance sheet, £m Post-IFRS 16 Pre-IFRS 16
Goodwill and intangible assets 3295 3445
Property, plant and equipment 110.8 29.0
Working capital balances (176.0) (216.9)
Net debt (167.9) (140.7)
Retirement benefit liabilities (46.7) (63.8)
Deferred tax 29.7 358
Other net assets/(liabilities) I.1 0.3)
Total net assets/(liabilities) 80.5 (12.49)

Overall the Group reported net assets of £80.5m at 3|1 March 2020 (FY18/19 net liabilities of £12.4m),
with the increase largely due to the net gain on disposal of the Catering business.

Goodwill and intangible assets of £329.5m (FY 18/19: £344.5m) were held on the balance sheet at 31 March
2020. The decrease is principally due to the reduction in goodwill following the disposal of the Catering
business.

Property, plant and equipment and net debt have increased following the adoption of IFRS 16. Property,
plant and equipment have increased to £1 10.8m in the year (FY18/19: £29.0m), which includes the opening
IFRS |6 adjustment of £86.2m. Net debt has increased to £167.9m (FY18/19: £140.7m) which includes the
opening IFRS 16 adjustment of £87.5m.

Retirement benefit schemes
Retirement benefit liabilities have decreased by £17.1m to £46.7m (FY18/19: £63.8m). The decrease in the
deficit is principally due to a decrease in inflation since 31 March 2019.

The latest funding valuation of the Mitie Group defined benefit scheme as at 31 March 2017, indicated an
actuarial deficit of £74.0m. The Group agreed a deficit recovery plan with the Trustee for further payments
in instalments totalling £55.4m until 31 March 2025. The funding valuation of the pension scheme as at 31
March 2020 is underway.
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Cash flow

FY 19/20 FY 18/19

Post-IFRS Pre-

Cash flow, £m 16 IFRS 16
Operating cash inflow before working capital movements 105.0 39.5
Working capital movements (332) 80
Operating cash flow 71.8 47.5
Lease payments including interest paid (reclassified under IFRS16) (23.7) -
Sub-total 48.1 47.5
Capex (19.0) (18.6)
Interest (excluding IFRS 16) (11.9) (12.2)
Tax (64) 47
Free cash inflow 10.8 214

Operating cash inflow before working capital movements is largely driven by operating profit before other
items of £86.Im and the add back of depreciation and amortisation. Other movements include a cash
outflow from other items and some smaller cash flow adjustments relating to pensions and share-based
payments.

Working capital
Working capital movements resulted in an outflow for the year of £33.2m.

There has been a £33m permanent working capital outflow from M&A in the year relating to a timing
difference on the settlement of VSG transition payments, the settlement of various Social Housing
liabilities, and the disposal of the Catering business. In addition, confidential invoice discounting (CID)
reduced by £12m, and there was a £24m reduction in deferred income as Mitie sought to normalise
the balance sheet. These outflows have been offset by the £33m HMRC Time to Pay tax payment
deferral.

Capital expenditure
Capital expenditure has increased by £0.4m to £19.0m (FY18/19: £18.6m). The largest element of

capital expenditure was software development, which included expansion of the data lake, operating
system improvements and ERP upgrades. In addition, the nature of some of the recent project wins
resulted in an increase in the value of assets acquired. The remaining costs were primarily related to
property and equipment.
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Net debt

FY 19/20 FY 18/19

£m Post-IFRS 16 Pre-IFRS 16
Free cash inflow 10.8 214
M&A 64.2 43.5
Dividends (144) (14.4)
Other 03) 23
Movement in net debt 60.3 52.8
Opening net debt pre-IFRS 16 (140.7) (193.5)
Opening net debt adjustment for lease liabilities (IFRS 16 adjustment) (87.5) -
Opening net debt post-IFRS 16 (228.2) -
Movement in net debt 60.3 52.8
Closing net debt pre-IFRS 16 n/a (140.7)
Closing net debt post-IFRS 16 (167.9) n/a

On a post-IFRS 16 basis net debt as at 31 March 2020 increased to £167.9m, of which £93.0m related to
additional lease liabilities. Excluding these, pre-IFRS 16 net debt decreased by £65.8m to £74.9m, reflecting
Mitie’s strategy to strengthen the balance sheet and decrease leverage. £40.0m of private placement notes

were repaid upon maturity in December 2019.

Average daily net debt for FY 19/20 decreased by £62.4m to £239.6m (FY'18/19: £302.0m) on a pre-IFRS
16 basis. This includes average M&A net proceeds and offsetting measures to reduce off-balance sheet

financing (paying suppliers faster and reducing invoice discounting).
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Period-end Total Financial Obligations (TFO)

£m FY 19/20 FY 18/19
Net debt pre-IFRS 16 749 140.7
Leases liabilities (IFRS 16) 93.0 -
Net debt post-IFRS 16 167.9 n/a
Supply chain finance 16.0 20.0
Customer invoice discounting 61.2 732
Operating leases n/a 83.7
Pension deficit 46.7 638
Total Financial Obligations 291.8 381.4

Period-end Total Financial Obligations (TFO) have continued to decrease significantly, reflecting Mitie’s
strategy to strengthen the balance sheet and decrease leverage. This improvement has been partially
helped by the HMRC Time to Pay Scheme through which Mitie has deferred £33m of tax payments at 3|
March 2020, alongside reductions in the pension deficit.

Liquidity and covenants

As at 31 March 2020, the Group had £426.5m of committed funding arrangements (FY 18/19: £466.5m).
These comprised a £275m multi-currency Revolving Credit Facility (RCF) maturing in July 2021, and

£151.5m of US Private Placement notes spread over two maturities: December 2022 (£121.5m); and
December 2024 (£30.0m).

Mitie’s two key covenant ratios are calculated on a pre-IFRS 16 basis. These are the leverage (ratio of
consolidated total net borrowings to consolidated EBITDA to be no more than three times) and interest
cover covenant (ratio of consolidated EBITDA to net finance costs to be no less than four times). As at
31 March 2020, the Group was operating comfortably within these ratios at 0.72x for leverage and 9.3x
for interest cover.

Subsequent to the year end, and contingent on a successful Rights Issue, Mitie has agreed amended
financial covenants with the holders of its US Private Placement Note and the RCF Banks to address any
potential trading deterioration from COVID-19. In addition, the Banks have agreed a | 7-month extension
of the facility, providing liquidity of £250m through to |16 December 2022.

Covenant Previous  Sep-20 Mar-21 Sep-21 Mar-22 Sept-22
Interest cover | >4.0x > 3.0x > 1.0x >2.5x > 3.5x > 4.0x
Leverage < 3.0x < 3.0x < 4.0x < 3.5x < 3.0x < 3.0x

If the Rights Issue did not proceed, the RCF would not be extended and would terminate on 23 July 2021
and the other amendments would not be implemented.

The principal financial covenant ratios (leverage and interest cover) for the committed funding
arrangements are tested every six months on a rolling 12-month basis. The FY 19/20 covenant calculations
below are based on a measurement period from | April 2019 to 3| March 2020. A reconciliation of key
items in the calculation is set out in the table below:
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FY 19/20 FY 18/19
£m

(RI2M) (RI2M)
Operating profit before other items 88.9 92.2
Add: depreciation, amortisation and impairment 43.9 20.8
Headline EBITDA 132.8 113.0
Deduct: covenant adjustments 0.3 7.1
IFRS 16 EBITDA adjustment (24.8) -
Consolidated EBITDA (a) 108.3 105.9
Full-year effect of acquisitions & disposals (1.7) (2.3)
Adjusted consolidated EBITDA (b) 106.6 103.6
Net finance costs 16.4 13.8
Less: covenant adjustments (1.7) (1.7)
IFRS 16 finance costs adjustment 3.1 -
Consolidated net finance costs (o) 11.6 12.1
Interest cover (ratio of (a) to (c) must exceed 4.0x) 9.3x 8.8x
Net debt 167.9 140.7
Impact of hedge accounting & upfront fees 23 (3.0)
IFRS 16 net debt adjustment (93.0) -
Consolidated total net borrowings (d) 77.2 137.7
Leverage (ratio of (d) to (b) must
not exceed 3.0x) 0.72x 1.33x

Prompt payment regulations
New requirements, which came into force in September 2019, state that bidders for Government

contracts worth over £5m per annum must demonstrate through their Payment Practices and
Performance Regulations returns that they have paid at least 95% of supplier invoices within 60 days
of receiving them. This impacts two Mitie legal entities, which actively bid for large Government
contracts. These entities are in full compliance with Government contracting requirements for the
six-month period ended 31 March 2020, reporting that over 97% of invoices were paid within 60 days
(HI 19/20 97%).

Dividends

Dividends paid during the year totalled £14.4m. This comprised the FY18/19 final dividend of 2.67p per
share at a cost of £9.6m paid in August 2019 and an interim dividend of 1.33p per share in respect of H|I
19/20 paid in December 2019 costing £4.8m.

The Board has determined not to recommend a final dividend for FY 19/20 due to the uncertainties arising
out of the COVID-19 situation. More generally, the Board’s intention is to hold the dividend flat in line
with amounts paid in immediately preceding years until transformation is complete, when we will review
the dividend policy.

Mitie has reached agreement with the holders of their US Private Placement notes and the revolving credit
facility banks to amended financial covenants, details of which can be found in the Financial Review. In
return, Mitie has agreed, among other things, restrictions to dividend payments which will continue to apply
if leverage is above 3.0x net debt to EBITDA.

Andrew Peeler
Chief Financial Officer
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Stakeholder engagement
Building constructive relationships with key stakeholders is critical to Mitie’s business. The Group is
focused on long-term success and creating sustainable value in the broadest sense.

Key
stakeholders
Customers

Mitie works with
private and public
sector (UK
Government)
customers. Through
understanding
customers’ needs,
Mitie offers value-
added, innovative
and cost-effective
solutions, and builds
enduring
relationships.

Shareholders,
banks,
noteholders and
media

Mitie proactively
engages with
shareholders, banks,
noteholders and
journalists on an
ongoing basis.

How we engage

Ongoing management of customer
relationships by senior leadership
Government is a regulator and
often a customer for Mitie, so
engagement ensures Mitie can help
shape new policies, regulations and
standards

NPS programme

Customer experience programmes
Participation in industry forums
and events

Customer communications
Website and social media
platforms

Meetings, webinars and briefings

Annual Report and Accounts
Annual General Meeting

Investor and News & Insights
sections of the corporate website
Results presentations and post-
results roadshows

Stock exchange announcements
and press releases

Website and social media
platforms

Regular and ad hoc enquiries, calls,
meetings and interviews

Customer satisfaction
Performance and
efficiency
Technology, research
and innovation
Reputation and brand
Sustainability
performance
Governance and
transparency

Vision and values
Social value

People and culture
Financial position
Quality and value for
money

Financial performance
Strength and depth of
management
Governance and
transparency

Sustainability and social

value

People and culture
Contracts, new
products, technology,
innovation

Key areas of interest | Our response and KPIs

* Feedback from unsuccessful
contract bids is analysed to
improve win rates

KPIs

* 5% revenue growth from top
50 customers in FY 19/20

» Customer retention improved

to 90%

Customer wins rate 63%

NPS improved |8 points to

+30

Bi-annual roadshows

Corporate governance and
Environment, Social and
Governance (ESG)-focused
meetings with institutional
investors

CEO and divisional Managing
Directors regularly give
interviews to a number of
publications

KPIs

* EPS improved from [4.7p in
FY 18/19 to 16.0p in FY 19/20

* Net debt/EBITDA 0.7x and
interest cover 9.3x

45



Employees

Mitie has 47,500
employees. The
Group’s success is
underpinned by the
way Mitie leads and
engages with its
people.

Communities
and environment
Mitie’s employees
touch the lives of
others every day.

Suppliers

Mitie works closely
with suppliers to
ensure a
responsible supply
chain.

HR core standards set the
framework for employee
engagement

On-boarding and induction training
and Learning Hub

Annual employee Upload
engagement survey

‘You Said, We Did’ campaign
MiNet, internal communications
and social media platforms
Simplifying Mitie campaign
Celebration Hub

Townhall meetings and annual
roadshow by senior management
‘Grill Phil’ channel to engage
directly with the CEO

‘Back to the floor’ sessions for
Group Leadership Team
Recognition and reward
programmes

Annual individual performance
reviews

Employee volunteering
The Mitie Foundation
Social media platforms
Corporate website
Local community events
Electric fleet vision

Supplier conferences and
workshops

Global supplier portal and notices
to suppliers

Corporate website

Annual Report and Accounts

The Mitie Foundation

Health, safety and
environment
performance
Reputation

Employee development
Talent pipeline and
retention

Career opportunities
Diversity and inclusion
Remuneration and
reward, including
Choices benefits
platform

Future talent pipeline
Local operational impact
Health, safety and
environmental
performance

Responsible
procurement

Trust and ethics
Prompt payment code
Operational
improvement

* Supporting women in STEM
roles (Science. Technology,
Engineering. Maths)

Mitie Exceptionals is a group of

volunteers across the Group
who act as ambassadors for
Mitie’s values and behaviours
Jennifer Duvalier, Non-
Executive Director, has

improved Board engagement
with the workforce

KPIs

* All injury frequency rate
decreased 14%

Employee engagement
increased to 46% in FY 19/20
from 45% in FY 18/19

» Ready2Work

* Employer engagement days
School, academy and college
events

Focus on key social value areas
where Mitie can make a real
contribution

Plan Zero

KPIs
* Reduction in fuel and energy
consumption 8%

Reduction in carbon intensity
5% (tonnes/£m revenue)

Mitie encourages suppliers to
work collaboratively to ensure
continual improvement in
operations and to deliver
mutual benefit

Only trade with suppliers that
comply with Mitie’s
Procurement Policy and
Supplier Social Value Policy

KPIs

* Trade creditor payment days
were 50 days in FY
19720
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Non-financial information statement

We continually look for ways to make Mitie a responsible business and we actively engage with
stakeholders to improve the Group’s impact. In FY 19/20, Mitie followed the publication of its Social
Value Report 2018/19 with Plan Zero, an ambitious, industry-leading pledge to reach net zero carbon
emissions by 2025. Mitie’s electric fleet continues to develop, with more than 350 electric vehicles
(EVs) on the road and more than 320 renewable energy EV charge points installed. We continue to
focus on social value and reducing our environmental impact.

We use a variety of tools to 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 our
employees, suppliers, communities, shareholders and customers.

B R i o
4 .eportmg 10B Relevant policies® 1 1B Annual report page reference
requirement

Environmental matters Sustainability policy Stakeholder engagement pages 45 to 46
Procurement policy Plan Zero / Environment pages 67 to 69
Social value pages 55 to 60

Employees One Code: our code of conduct Chief Executive’s strategic review pages 17 to 23
People policy Stakeholder engagement pages 45 to 46
Inclusion policy Our people pages 49 to 54
Health and safety policy Social value pages 55 to 60

Ethical business practice policy
Sustainability policy

Quality policy
Social matters Sustainability policy Chief Executive’s strategic review pages |7 to 23
Social value pages 55 to 60
Stakeholder engagement pages 45 to 46
Human rights One Code: our code of conduct Social value pages 55 to 60

Ethical business practice policy

Anti-bribery and anti- One Code: our code of conduct Social value pages 55 to 60
corruption Ethical business practice policy Our people pages 49 to 54
E-learning module available for Stakeholder engagement pages 45 to 46

employees through the process
repository (BMS) and Learning Hub

Suppliers Procurement Policy
Supplier Social Value Policy
Business model Business model pages | | to 13
Non-financial KPlIs KPIs pages 24 to 26
Principal risks Principal risks and uncertainties pages 77 to 91

Viability statement pages 92 to 94
Audit Committee report pages 131 to 140
The Board pages 95 to 130

3 Policies, statements and codes are available at www.mitie.com
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Mitie Social Value and Responsible Business Charter

In September 2019, Mitie launched its first Social Value Report, in which | highlighted that all Mitie staff
have a role to play in creating a brighter future for our people and our planet. This focus on Social
Value, our people and our planet, is just one example of how we at Mitie deliver 'the exceptional,
every day'.

Mitie’s vision for Social Value is to lead the Facilities Management (FM) sector in creating social value
through everyday operations, leaving a legacy for the communities in which we work to support a
brighter future for all. Mitie will do this by having clear targets across its five pillars of Social Value,
which are Employment, Responsibility, Community, Environment and Innovation; each backed up with
a plan to deliver against these targets. We will embed Environmental, Social and Governance (ESG)
considerations in every aspect of our business from strategy to supply chain management to delivering
for our customers.

Increasingly, our customers expect us not just to have clear targets on all aspects of Social Value,
especially the environment, but to be able to support them in delivering their own challenging targets
in areas such as decarbonisation, reducing their energy usage and waste management. Mitie’s expertise
is demonstrated by its leadership in the transition to electric vehicles as well as its Group-wide
ISO14001 (Environmental Management System) and ISO9001 (Quality Management System). Subject
matter expertise is further evidenced by Mitie Energy’s ISO50001 (Energy Management System) and
Mitie Waste’s BS8001| (Circular Economy) as well as our industry leading Plan Zero commitment to
net zero carbon by 2025.

Mitie will continue to review its targets and approaches to the economic, social and environmental
aspects of Social Value to ensure we lead 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.

This Charter supports this drive, demonstrates Mitie’s earnest commitment and provides transparency
of our key activities.

Oversight and governance for this Charter is provided by the Social Value & Responsible Business
Committeee chaired by Baroness Couttie.

As of April 2020, Mitie has achieved a ‘Low Risk’ ESG rating of 13.0, on a scale from 0 to 100, from

the highly-regarded ESG rating agency, Sustainalytics. Mitie was placed number one globally in the FM
sector.

Phil Bentley
Chief Executive Officer
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Our people — Making Mitie a great place to work

As a major UK employer with 47,500 colleagues, Mitie takes its responsibility towards its people
seriously; they are its strength.

Everyone working at Mitie is taught our vision, which applies to individuals, the work they do and what
we seek to achieve for our customers: “The exceptional, every day.’ Our five core values underpin
this overarching vision and help define the way we behave and carry out our business:

e  We are One Mitie

e  We are built on integrity and trust

e  We go the extra mile

e Our diversity makes us stronger

e Our customers’ business is our business

We continue to focus on making Mitie a great place to work. During FY 19/20 a wide range of people-
focused initiatives have sought to further embed our ‘One Mitie’ culture, ensuring colleagues feel
valued, heard and empowered.

Improving engagement

Upload: You Said, We Did

Mitie’s annual employee engagement survey, Upload, is designed to produce feedback that can be acted
upon to impact and improve the experience of working at Mitie. The results are subsequently reported
in the You Said, We Did campaign, which in FY 18/19 saw the implementation of over 30 new
initiatives, all as a direct result of employee feedback.

In March 2020, Upload was run for the third time. Mitie’'s employee engagement score for 2020 was
46%, which is up 1% from the 2019 score.

Amplifying the employee voice

While Upload continues to be Mitie’s annual benchmark of employee engagement measurement, it is
nonetheless a point-in-time score. New ways to gather feedback on an ongoing basis have been
introduced so that any necessary improvements can be made in response to matters raised by
employees.

‘Grill Phil’ is a way for employees to share questions and suggestions directly with Phil Bentley, Mitie’s
Chief Executive Officer. Each email to the dedicated Grill Phil address receives a personal response
and is followed up to see that issues have been satisfactorily resolved, where possible.

Mitie’s successful Frontline Focus programme continues, with senior leaders and Board members
spending time with the frontline to gain insight, ideas and feedback directly from employees.

Jennifer Duvalier is Mitie’s designated Non-Executive Director, responsible for overseeing Board
engagement with the workforce. She champions the voice of Mitie employees at Board discussions
and participates directly in employee engagement initiatives. During FY 19/20, Jennifer has spent time
with frontline employees across the country, both in person and virtually. Jennifer’s focus on the
frontline will continue into FY 20/21, with an events schedule already in place.

The Simplifying Mitie campaign draws on the expertise in the business and encourages people to make
suggestions that will improve processes and remove barriers to efficient working. The recently formed
Quality Improvement Council (QIC) is also working to tackle processes, systems and data issues, and
drive better use of technology. These initiatives recognise that people with the best suggestions are
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those using the technology and observing processes every day. As a result of Simplifying Mitie feedback,
66 improvements have already been made, including the launch of a new supplier on-boarding portal,
IT upgrades and a new purchase order template to simplify payment settlements.

Finally, a new exit interview process is providing data on how to keep Mitie’s best talent and continue
to improve the experience of working at Mitie.

Team Talk Live

Mitie aims for its leaders to be visible and accessible, however, with 47,500 employees across the UK,
this is not easy.

In September 2019, the format of 2018’s Executive Roadshow was extended to further increase its
scope. This became Team Talk Live 2019, an opportunity for 4,000 colleagues to meet the executive
team and hear more about Mitie’s strategy. Held over five days in five locations, the packed schedule
covered key initiatives and underlined the important role Mitie’s people have in delivering its goals.

Quarterly ‘Town Hall’ updates continue to be run from the London HQ in the Shard. These are live-
streamed and available to view after the event.

Celebrating the exceptional, every day

Mitie knows it is important to recognise and celebrate colleagues who deliver the exceptional, every
day. Reward and recognition has therefore continued to be one of the key focuses during FY 19/20,
as reflected by a number of initiatives.

Celebration Hub

Mitie’s new online platform, Celebration Hub, makes it easier than ever for people to thank and
congratulate each other, helping to embed a culture of achievement and recognition. Colleagues can
log on from portable devices 24/7 to send e-cards and more. The hub also contains information about
colleague benefits, long service awards and Mitie Stars. The latter awards scheme was reinvigorated
in January 2019, and since then over £85,000 in cash prizes has been presented to worthy winners. In
December 2019, a Mitie Stars awards ceremony was held, during which some outstanding acts were
given the recognition they deserved. First, second and third prizes of £10,000, £5,000 and £2,500 were
presented to the winners.

New initiatives include a new retirement process focused on recognition, as well as enhancements to
maternity communications, which will keep colleagues on maternity leave better informed.

e Over 5,000 nominations for Mitie Stars
e Over £85,000 in cash prizes awarded

e Over 5,000 long service awards presented to celebrate milestones of five, 10, 20, 30, 40 and
50 years.

Attracting and retaining the best talent

In the ‘War for Talent’ recruiting and retaining the right people is more important than ever. Mitie’s
Talent Hub platform is an industry-leading talent and resourcing function to help find and keep the
best people at all levels. Talent Hub supports the Mitie brand, underlining its reputation as a
responsible employer. The hub also raises awareness of internal career paths open to the workforce.
A variety of further initiatives are in place to ensure that a career at Mitie proves mutually beneficial.
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Supporting our people

A continually evolving communications strategy, designed to speak to all five generations in the
workplace, underpins Mitie’s people activity. Its aim is to make sure people feel supported and proud
to wear the Mitie badge.

Mitie empowers its managers to have conversations with their teams through learning and
development. Mitie also provides communicative tools, such as the monthly Download briefing to be
shared with teams. Mitie has expanded its established network of Mitie Exceptionals, a group of
volunteers across the Group, who act as ambassadors and help cascade communications to frontline
employees.

With most of its people managing remote and disparate teams, Mitie has invested in IT infrastructure
to enable maximum efficiency. In FY 19/20, Mitie replaced 1,629 laptops, upgraded 7,547 devices to
Windows |0 and increased the memory in 1,301 devices to improve performance. These
improvements provided resilience when many people were forced to work from home as a result of
the COVID-19 outbreak. A new bereavement policy has also been implemented, which is especially
relevant in the context of COVID-19.

Mitie has invested in new frontline channels, such as Celebration Hub (see above) and the quarterly
Exceptional magazine, which shares news and successes, and celebrates the exceptional work its
colleagues deliver each and every day.

Maintaining contact with employees is proving especially important during the COVID-19 outbreak.
Regular communications ensure colleagues are kept up to date and informed of protective measures
so that they can protect not only themselves, but customers’ people, and also keep businesses running.

Mitie’s ongoing ‘We’re Nothing Without You’ campaign is aimed at recognising frontline heroes who
deliver, ‘The exceptional, every day.” The campaign video, accompanying posters, and case studies
showcase exceptional people living and breathing Mitie’s vision and values.

Developing our people

Mitie is a people business. The skills, knowledge and behaviours demonstrated by colleagues make a
real difference to the Group’s business performance. It is vital that Mitie supports its employees to
acquire the right skills and knowledge from day one of joining, and that it continues to develop and
challenge them throughout their careers. Mitie’s ambition is to capture the social way that people are
learning today, providing its employees with the learning curriculum when they want it, in the format
most convenient for them. To build on its Learning Hub technology and the apprenticeship strategy
implemented in FY 18/19, Mitie has launched its full Learning & Development core offering, which is
made up of five key pillars:

e Licence to Operate — Offers tailored training to enable colleagues to deliver, ‘The
exceptional, every day’.

e Licence to Lead — This management development programme equips managers with the
tools they need to lead their teams the Mitie Way, helping to deliver exceptional performance.
It explores the fundamentals of leadership, including absence management, disciplinaries and
grievances, investigations, performance management, recruitment and selection. All managers
are expected to be passionate about Mitie’s business, ambitious and willing to learn.

e Apprenticeships — Provide practical learning, support and a nationally-recognised
qualification, while participants work.

e Academy Frameworks — Learning and development to build competence in professional
skills.

e Talent Development — Built in partnership with line managers to help shape future career
paths and realise potential. Mitie’s manager toolkit supports these important development
conversations.
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Group Leadership Team (GLT) Development Programme

The GLT is comprised of many of the most senior leaders in Mitie’s organisation; investing in their
development is essential. The GLT Development Programme was created to support these leaders in
reaching their full potential and features four distinct phases.

Validate and Diagnose: Each leader identifies their personal development focus areas. They are
encouraged to determine both strengths that they can leverage, as well as any areas preventing them
from reaching their full potential.

Scope and Plan: A development plan is created, taking account of the unique aspirations and
requirements identified in the first stage.

Develop and Grow: Leaders are required to move beyond the ‘What?’ and ‘How?’ of their personal
development programme to put their plans into practice. A suite of learning resources, which can be
tailored to specific requirements, interests, learning styles and work capacities, is at their disposal.

Review and Reset: At the end of each year, a talent review examines the status of personal
development objectives. Leaders obtain extensive feedback via a 360-degree review process, allowing
them to assess progress and decide on areas of focus for the year ahead.

Strategic Account Manager Academy

By identifying those who have the most potential to progress, Mitie can plan for the future needs of
the business and make sure it has a healthy pipeline of people ready to step up to its most senior and
business-critical roles.

Building on the success of its Sales Academy, Mitie’s Strategic Account Manager (SAM) Academy was
created with carefully selected resources to develop some of the Group’s most senior leaders against
the core requirements of their role. Each SAM receives an essential grounding within core business
disciplines by enrolling on an Apprenticeship Levy-funded Chartered Manager Level Six
Apprenticeship.

Apprenticeships

Mitie paid £5m into the Apprenticeship Levy scheme in FY 19/20 and had 573 apprentices as at 31
March 2020 working across its portfolio of contracts on over 50 apprenticeship routes, each tailored
to the different businesses within Mitie.

Mitie takes an ‘apprentice first’ approach to training, partnering a number of specialist providers to
ensure delivery of learning that meets the needs of the individual as well as the business. Mitie
recognises the Government’s target of 2.3% apprentices across the workforce: a target the Group
expects to exceed.

Our diversity makes us stronger
Mitie’s strategy is to create a great place to work by attracting and retaining a diverse workforce and
fostering a truly inclusive culture where everyone can bring their true selves to work.

Mitie’s focus is on women, ex-military personnel, those with a disability, people who identify as LGBT,
those from a Black, Asian and minority ethnic background (BAME), and people over the UK retirement
age of 66.

Mitie’s employee networks continue to support its inclusive agenda through a calendar of events to

raise awareness, actively promote understanding and provide support for Mitie people of all genders,
ethnicities, sexual orientations, backgrounds, ages and disabilities.
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During FY 19/20, Mitie relaunched both its BAME and women’s networks. The past year also saw the
launch of a new network to support armed forces leavers, veterans, and families and friends of the
forces.

Mitie Employee Networks

e CHORD: ethnic minorities, particularly BAME (Black, Asian and Minority Ethnic) — sponsored
by Jason Towse, Managing Director of Business Services. Mitie’'s CEO, Phil Bentley, is being
‘reverse mentored’ by a member of CHORD

e Mitie Women Can: gender equality — sponsored by Carlo Alloni, Managing Director of
Technical Services

e Proud to Be: LGBTQ awareness — sponsored by Jasmine Hudson, HR Director — Group &
Specialist Services

e Mitie Military: armed forces — sponsored by Charles Antelme DSO, Head of Defence

e Enable: disability awareness and support — sponsored by Simon Venn, Chief Government &
Strategy Officer

e Generations: age awareness — sponsored by Peter Dickinson, Chief of Staff & General Counsel

Mitie is also now a signatory of the Disability Confident scheme with the Department for Work and
Pensions and has committed to:

e Ensuring its recruitment process is inclusive and accessible

¢ Communicating and promoting vacancies

e Offering interviews to disabled people

¢ Anticipating and providing reasonable adjustments as required

e Supporting any existing employee who acquires a disability or long-term health condition,
enabling them to stay in work

¢ One company-wide activity that will make a difference for disabled people

% of female Board members 50%
% of female employees 36%
% of women in STEM roles 20%
Number of employees over the current UK retirement age of 66 2,662

Don’t just take our word for it...
Several awards and accreditations recognise Mitie’s achievements in making a great place to work.

o Inclusive Top 50 UK Employers 2019/20, powered by Inclusive Companies. Mitie was placed
sixth, moving up from 17t in 2018/19. The league table celebrates the most inclusive
employers in the UK, shining a light on best practice across all strands of diversity: age,
disability, gender, LGBT, race and faith / religion.

o Certified as a UK Top Employer by the Top Employer’s Institute for the second year in a row.
Employers who qualify have demonstrated that they lead the way in people-first HR practices.

e Silver Award in the Government’s Defence Employer Recognition Scheme. Mitie is also a
signatory of the Armed Forces Covenant.

e Recognised among Britain’s Most Admired Companies, 2019.

e Finalists in Best Approach to Engagement Surveys, Engagement Excellence Awards, 2019.

o Shortlisted for Employee Engagement Award, Personnel Today Awards, 2019.

For updates on the Real Living Wage and Mitie Foundation, see Focus on Environment, Social and Governance
on page 61.
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Quality, Health, Safety and Environment (QHSE)
The QHSE team launched Mitie’s LiveSafe programme in December 2018 to continually improve
Quality and HSE performance. It is based on five core principles:

e All injuries and occupational illnesses are preventable
e Everyone is responsible for safety

e Safety is a condition of employment

e Everyone has the right to challenge anyone

e Never think you can’t keep improving

More than a year later, the impact of the campaign is being clearly demonstrated in significant
reductions in accident and incident rates. This shows a definitive cultural shift, with the importance of
health and safety becoming embedded and reflected in workforce behaviours, along with widespread
acceptance that safety is essential in order to be ‘Exceptional, every day.’

Mitie’s commitment to ensuring near misses and hazardous conditions are reported has also
contributed to lowering the number of accidents. The practice of meticulously recording all relevant
incidents is being embraced by the workforce and means potential accidents are frequently caught
before things escalate, enabling risks to be mitigated.

Two key indicators demonstrate the extent of the progress made by Mitie. In FY 19/20 Lost Time
Injury Frequency (LTIF) reduced by 34% and fleet Road Traffic Collision Frequency (RTCF) reduced
by 24%.

LiveSafe is an ongoing programme and campaign with its own informative section on the intranet,
where colleagues can access a wealth of QHSE-related information, including resources such as
LiveSafe flashes, which allow learnings to be shared across the organisation. Mitie’s efforts to keep its
people safe are of greatest importance and will continue to be focused on further improving safety
performance.

Promoting a healthy culture

Employee wellbeing is one of Mitie’s priorities, with a commitment to promoting a culture of good
mental and physical health throughout the workforce. To do so Mitie operates an Occupational Health
and Wellbeing Strategy, which complies with Health and Safety Executive / health management best
practice and is aimed at nurturing the wellbeing of colleagues.

The following health issues exist within the UK general population, and therefore throughout Mitie’s
workforce, and will be a key focus for Mitie over the next three years:

* Depression, stress and anxiety
*  Wdeight and diet issues

*  Drug and alcohol abuse

* Heart disease

* Diabetes types one and two

*  Musculoskeletal issues

*  Work-related ill health

* Driver health

To support its Occupational Health and Wellbeing Strategy, Mitie currently has approximately 50

Mental Health First Aiders in the business. The QHSE team will continue to drive Mitie’s occupational
health and wellbeing strategy with a specific focus on mental health.
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Delivering social value

Mitie takes great pride in its contribution to life in the UK and Ireland. Mitie grits roads in winter and
helps keep offices cool in summer. Mitie looks after a wide variety of people, not only ensuring their
workplaces are safe and clean, but treating detainees and arrestees with dignity. Mitie takes its
responsibility as one of the UK’s biggest employers seriously and recognises that it is only right to give
back to the communities in which it works.

In March 2020, Mitie published a Social Value Charter, which followed on from the Mitie Social Value
Report 2018/19. For the latter, a detailed review of the UN Sustainable Development Goals (SDGs),
as well as the National Themes, Outcomes and Measures (TOMs), determined that Mitie’s five social
value pillars would be Employment, Responsibility, Community, Environment and Innovation.

The five pillars incorporate all of the UN SDGs and targets have been set against each, apart from
Innovation, which supports the delivery of the others.

Mitie will report progress against each target, and where they are achieved early, or progress suggests
this will be the case, they may be reviewed to make them more challenging and therefore maximise
the corresponding sustainable benefit. Mitie has already done so under the Environment pillar with its
recently launched Plan Zero commitment, having achieved the target of a 35% reduction in carbon
intensity by 2020 on a FY 09/10 baseline a year early in FY 18/19.

Mitie’s
Social Value
Pillars

Employment

As a major UK employer, Mitie can transform lives through providing rewarding employment and
learning and development, which is available to all across its diverse workforce.

Mitie’s approach to Employment aligns with the following UN SDGs:

I — No Poverty

4 — Quality Education

5 — Gender Equality

10 — Reduced Inequalities
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Commitments and goals

Mitie aims to create jobs, help people onto the career ladder to combat poverty and provide education
and personal development, while reducing inequality. Milestone targets are in place for each financial
year.

Targets:

¢ % of employees where Mitie control their salary paid Real Living Wage = 100% by FY 20/21
® % of employees who have been through an apprenticeship scheme = 5% by FY 24/25
e % of women on Mitie’s Group Leadership Team and Executive Leadership Team = 35% by FY 22/23

Target area Baseline FY FY FY FY FY
(FY 20/21 21/22 22/23 23/24 24/25
18/19)

% of employees where Mitie control

o, O,
salary paid Real Living Wage 75% 100%

7% of employees through 2.3 25 3.0 35 43 5.0
apprenticeship scheme

% of women on GLT & ELT 18% 20% 25% 35% 40%

Employment snapshot

In March 2020, Mitie’s Engender network was relaunched as Mitie Women Can at the Shard, with HR
Director Group & Specialist Services, Jasmine Hudson, and Managing Director of Technical Services,
Carlo Alloni, as executive sponsors. Alongside presentations from the four co-chairs, Managing
Director, Public Sector, Critical Infrastructure & Projects, Kath Fontana, gave a keynote speech, with
the proceedings livestreamed to the rest of the business. The network’s long-term goals include
achieving 50:50 gender representation on the Group Leadership Team.

In February 2020, Mitie celebrated National Apprenticeship Week with daily articles on the intranet

highlighting the outstanding contributions apprentices make to the business. The event was also a good
opportunity to highlight the apprenticeships available to Mitie employees.

Responsibility

Mitie has an extensive supply chain providing goods and services. Mitie works hard to ensure all
suppliers adhere to its supplier code of conduct and selects its supply chain according to how it can
best support SMEs and social enterprises.

Mitie’s approach to Responsibility aligns with the following UN SDGs:

8 — Decent Work and Economic Growth

12 — Responsible Consumption and Production

|7 — Partnership for the Goals

Commitments and goals

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 social enterprise (VCSE)
suppliers. Mitie’s Supplier Management Framework measures performance across a range of metrics,
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including ethical and sustainable supply, with action plans in place to improve outcomes. Milestone
targets are in place for each financial year.

Targets:

o % of spend with VCSE suppliers = this target will be set in FY 20/21. Mitie is working with the
community interest company, Social Enterprise UK, to analyse supply chain spend in order to
set a baseline and identify how to move more spend to VCSE suppliers.

o % of Mitie Group spend with SME suppliers = 33% by FY 24/25. Over 33% of Mitie’s spend on
public sector contracts is with SMEs and Mitie is committed to maintaining this.

o % of spend on Mitie’s Supplier Management Framework = 40% by FY 24/25

Target area Baseline FY FY FY FY FY
(FY 20/21 21/22 22/23 23/24 24/25
18/19)
% of spend with VCSEs Targets are being developed in FY 20/21

% of spend with SMEs (Group:
commit to maintain public
sector % SME spend above
33% target)

27% 29% 30% 31% 32% 33%

% of spend on Supplier

0% 28% 35% 37% 39% 40%
Management Framework

Responsibility snapshot

Increasing its spend with VCSE suppliers is a key part of Mitie’s Responsibility targets. To this end,
Mitie has signed up to Social Enterprise UK’s Buy Social Corporate Challenge, which aims to increase
corporate spend with social enterprise suppliers. Meetings have been scheduled to review Mitie’s
spend, create a baseline and set associated targets.

To better ensure all suppliers comply with its responsible supply chain requirements, Mitie recently
launched a new supplier on-boarding platform through Tradex. The application can flag VCSEs and
SMEs and reminds vendors to update accreditation or documentation which is due to expire, blocking
organisations that fail to do so. This provides an additional guarantee that Mitie only trades with
suppliers that comply with its Procurement Policy and Supplier Social Value Policy.

Community

As a major employer, Mitie plays an important role in communities across the UK. Mitie is committed
to supporting charities and voluntary organisations, as well as the armed forces, veterans and their
dependents. Mitie also supports employee wellbeing, with particular focus on mental health.

Mitie’s approach to Community aligns with the following UN SDGs:

2 — Zero Hunger

3 — Good Health and Wellbeing

16 — Peace, Justice and Strong Institutions

17 — Partnership for the Goals
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Commitments and goals

Mitie’s targets in Community include the introduction of a paid volunteering day for all non-frontline
staff in FY 20/21. Mitie is also committed to colleague health and wellbeing and will build on its already
strong support for the armed forces. Milestone targets are in place for each financial year.

* Number of volunteer paid hours = 16,000 paid volunteering hours by FY 24/25
* Number of hours training delivered on improving Health and Wellbeing = 10,000 by FY 24/25
* Armed Forces Covenant / Recruitment = Targets are being developed in FY 20/21

Target area Baseline FY FY FY FY FY
(FY 20/21 21/22 22/23 23/24 24/25
18/19)

Number of volunteer paid

3,032 8,000 10,000 12,000 14,000 16,000
hours

Number of hours training
delivered on improving
Health & Wellbeing

Not

2,000 4,000 6,000 8,000 10,000
measured

Armed Forces

Covenant/Recruitment Targets are being developed in FY 20/21

Community snapshot

In January 2020, Mitie’s CEO, Phil Bentley, re-signed the Armed Forces Covenant at the Group’s
headquarters in the Shard. Phil was joined by Air Marshal Richard Knighton, Head of Finance for the
Ministry of Defence, on behalf of the MOD. The occasion served to highlight Mitie’s support of those
who serve on the armed forces.

Mitie’s commitment was further demonstrated by a new policy, which means that all employees who
are armed forces reservists receive ten days’ paid leave every year to support them in fulfilling service
commitments. This represents a considerable improvement on the previous policy of five days’ unpaid
leave.

Environment

Mitie is 1SO14001 Environmental Management accredited and has wide-ranging expertise
encompassing the environment and sustainability. Mitie Energy is ISO50001 Energy Management
accredited, while Mitie Waste has BS8001 for the Circular Economy. This expertise has culminated in
Plan Zero, Mitie’s initiative to reach net zero carbon by 2025. This industry-leading goal means Mitie
will achieve net zero carbon emissions 25 years ahead of the UK Government’s 2050 target.

Mitie’s approach to Environment aligns with the following UN SDGs:
6 — Clean Water & Sanitation

7 — Affordable & Clean Energy

Il — Sustainable Cities & Communities

I3 — Climate Action

14 — Life below Water

I5 — Life on Land
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Commitments and goals

Mitie’s environmental targets are encapsulated in its Plan Zero commitment. Mitie will use its expertise
to eliminate carbon emissions from power and transport, eradicate non-sustainable waste and enhance
inefficient buildings to meet the highest environmental standards.

Milestone targets are in place for each financial year.

o Net carbon emissions (Tonnes, Scope | and 2) = 0 TCOxze run rate by the end of calendar
year 2025

e % of fleet zero carbon = 100% by the end of calendar year 2025

e % of waste not reused or recycled = 0% run rate by the end of calendar year 2025

Target area Baseline FY FY FY FY FY
(FY 20/21 21/22 22/23 23/24 24/25
18/19)
CO; emissions (tonnes) 28,912 25,000 21,750 17,500 11.500 4,400
% of fleet zero carbon 0 I5 30 45 65 85
Waste Targets are being developed in FY 20/21

Environment snapshot

With a huge rise in interest in sustainability, Mitie’s Plan Zero initiative has been well received by
colleagues across the organisation. A topical e-booklet, The Mitie Guide to Saving The World, was
distributed to all employees via email, providing tips for reducing environmental impact, both at home
and at work. The publication also set out the exciting plans in place to see that Mitie reaches net zero
carbon emissions by 2025.

Innovation

Mitie is focused on innovating to find new technologies and ways of thinking that will support the
Group in achieving targets across the organisation’s four other social value pillars. Mitie is committed
to clearly reporting progress and evidencing its knowledge, skills and performance in both customer
bids and public communications. As well as delivering on its own targets, Mitie uses its expertise to
support customers and wider business in achieving their own ambitious sustainability goals.

Mitie’s approach to Innovation aligns with the following UN SDGs:

9 — Industry, Innovation and Infrastructure
|7 — Partnership for the goals

Commitments and goals

In contrast to the other pillars, Mitie has not set specific targets for Innovation. This pillar is about
introducing new knowledge and ways of thinking, as well as reporting on progress and building social
value into bids. Instead Mitie has committed to supporting the achievement of targets in the other
four pillars.

e In each future Annual Report Mitie will report progress against each of the milestone targets.

¢ Mitie will capture supplier innovation through its Supplier Management Framework to support
delivery of both its targets and customers’ targets.

¢ Mitie will evidence its capabilities and expertise in sustainability and social value in bids.
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e Mitie will create dashboards and reporting to track and detail progress against targets and the wider
measures of social value, including the National TOMs.

Innovation snapshot

One of the greatest challenges is the raw data required to develop a TOMs-based dashboard for social
value reporting. Much of the information is not currently held within Mitie systems, and therefore
additional harvesting of this data will be necessary if a TOMs dashboard is to be created.

In order to find a solution, part of the social value budget for FY 20/21 has been diverted from a
separate project to fund two junior analysts: one to help develop a Mitie social value dashboard, the
other to capture relevant best practice within Mitie, documenting this for bids and external
communication.
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Focus on Environment, Social and Governance

Mitie’s commitment to ‘The exceptional, every day’ is clearly demonstrated in its approach to
Environment, Social and Governance (ESG). These aspects of business are crucial to the planet, our
people and our pocket; increasingly customers, employees and investors are focusing not only on the
results organisations deliver, but on how they do business.

As of April 2020, Mitie has achieved a ‘Low Risk’ ESG rating of 13.0, on a scale from 0 to 100, from
the highly-regarded ESG rating agency, Sustainalytics.

A ‘Low Risk’ ESG rating means the Company is unlikely to experience ‘material financial impacts driven
by ESG factors,” which include environmental policies, diversity and reporting standards. This score of
13.0 therefore demonstrates Mitie is not only a responsible corporate citizen, but a desirable
organisation in which to invest.

Mitie’s ESG activity, is aligned with its five social value pillars of Employment, Responsibility,
Community, Environment and Innovation.

Employment
As a major UK employer of 47,500 people, Mitie takes its role in reducing inequality and promoting
social mobility very seriously.

Real Living Wage

Mitie recognises that pay and reward plays an important part in making its people feel valued and
engaged. In November 2019, the Living Wage Foundation granted Mitie Recognised Service Provider
status. The accreditation acknowledges that Mitie has committed to end low pay and will always cost
bids to offer customers the option to pay its employees the Real Living Wage of £10.75 in London
and £9.30 across the UK.

Mitie’s partner organisations therefore have the opportunity to decide if they will support payment of
salaries that are based on the actual cost of living, taking housing, food, travel and other essentials into
account. Mitie will always strongly encourage them to do so. In keeping with its commitments as a
Recognised Service Provider, Mitie pays the Real Living Wage to all staff in head office and core
functions.

Mitie Foundation

The Mitie Foundation exists to create life-enhancing opportunities for a diverse range of people,
particularly those with barriers to employment, with the aim of aiding social mobility and supporting
local communities.

Mitie Foundation initiatives seek to raise aspirations, change minds and dispel perceived barriers that,
for a variety of reasons, might otherwise prevent certain candidates being considered for employment.
By helping sometimes overlooked but enthusiastic participants into the workforce, the Mitie
Foundation creates routes to sustainable employment, develops untapped talent and maximises the
potential to enrich workforce diversity.

As a key contributor to Mitie’s social value strategy, the Mitie Foundation’s activities now align with
three key social value pillars: Employment, Responsibility and Community. The Foundation recently
welcomed Baroness Couttie as the new chair of the board: her expert input and leadership will be
invaluable at this exciting time for the charity.

Throughout FY 19/20 the Mitie Foundation continued its award-winning Ready2Work initiative,

providing a structured eight-week work programme for individuals facing barriers to employment. Six
Ready2Work schemes were delivered in Essex, Leeds, London and Manchester, and the team was
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delighted to see the continued trend of over 70% of candidates who complete the programme securing
employment.

The Foundation’s World of Work days also continue to be a popular way for potential candidates to
gain experience of the work environment. Several such events were delivered to partner organisations,
including The Foyer Federation charity, which supports homeless 16 to 25-year-olds. The Foundation
has also developed school outreach programmes for students in economically deprived areas. These
initiatives aim to develop young people’s employability and raise career aspirations.

During FY 19/20 the Mitie Foundation team played an important role in securing Mitie’s Disability
Confident: Committed status. The Mitie Foundation is also finalising the BeyondBars scheme, which
will help those serving a custodial sentence to improve their career prospects.

All Mitie Foundation initiatives encourage suitable candidates to begin apprenticeships to help develop
their skills and future employment opportunities.

For updates on Mitie’s Disability Confident: Committed status, Learning and Development, Apprenticeships and
Diversity, see Our People: Making Mitie a Great Place to Work, starting on page 49.

Responsibility

Mitie has an extensive supplier base that includes goods suppliers, subcontractors and professional
services firms. Given the Group’s role in supporting many of the UK’s leading businesses as well as
the public sector, a responsible approach to business and supply chain is critical.

Policies and procedures

During FY 19/20, the Procurement team reviewed all supplier documentation to ensure it was valid,
up-to-date and aligned to Mitie’s responsibility-focused social value agenda. This led to updated
documentation, including a new Procurement Policy, being published on Mitie’s supplier portal. As
part of the update, Mitie’s first Supplier Social Value Policy was launched in January 2020, covering
both the Supplier Code of Conduct and Sustainable Procurement Requirements.

Tradex

To improve the speed of setting up new suppliers, as well as ease of use for employees and supply
chain partners, in March 2020 Mitie launched the new supplier on-boarding platform through Tradex.
Mitie’s suppliers now have access to an industry-recognised portal, which is used by over 17,000
organisations, making it the largest online construction-based trading hub in the UK.

Tradex ensures that all suppliers have agreed to Mitie’s policies and procedures, as well as having
necessary insurance and trade-specific certification. Supply partners are automatically reminded when
insurance or certification is due to expire. If they fail to do so, the system will block them from gaining
any new business until all their credentials are at the required standard and in date.

Tradex allows suppliers to view their invoice status online, meaning any issues can be promptly
resolved. It also supports the reporting of spend with VCSE suppliers, SMEs and suppliers that have
diverse boards.

Social enterprises and SMEs

Mitie remains determined to do more to support SMEs in its supply chain. The new on-boarding
process makes it even easier for SMEs to register as a Mitie supplier, while the Procurement team
continually reviews spend by market category and considers how to include SMEs in the procurement
process.

Mitie has signed up to the Social Enterprise UK (SEUK) Buy Social Corporate Challenge. The objective
is for a group of high-profile businesses to collectively spend £1bn with social enterprise suppliers.
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SEUK is reviewing Mitie data to create a baseline of current VCSE spend and to identify opportunities
to increase Mitie’s spend in the sector.

Supplier management framework

Mitie launched its Supplier Management Framework (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 unlock new value for both parties. The SMF scores six areas
of delivery: ways of working, innovation, service, ethical and sustainable supply, quality and cost.

As the SMF develops, a greater percentage of Mitie’s spend is being brought into scope. As part of the
ethical and sustainable supply metric, 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 compliance and innovations to support Mitie’s Plan
Zero and social value initiatives.

In FY 19/20, SMF incorporated 20% of Mitie’s spend. This will increase 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 requirement.

Community

Mitie operates across the whole of the UK and is committed to being active in the communities it
serves. The Group is particularly focused on providing volunteers to schools and charities, as well as
supporting armed forces colleagues and looking after the health and wellbeing of its employees, and
the wider community.

Volunteering

To ensure employees have the opportunity to support good causes, Mitie has committed to giving all
non-frontline colleagues one paid volunteering day each year. Over 10,000 volunteering days will be
available to benefit communities across the UK.

Mitie is currently contacting charities to agree collaboration opportunities. Education packs are also
being developed, containing materials to support career development and employability sessions at
local schools. Mitie’s business units and core functions will be required to report on all volunteering
undertaken, which will assist in maximising benefit to relevant good causes.

Health and wellbeing

Many of Mitie’s environmental initiatives positively impact not only its employees, but the communities
in which it operates. For example, the transition to an electric fleet will not only reduce carbon
emissions, but the fine particulate matter and potentially harmful nitrogen oxides found in road traffic
pollution.

A wide range of health and wellbeing-related material is available to colleagues on the Learning Hub.
This has been accessed over 12,500 times since the Learning Hub went live, with 1,966 hours of
relevant training completed.

Armed Forces

Mitie’s commitment to the armed forces community was recognised with a Silver Award from the
Government’s Defence Employer Recognition Scheme in August 2019. This took account of Mitie’s
military network, encouragement of servicemen and women to join the business and active
communication of HR policies to support veterans, reservists and military spouses. Mitie has also
launched a dedicated armed forces career portal, designed for candidates from a military background
to explore career opportunities.
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Environment

Mitie’s industry-leading Plan Zero commitment to reach net zero carbon emissions by 2025
demonstrates its dedication to the environment. Mitie was the first facilities management company to
set such an ambitious goal, which is 25 years ahead of the UK Government’s 2050 zero carbon target.

To broaden its environmental goals, Mitie has signed up to all three business-focused initiatives from
The Climate Group, a leading non-profit organisation working to address climate change. In doing so
Mitie became only the eighth company globally, and the first facilities management business, to sign to
all three initiatives.

EV100: This scheme brings together companies dedicated to accelerating the transition to EVs and
making electric transport the new normal by 2030. Mitie has gone even further by committing to a
zero carbon fleet by 2025, as part of Plan Zero.

EP100: This initiative brings together companies committed to doing more with less to improve their
energy productivity. Mitie has pledged to double energy productivity over the next 25 years, measured
by the amount of energy used per pound of revenue generated. However, based on its ambitious Plan
Zero targets, Mitie expects to achieve this goal by 2025.

REI00: This is a global initiative to showcase companies committed to using 100% renewable power.
Using the Renewable Energy Guarantee of Origin (REGO) scheme, Mitie switched to renewable
energy in 2019, but now pledges to go even further. As electricity use increases with its transition to
EVs, Mitie will move to purchasing energy via a subsidy free power purchase agreement (PPA).

The Climate Group initiatives align with Mitie’s Plan Zero pillars to eliminate carbon and enhance
inefficient buildings. A full assessment of waste across the business is being conducted by experts in
Mitie Waste. Subsequent to the completion of the review, baseline and milestone targets will be set
to align with the pillar pledging to eradicate non-sustainable waste. Mitie will also explore additional
waste-related accreditations and initiatives.

Taskforce on Climate-Related Financial Disclosures

The Taskforce on Climate-Related Financial Disclosures (TCFD) was established by the Financial
Stability Board as a means of coordinating disclosures by organisations in the financial sector relating
to the impact of climate change. TCFD has published a series of recommendations on the disclosures
which organisations should include in their reports. The areas covered are:

e Governance

e Strategy

e Risk management
e Metrics and targets

Below is Mitie’s approach to these four areas.

Governance

The Board has oversight of climate-related risks and opportunities through the Social Value &
Responsible Business Committee (SVRB Committee), chaired by independent Non-Executive
Director, Baroness Couttie. The full SVRB Committee Terms of Reference are available at:
www.mitie.com/investors/corporate-governance.

Mitie’s Plan Zero steering group meets quarterly to oversee actions to mitigate climate-related risks
and capitalise on opportunities. In addition, the Sustainability Working Group is led by experts from
Mitie Energy, who adhere to both the ISO14001 Environmental Management and ISO50001 Energy
Management systems. The Sustainability Working Group owns the Climate Change Risk Assessment
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document, which is circulated to Mitie business units for input, in alignment with the ISO management
systems, then to the SVRB Committee for approval.

Strategy

Mitie’s climate-related risks are categorised as either transitional or physical, with detail provided on
impact scale, consequences (including financial impact), probability and severity. Control measures are
subsequently identified along with the priority horizon of short, medium or long-term.

Mitie’s highest currently identified risks relate to disruption to travel due to climate-related events,
higher costs associated with assets damaged through extreme weather and a reduction in investor
confidence if Mitie does not take appropriate climate change action.

However, Mitie’s business means that the opportunities presented by climate change outweigh these
risks. Mitie has a wealth of relevant expertise:

e Energy productivity improvement

e Renewable energy procurement

e Transition to low carbon solutions, such as EVs

e Waste reduction, including circular economy solutions

Mitie is ideally placed to support customers and other organisations in their transition to a low-carbon
business model. Scenarios which accelerate the need for climate action simultaneously increase the
opportunity for Mitie; expertise and prompt action will be required by a range of businesses. Mitie has
taken an industry-leading pledge to reach net zero carbon by 2025, as part of its Plan Zero initiative,
and will capitalise upon the related revenue and profit opportunity. Mitie is observing a three-step
approach of:

e Committing to challenging sustainability targets
e Leading the industry
e Delivering for customers

Risk management
Mitie is committed to building a resilient business, which is compliant to statutory carbon standards
and observant of moral obligations to the planet.

By risk assessing the impact of climate change via the Climate Change Risk Assessment document,
Mitie aims to ensure its business is adaptable to future challenges. As stated, Mitie Energy’s
sustainability experts adhere to ISO14001 and ISO50001, while Mitie Waste is BS8001 Circular

Economy accredited.

The Plan Zero steering group and SVRB Committee review climate-related risks and opportunities
that have been identified in the Climate Change Risk Assessment. They ensure suitable control
measures are in place to minimise the risks, while commercial propositions and solutions are
developed to take advantage of the opportunities. Any risks that remain, despite suitable control
measures being in place, are submitted to the Mitie Enterprise Risk Management process.

Metrics and targets
Metrics which will be monitored to ensure Mitie reaches net zero carbon by 2025 include:

e Percentage of fleet that is zero carbon

e CO; emissions (Tonnes)

e Waste produced (Tonnes)

e Percentage of buildings that meet minimum efficiency standards
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These metrics will be reviewed at the quarterly Plan Zero steering group and submitted to the SVRB
Committee. Mitie’s Scope One and Two emissions, together with relevant Scope Three emissions,
are detailed in the Directors’ Report. During FY 202| Mitie will be introducing a third party verification
process which will be to the ISO14064-3 standard.

Mitie is also investigating how to measure and track the energy, carbon and waste savings made on
behalf of customers. Such metrics will illustrate the success Mitie has had in capitalising on the business
opportunity to support customers as they transition to low carbon models.

Innovation
Mitie is constantly developing innovative solutions for its customers’ needs. This approach is just as
relevant to the delivery of social value.

Technology: Based in the Innovation Centre in Bracknell, Mitie’s Strategic Operations Centre (SOC)
receives data from over half a million building control points at 1,000 Mitie customer sites. The
capability unleashed by data, software and experts, means Mitie can provide targeted solutions to
building control issues. Instead of having to send an engineer to site, the SOC can resolve issues
through a remote connection to the Building Management System, or through triage engineer
consultation. By collaborating with the SOC and reducing the number of engineers sent to site, in one
year a major customer saved 1,300 litres of diesel.

Group targets and dashboard: Group-wide social value targets have been agreed, with further targets
to be finalised in HI FY 20/21. Progress against the targets will be monitored by the SVRB Committee
and reported in each annual report. The Mitie Group social value dashboard is in development and
will have the capability to drill down into the data to create reports based on the relevant customer
and business unit.

Bid support and documentation: Customers are applying an increasingly significant weighting to social
value in bids. Mitie is therefore capturing case studies from account teams that demonstrate its social
value excellence. These are stored in the bid library to support both renewal and new business
submissions.

Supplier documentation: Organisations on the Mitie Supplier Management Framework are encouraged
to share innovative products and solutions to improve Mitie’s ability to deliver social value. Suppliers
producing innovative ideas receive higher scores, increasing the likelihood of Mitie renewing their
supply agreements.
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Plan Zero / Environment

Mitie has a proud history of delivering on challenging environmental commitments. In 2010, Mitie
pledged to reduce its carbon intensity by 35% by 2020. This target was achieved a year early, reaching
a 37.4% reduction on the FY 09/10 baseline in FY 18/19.

Mitie takes a proactive approach to conducting business with the environment in mind and is therefore
ideally positioned to support customers in achieving their own sustainability goals. Mitie offers in-
house expertise in sustainability right across the business, including renewable energy, sustainable
infrastructure, efficient buildings, waste reduction and electric vehicle fleet transition.

Mitie is committed to taking a leadership role in the fight against climate change, helping to deliver
sustainable solutions not only for the facilities management sector, but UK business in general.

The reasons behind Mitie’s approach can be summarised in the four Ps:
Planet — To benefit the planet, environment and people.

Policy — To ensure Mitie remains proactive and ahead of policy changes, rather than responding
reactively and having to catch up.

People — To connect with customers, investors and colleagues, many of whom care deeply about
sustainability.

Pocket — To heighten awareness that sustainable energy solutions, such as wind power, are generally
cheaper than traditional fossil fuel-generated electricity, and that Mitie can support customers on their
journey to zero carbon.

Plan Zero

In light of Mitie’s progress in sustainability, in February 2020 Mitie launched Plan Zero, its commitment
to reaching net zero carbon by 2025. This industry-leading initiative means Mitie will achieve net zero
carbon 25 years ahead of the UK Government’s 2050 target. To do so, efforts are focused on three
main areas.

I. Eliminating carbon emissions from power and transport

Mitie will:

e Convertits fleet to zero emissions and power its electric vehicle (EV) charge points with green
energy.

e Decarbonise its heating systems and use 100% renewable energy for its sites via a subsidy-free
power purchase agreement (PPA).

e Increase its use of technology to reduce work travel to a minimum. Where travel is necessary,
low carbon methods will be used.

2. Eradicating non-sustainable waste
Mitie will:

e Eliminate single-use materials by embracing the circular economy, including closed-loop paper
recycling systems.

e Reduce its use of natural resources, only allowing items that can be recycled via the circular
economy on site.
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e Use natural, non-toxic and biodegradable cleaning products and champion the use of new
innovations wherever possible, such as microfibre and surface coatings that reduce the amount
of water required during cleans.

Enhancing inefficient buildings to meet the highest environmental standards
Mitie will:

e Always choose new offices with at least an ‘Excellent’ BREEAM rating and only re-sign leases
on offices with an ‘A’ Energy Performance Certificate (EPC) rating.

e Enhance energy optimisation and use smart building technology to achieve maximum energy
efficiency at all its sites.

e Improve biodiversity using initiatives that help ecosystems flourish, such as choosing plants
which attract wildlife, or establishing ‘bug hotels’ that encourage insects to thrive outdoors.

Electric vehicle strategy
Since the launch of its electric fleet in December 2018, Mitie has made significant progress on reducing
transport emissions.

Mitie has over 350 electric vehicles (EVs) on the road with more than 320 EV charge points installed
across colleagues’ homes, as well as Mitie and customer locations.

To support the Plan Zero commitment, Mitie stopped purchasing diesel cars from April 2020, while
diesel vans will only be ordered if a suitable electric alternative is not available. Mitie is also engaging
with innovative manufacturers to identify suitable EV replacements for its entire range of fleet vehicles.
Cars are readily available but mid and large-sized vans are mainly still in development.

The transition to an EV fleet involves much more than purchasing suitable vehicles. Thought must also
be given to charge points and heightening driver awareness and behaviour to ensure every journey is
conducted at the greatest efficiency. Mitie’s expertise in installing infrastructure, as well as managing a
large and geographically disparate workforce, has aided the successful launch of its electric fleet. Mitie
has deep experience of EV strategy development, which can be passed on to customers wishing to
make their own switch from fossil fuel-powered transport to a zero-carbon fleet.

Mitie fleet CO2 emissions projection to FY 24/25

Baseline FY 20/21 FY 21/22 FY 22/23 FY 23/24 FY 24/25

(FY 18/19)
CO; emissions (tonnes) 28,912 25,000 21,750 17,500 11.500 4,400
% of fleet zero carbon 0 15 30 45 65 85

Aiming high, lowering impact
As detailed in the Mitie Social Value Report 2018/19, Mitie’s sustainability targets broadly align with
the UN’s Sustainable Development Goals (SDGs), including:

6 — Clean Water and Sanitation
7 — Affordable and Clean Energy
| | — Sustainable Cities and Communities

I3 — Climate Action
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14 — Life Below Water
|5 — Life On Land

The following sustainability-related accreditations have been achieved:

e Mitie has ISO14001 Environmental Management certification across the whole Group and this
framework is used to establish and improve environmental performance.

e Mitie Waste is BS800| Circular Economy certified.

e Mitie Energy is ISO50001 Energy Management System certified.

As these accreditations demonstrate, Mitie leads by example and can guide customers through the
process of achieving their own certification. Mitie’s Total Portfolio Review involves establishing
baselines, improvement opportunities and milestone targets, with a blueprint for achieving net zero
carbon. Mitie is currently conducting a full Group-wide waste assessment, utilising the expertise of
colleagues in Mitie Waste. When the review has been completed, baseline and milestone targets for
waste reduction will be set.

As of April 2020, Mitie has achieved a ‘Low Risk’ ESG rating of 13.0, on a scale from 0 to 100, from
the highly-regarded ESG rating agency, Sustainalytics. Mitie was placed number one globally in the FM
sector.

A ‘Low Risk’ ESG rating means the company is unlikely to experience material financial impacts driven
by ESG factors, which include environmental policies, diversity and reporting standards. This score of
13.0 therefore demonstrates Mitie is not only a responsible corporate citizen, but a desirable
organisation in which to invest.
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Section 172(1) statement

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

The following disclosure describes how the Board has had regard to the matters set out in Section
172(1) (a) to (f) and forms the Directors’ statement required under Section 414CZA of the Companies
Act 2006.

Consequences of any decision in the long term

The Board holds an annual two-day meeting to consider the long-term strategy of the Group and is
mindful that strategic decisions can, and do, have long-term effects on the Company and its
stakeholders. An example of a decision made in FY 19/20 where the Board had regard to long-term
implications is below.

Example: Board decision to dispose of Mitie’s Catering business

Shareholders:

Mitie announced in August 2019 that it had entered into an agreement to sell its catering and hospitality business to
CH&CO. The disposal continued Mitie’s strategy of focusing and simplifying the Group’s operations, with the proceeds of
the sale being used to further strengthen Mitie’s balance sheet and reinvest in Mitie’s core business.

Customers:

The decision to sell Mitie Catering followed a strategic review of Mitie’s business, focusing in particular on how to ensure
that Mitie’s customers benefit from the very best in catering choice and competitive pricing. The strategic review concluded
that Mitie Catering’s long-term future would be better served by being part of a larger specialist catering group.

When reviewing potential purchasers, the Board considered that CH&CO possessed the expertise and scale required to
enhance the range of catering services that Mitie provides. By teaming up with CH&CO, the Board believed the additional
scale and expertise would ensure the best choice and competitive pricing for Mitie’s customers. The Catering business
would also benefit from being part of a group which is solely dedicated to providing catering and hospitality services.

Accordingly, Mitie and CH&CO entered into a strategic partnership ensuring that the Gather & Gather catering offer
remained exclusive to Mitie’s customers as its only Integrated Facilities Management sector partner.

Employees:

At the time of the acquisition, management focused particularly on supporting Mitie’s people and ensuring there was no
disruption for customers throughout the transition. The staff and senior management team of Mitie Catering transferred
to CH&CO to continue to run the business, providing continuity and support to all affected employees.

The Board believes it found Mitie Catering a home as part of one of the UK’s most dynamic catering and hospitality
businesses, where it can build on the success of the last seven years and continue to thrive in new and existing markets.

Further information on the consideration of decisions in the long term can be found on page 16
(Strategy), and Social Value/ESG sections (pages 55 to 60)

The interests of employees

Mitie has a number of mechanisms to engage with employees (see Our People: Making Mitie a great
place to work on page 49) and the Board is committed to ensuring results from these are fed back so
they can be considered in its decision making.

As the designated Non-Executive Director for workforce engagement, Jennifer Duvalier has been out
and about meeting colleagues across the business to understand any current or emerging matters. She
provides the Board with an update on her activities undertaken in respect of this role at every Board
meeting (Further information on Jennifer’s activities during FY 19/20 is included on page |12.
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The Board also receives regular updates on employee related matters including learning and
development, whistleblowing, rewards and benefits, MiReview appraisal outcomes, engagement
activities and talent and recruitment.

Example: Board decision to open a new, larger Bristol office to allow the consolidation of separate Bristol
offices

The Board noted feedback from employees based in Bristol regarding the quality of the former Bristol offices, and
management reviewed a move to new, more modern premises. When the Board considered the office move it took
account of the everyday impact for employees and undertook several surveys to determine the most appropriate location,
reviewing local amenities and office facilities. Shortly after the move, CEO Phil Bentley visited the new office for Team
Talk Live 2019 and the Board subsequently visited for a townhall session and lunch with employees in the new office to
see how they were settling into the new environment.

Further information on the consideration of the interests of Mitie’s employees can be found in the
stakeholder engagement (pages 45 to 46), People (pages 49 to 54) and Social Value (pages 55 to 60)
sections.

Fostering business relationships with suppliers, customers and others

Members of the Board attend numerous activities and events where they receive direct feedback from
suppliers, customers and other stakeholders, such as supplier events and industry forums. For other
engagement activities throughout the year, the Board receives regular updates through the Chief
Executive Officer’s update, business presentations or standalone Board papers.

Customers

Customers are at the heart of Mitie’s business and therefore the Board considers that getting closer
to customers and thus becoming more responsive to their needs, is important. To support this Mitie
continues to invest in customer service and carries out a customer survey annually. See the NPS KPI
on page 26 for details.

Example: The interests of customers were considered in the decision to dispose of the Catering
business (see above).

Suppliers

The Board fully supports the new vendor on-boarding platform recently introduced which reduces
the risk of engaging with non-compliant suppliers and makes it easier to communicate with existing
suppliers. With suppliers in mind, the new system makes on-boarding easy and straight forward and
provides the Board with the peace of mind that suppliers will be compliant, safe and meet the needs
of customers.

Further information can be found in the Business model (pages || to |3) and Social Value sections
(pages 55 to 60).

Impact of operations on the community and the environment

The Board supports the Company’s continued focus on social value and reducing its environmental
impact and is committed to taking a leadership role in the fight against climate change. More detail on
the Company’s approach to the Taskforce on Climate-Related Financial Disclosures (TCFD)
recommendations is set out on page 64.
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Example: Board decision to establish a Social Value & Responsible Business Committee

Social Value is an integral part of Mitie’s DNA and through its extensive range of engagement mechanisms, the increasing
focus on, and importance of, social value to all stakeholders has been a clear and consistent message.

In response to this, the Board agreed that Mitie should seek to unlock social value that creates positive economic,
environmental and social impacts to ensure that the Group plays its part in delivering the exceptional, every day for its
customers, people, and communities. In order to drive this initiative, and to provide the appropriate level of focus and
governance around it, the Committee was formed (please see pages 161 to 163 for further details on the Committee).

The Chair of the Committee is Non-Executive Director, Baroness Couttie, who provides a detailed update on the Social
Value activities at every Board meeting, thereby assisting the Board in considering the impact of decisions on Mitie’s Social
Values agenda, customers, people and communities.

Further information on the consideration of the impact of operations on the community and
environment can be found in the Social Value (pages 55 to 60) and Governance sections (pages |62
to 163).

Maintaining a high standard of business conduct

Culture:

The Board receives regular updates on culture, including the Mitie Exceptionals, an employee
champions network, and LiveSafe, the safety culture development programme. More details on how
the Board monitors culture, including risk management, ethics and whistleblowing, non-financial KPIs

and alignment of remuneration and culture can be found in the Governance report starting from page
95.

Ethical business practice:

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

To support this, there are a wide range of procedures and training modules available including, modern
slavery, whistleblowing, anti-bribery and anti-corruption, business expenses and entertaining and
Mitie’s One Code of conduct. Mitie’s latest statement on Modern Slavery can be found at
(https://www.mitie.com/legal/modern-slavery-act/).

Good governance
Details of how Mitie complies with the UK Corporate Governance Code can be found in the
Governance report, starting on page 95.

Further information can be found in the Social Value section (pages 55 to 60) and Non-Financial
Information statement on page 47.

Acting fairly between members

The Board undertakes a range of shareholder engagements during the year, both directly; Capital
Markets day, roadshows, AGM, 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 engagement can be found in the Board report on pages 95 to |130.
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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 EU
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 is in line with the
regulations and that no individual or group of shareholders can adopt an unfair advantage.

Example: Board’s declaration of an interim dividend
The Board declared an interim dividend of 1.33p in November 2019. When discussing the dividend, the Board

considered the interests of investors, alongside several key financial and market factors and the level of the
pension scheme deficit, when deciding the level of dividend to be declared.

Further information can be found in stakeholder engagement (pages 45 to 46) and the Governance
report (pages 95 to 173).
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Effective risk management

Our risk management approach

The Board and Executive Leadership Team (ELT) continue to review Mitie’s approach to risk
management to ensure it evolves in line with changes in the Group’s risk profile. It is important that
Mitie has a strong risk management culture and processes, as well as effective internal controls. Our
‘One Mitie’ Vision and Values, Enterprise Risk Management policy and framework of internal controls
are key elements to promote this. Further information can be found in the Board report on pages 95
to 130.

Risk management structure

Mitie’s risk management structure is designed to ensure a consistent approach to the identification,
assessment, monitoring and management of risks across the business. This is set out in more detail
below and in the Board report on pages 95 to |30.

Our risk management framework

Top down Bottom up
Strategic risk management Operational risk management
* Review external environment * Assess effectiveness of

e Rchit et risk management system

of principal risks * Report on principal risks

: , Board/Audit e
* Set risk appetite EarmmiEtan and uncertainties
and parameters
* Determine strategic
action points
* |dentify principal risks * Consider completeness of
* Direct delivery of strategic ) |dent.|ﬂedlr|sks alnd adequacy
actions in line with risk appetite Executive of mitigating actions
Committee

* Consider aggregation of risk
exposure across the business

© @

* Execute strategic actions * Report current
and emerging risks

* Monitor key risk indicators

* Report on key risk indicators
* |dentify, evaluate and mitigate
operational risks recorded

in risk register

Divisions
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Areas of focus
During the year Mitie has continued to standardise, simplify and improve its processes, governance
and business structure, as well as enhancing associated IT systems, including:
e Further simplification of the organisational structure
e Devolution of a number of central functions to the divisions
e Launch of major IT system replacement projects — including Project Forte and Oracle to SAP
e Financial and operational process improvements across the business — including Quality
Improvement Council (QIC)
e Further enhancement of cyber security controls across the business
e Improvements in HR systems
e Leveraging the outsourcing of the back-office finance transactional processes and IT support
processes
e Launch of Plan Zero and creation of the Social Value and Responsible Business Committee
e Responding to the ongoing impact of the COVID-19 pandemic through multiple initiatives to
ensure the continued operation and governance of the business

Risk appetite

The Board is responsible for defining clearly the level of exposure to risk Mitie is willing 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, and in support
of this, sessions were undertaken with the Board and ELT to review the risks being taken and how
they measure up against the defined risk appetite. All principal risks have a level of appetite set which
helps determine the actions and resources required to mitigate them.

New and emerging risks

Mitie’s internal and external environments are continuously scanned and monitored to ensure that
any new or emerging risk is identified in a timely manner and responded to appropriately. This has
been a particular focus during FY 19/20, with workshops run with the divisional leadership teams and
the ELT, and then the risks presented to and endorsed by the Board. As a result of this process, three
new risks have been added relating to the impact of COVID-19, the portfolio and social impact. These
risks are set out in more detail on pages 77, 84 and 91 respectively.

Risk management responsibilities

Responsibilit | Process |
Board Vision and Values statement and Code of Conduct

The Board has overall responsibility for the approach to approved by the Board and communicated to employees —

risk management and internal control, including the annual setting tone at the top.

assessment of the effectiveness of internal controls and the

risk management framework. The Board reviews the Group’s strategy and sets the risk
appetite for the Company.

The Board sets the frequency and scope of its discussions
on strategy, business model and risk.

The Board through the Audit Committee reviews the
effectiveness of internal controls and the risk management
framework on a yearly basis.

The Board reviews Principal Risks on a yearly basis.

The Audit Committee, which comprises Independent Non-

Executive Directors, reviews internal audit reports on a
regular basis.
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| Responsibility . JProcess

Executive management

Ownership and responsibility for operating risk
management and controls are delegated to executive
management.

Internal Audit

The Internal Audit function is responsible for providing
assurance to the Audit Committee that the risk
management, governance and internal controls processes
are adequate and operating effectively.

Mitie’s focus is to operate a ‘Three lines of Defence’ model

for effective risk management and monitoring.

First line of defence activities
e Core set of business policies available on the
Company’s intranet — setting clear management
expectations.
e  Maintenance of risk registers at business unit and
function level. Risk registers maintained for major
contracts.

Second line of defence

e  An Enterprise Risk Management Policy is in place
and available to employees.

e  An Enterprise Risk function is in place.

e  QHSE compliance functions operate to ensure
adherence with the Company’s QHSE policies.

e  Audit and risk committees operate at business
unit level.

Third line of defence
Internal Audit acts as a third line of defence.

e The Head of Internal Audit reports functionally
to the Chair of the Audit Committee.

e  The Internal Audit function targets its work at
areas of the business where risk management and
internal controls are suspected of requiring
improvement. In addition, the Internal Audit plan
is linked with the Principal Risks to ensure
adequate coverage of the risk areas.

e The in-house Internal Audit team uses Grant
Thornton as a co-sourced resource, where
appropriate.

76



Principal risks and uncertainties

Risk I: COVID-19

Failure to monitor, respond to and plan for the ongoing and any future impacts of the COVID-19
pandemic, in particular the effect on employees, customers and the supply chain, could result in severe
consequences for the financial health and reputation of Mitie’s business.

Impacts on strategic pillars: Customer, People, Cost, Technology
Change in year: NEW RISK

The COVID-19 pandemic has already had an unprecedented impact on businesses and economic
activity across the world. Almost every business has seen uncertainty in revenues, supplies and
employee availability. In common with most other businesses, Mitie has gone through a pattern of
assessing the impact of the crisis, including the government imposed lockdown measures, seeking to
establish new ways of working through the first phase and then starting to look at longer term plans
once the UK lockdown starts to ease and business activity returns to more normal levels.

Whilst the business has taken measures to continue operating throughout the initial lockdown period,
including utilising government support measures such as furloughing of staff, the uncertainty over the
likely economic situation and business activity over the next 12 — I8 months makes cash forecasting
and risk mitigation measures difficult. Given the nature of Mitie’s business, the vast majority of the
Group’s operations are still continuing and supporting the colleagues engaged in these frontline
activities has been the main priority, especially providing access to personal protective equipment.
Ensuring the physical and mental wellbeing of all colleagues has been equally important.

It is important that Mitie continues to follow the advice from government and health organisations,
and maintains dialogues with its clients and suppliers, as well as monitoring the liquidity and health of
the business. As the pandemic passes through the next phases Mitie needs to closely monitor all the
risks associated with business restarting and take effective mitigation actions on a timely basis.

Controls and mitigating actions

e Invocation of crisis management and business continuity plans

e Working groups established at business unit, functions and executive level to monitor ongoing
impacts and direct actions — including weekly Board meetings

e Close working relationship with government through the Cabinet Office

e Coordinated support to critical infrastructure across the UK

e Regular dialogue with clients to understand their requirements

e Close monitoring of supply chain to ensure continuity of critical supplies

e Use of government support schemes

e Regular forecasting and reviews of revenue and cash

e |mplementation of self-help measures, including overhead cost reduction programme, deferral
of non-essential and uncommitted capital expenditure and a reduction in salaries of between
10% and 30% in relation to all employees earning £40,000 or more

e Decision not to recommend a final dividend in respect of FY 19/20

e Planned rights issue and associated agreements with the Group's lenders on covenants.

Future plans

e Ongoing monitoring of business operations over extended period
e Review of business structure and model over a variety of time frames and options
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Risk 2: 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 profitable business
performance.

Impacts on strategic pillars: Customer, Cost, Technology
Change in year: INCREASED

In order to be able to meet its financial commitments, Mitie needs access to a humber of affordable
sources of finance. Mitie’s core debt facilities include a revolving credit facility and private placement
loan notes. Mitie needs to have sufficient liquidity to be able to pay suppliers and staff, whilst also
investing in the business and ensuring it has enough resources for profitable growth.

There continues to be significant concern about the financial strength and viability of companies
operating in the FM sector, following a number of high-profile financial and operational difficulties
experienced by Mitie’s competitors. Any actual or perceived weaknesses in Mitie’s financial position
could restrict the Group’s access to finance or attract high interest rates.

Mitie has focused on maintaining strong financial discipline in the management of its working capital
and investment decisions and on minimising its funding requirements. This has included working with
the Group’s back-office outsource partner to improve processes and efficiency.

The ongoing COVID-19 pandemic does not impact the availability of the Group’s existing committed
facilities but there is a risk that it affects Mitie’s ability to raise further funding should the need arise.

Controls and mitigating actions
e Maintenance of strong banking, debt and equity relationships
Regular forecasting of cash flow and net debt
Thorough focus on working capital cycles with a clear set of KPIs
Clear policy on provisions
Strong focus on and monitoring of cash collection
Regular reviews of payment terms with customers and supply chain
Focus on working capital processes to reduce cycle times and average net debt
Planned rights issue and associated agreements with the Group's lenders on covenants.

Future plans
e Continue to work with a range of financial institutions to ensure that affordable finance
sources can be accessed
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Risk 3: Political
Uncertainty over the nature of the UK’s future trading relationships with the European Union (EU)
may adversely affect Mitie’s market, as well as the availability of labour and materials.

Impacts on strategic pillars: Customer, People, Cost

Change in year: Amended risk - DECREASED

Mitie is exposed to uncertainties over the nature of the UK’s future trading relationships with the EU
following the transition period which commenced on 31| January 2020, the date on which the UK
ceased to be a member of the EU. This may result in changes to the regulatory framework as well as,
for example, restrictions in the supply of materials. In particular, new rules around immigration and
rules around non-UK nationals working in the UK may adversely impact the supply of labour.

These changing relationships may also impact the decisions taken by both public and private sector
clients on which activities should be outsourced and the amount of discretionary spend available for
outsourcing activities. This may result in fewer opportunities for Mitie and have a consequential
negative impact on the Group’s financial performance.

It is important that Mitie is able to offer competitive, innovative and high-quality solutions to clients,
and demonstrate the value it brings to them. Mitie also needs to carefully monitor and identify the
most appropriate opportunities in both the public and private sectors.

Controls and mitigating actions
¢ Maintain blend of public and private sector clients
e Continue to leverage the most appropriate opportunities through the Crown Commercial
Service frameworks to increase public sector contracts
Dedicated Chief Government and Strategy Officer and team
Regular reviews of sales opportunities by all business sales leaders
Dedicated account managers to focus on growing integrated strategic accounts
Focus on high-margin opportunities with growth potential
Drive for greater customer retention and higher Net Promoter Scores through improvements
in customer service
e Development of new and innovative service offerings

Future plans
e Maintain dialogue with key public and private sector clients to demonstrate the value offered
by Mitie
e Invest, develop and deploy customer offerings, including technology, which can help in
increasing customer retention
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Risk 4: Data management

In the 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 confidential information to be lost
or misused. Any data loss could affect client delivery operations and may result in a major data breach
leading to fines, remediation costs and reputational damage.

Impacts on strategic pillars: Customer, Cost, Technology
Change in year: Combined data management & cyber risk - INCREASED

An important risk for many companies is how people access/consume data, configure and test systems
and adhere to processes, how they react to unusual or suspicious events. Although appropriate tools
may be in place, if they are not used with appropriate skill and diligence it leaves an organisation
exposed.

The data held by Mitie is one of its most important assets and includes information concerning its
business operations, employees, clients, suppliers and others. Mitie needs to maintain adequate
controls to mitigate risks associated with loss or theft of data which would damage its reputation with
clients and potentially result in significant fines from regulators.

Mitie is continuing to invest in technology to improve the security of its business through alerting users
of possible cyber-attacks or phishing attempts. A major step has been the upgrade of the Group’s
systems and hardware to meet the Government’s Cyber Essentials Plus (CE+) requirements, which
was achieved in June 2019. Additionally, Mitie’s routine IT operations are now being undertaken by
Wipro, a global and highly skilled outsource partner which has its own toolsets and experience in this
area.

The migration of Mitie’s IT systems to Microsoft Azure and Amazon Web Services cloud providers
has also improved the business continuity and disaster recovery plans by leveraging their significant
investments and expertise.

Mitie now has 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 (GDPR).

In general, the threat of cyber attack has increased in the UK retail and service sector due to companies
adopting remote working and increased use of IT during the COVID-19 pandemic. Cyber criminals
are adjusting their tactics to exploit the COVID-19 pandemic and are deliberately probing companies
to find weaknesses in their IT systems and training of people. Mitie has already implemented a number
of controls to further mitigate any possible system risks, for example the use of enhanced IT network
monitoring tools and a new improved internet proxy, plus the people based risk has been addressed
through employee education via regular communication.

Controls and mitigating actions

e Clear strategy to utilise leading edge cloud technology, delivering disaster recovery and
business continuity improvements

e Outsourcing of routine IT operations to a highly skilled partner organisation, Wipro, to
improve resilience and controls and maintain data standards

e Adoption of Microsoft and Wipro cyber toolsets and proactive monitoring and management
of cyber threats

e Continued alignment with CE+ requirements, and Information Security Management System
(ISMS) in place, processes consistent with ISO 27001 standards
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Internal processes and controls for all systems changes to ensure cyber best practice and
GDPR compliance

Upgrades to legacy systems to reduce complexity and improve management information
Rationalisation and upgrade of ERP systems and infrastructure

Centralised information security team and dedicated data privacy officers in place

Cyber insurance policy

Regular communications to employees to highlight IT risks and expected behaviours

Future plans

Upgrade of the Technical Services operational and financial systems to improve security and
efficiency

Continue to leverage the existing toolsets to the fullest extent across the whole of the Mitie
estate, removing niche legacy solutions
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Risk 5: Health, Safety and Environment

Failure to maintain appropriately high standards in health, safety and environmental management may
result in harm to employees, client staff or members of the public, and consequential fines and
reputational damage.

Impacts on strategic pillars: Customer, People
Change in year: INCREASED

Mitie is committed to maintaining the highest levels of health, safety and environmental (HS&E)
standards. The services which Mitie delivers could potentially present an increased risk of a health and
safety incident involving its employees, client staff or even members of the public. Mitie’s activities also
carry a risk of damage to the environment. It is essential that these risks are managed in a highly
diligent and effective manner.

At all levels in the organisation, safety is 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 significant damage to Mitie’s reputation.

The very high standards set by Mitie have been especially important during the COVID-19 pandemic,
with a high focus on ensuring employees have access to personal protective equipment in performing
their roles, as well as ensuring the highest health and safety standards are maintained for clients and
the public.

Controls and mitigating actions
e A comprehensive Quality, Health, Safety and Environment (QHSE) strategy in place and under
continual review for effectiveness
e Major cultural HS&E programme, LiveSafe, continuing, with clear rules, engagement and
training for staff
e Regular training and communication delivered throughout the Group, in accordance with the
LiveSafe principles
Certified H&S management system to OHSAS18001 and environmental system to ISO 14001
Transition from OHSAS health and safety management system to ISO45001
Deployment of an improved incident recording, monitoring and reporting system
Regular HS&E reviews conducted at divisional and Group level
Clear and standardised KPIs introduced to monitor progress and improvements
Targeted QHSE procedural audit programme introduced
Themes and root causes monitored from the results of audits to target specific actions,
including training

Future plans

e LiveSafe e-learning training programme to be launched which sets out HS&E expectations
including ‘stop the job’ supported by key safety message from the Chief Executive Officer, Phil
Bentley

e LiveSafe Managers and Supervisors course introduced which includes H&S culture
development model and proactive H&S management

e 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

e QHSE function to be ‘Plan Zero Champions’ as part of the Plan Zero programme to promote
strategy and good practice in environmental management
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Risk 6: Regulatory
Failure to comply with applicable laws and regulations may lead to fines, prosecution and damage to
Mitie’s reputation.

Impacts on strategic pillars: People, Technology

Change in year: UNCHANGED

Mitie’s business is subject to a wide range of laws and regulations, including, amongst others, health &
safety, employment, data protection, anti-bribery and corruption legislation and statutory wage
requirements.

Failure to comply with applicable laws and regulations could result in prosecution and/or significant
fines, and, from a reputational perspective, could damage Mitie’s relationships with clients and its ability
to win work. Mitie may also face debarment from bidding for public sector contracts.

Mitie continues to ensure it has effective governance and oversight of its compliance with applicable
laws and regulations and continuously assesses the impact of changes in relevant legislation. It is also
important that Mitie provides appropriate communications and training for its staff to make sure they
are aware of their obligations, and that regular monitoring of compliance is undertaken.

Controls and mitigating actions
e Regular monitoring of legal and regulatory changes by Group functions including Company
Secretariat, Legal and QHSE
Specialist legal and QHSE expertise aligned to business units
Code of Conduct communicated to all employees
Independent Expolink whistleblowing system available to all employees to report any concerns
Group-wide policies updated for changes to laws and regulations and maintained in the online
Business Management System (BMS)
Regular and thorough internal and external regulatory audits
e Training and awareness materials communicated to employees via Mitie’s digital Learning Hub
and monitoring of completion performed, especially for mandatory courses

Future plans
e Ongoing review of BMS to update policies and procedures
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Risk 7: Portfolio

Failure to maintain a diverse portfolio of clients and contracts. If the Group is overly reliant on a small
number of contracts or exposed to a particular sector, Mitie’s financial performance may be
significantly adversely impacted by any business failure or disruptive events impacting a specific sector.

Impacts on strategic pillars: Customer, Technology
Change in year: NEW RISK

Whilst Mitie’s business activities are almost exclusively located within the UK, services are offered to
a wide and diverse variety of clients across both public and private sectors from central government
to finance and professional services organisations. Mitie has a number of larger, and mainly IFM,
contracts, where a wide variety of services are undertaken across substantial estates.

If Mitie has a substantial amount of revenue concentrated into a small number of large contracts, then
the loss of even one of these would have a significant impact on its business. This could equally occur
if Mitie’s client base became focused on a particular sector that was to undergo a downturn.

Mitie’s aim is to grow its portfolio of customers across both private and public sectors to ensure it
has a balance of risk and opportunity and is not over reliant on a small number of customers from a
narrow sector. Increasing the Group’s exposure to activities in the public sector is a key objective for
FY 20/21.

Controls and mitigating actions
e Executive management bid committee approval for all significant new and existing bids

e Sales and CRM teams focused on developing pipeline across all major sectors

e Improved CRM capabilities with active relationship management

¢ Improved sales and pipeline management information to track and measure growth, wins and
losses

®  Win/loss analysis to improve sharing of learnings and win rates

e Appointment to Crown Commercial Services frameworks FM RM3830 and Security RM6089

e Appointment to the Prison Operator Services framework

e Chief Government & Strategy Officer to coordinate all interfaces with the Cabinet Office

e Focus on high-margin opportunities with growth potential, for example technology-led

solutions

e Drive for greater customer retention and higher Net Promoter Scores, through
improvements including customer feedback and effective action planning

e Development of new and innovative service offerings

Future plans
e Continue to pursue suitable opportunities on the Crown Commercial Services frameworks
e Implementing the Mitie way of selling and retaining 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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Risk 8: Market share

A loss of market share through competitors improving their offering and price, and potentially
targeting some of Mitie’s key contracts, or from new entrants deploying new business models, could
have a significant impact on the Group’s revenue and profit.

Impacts on strategic pillars: Customer, People, Technology
Change in year: Combined market share and market sentiment risks - UNCHANGED

In the recent past, certain companies in the FM sector have experienced financial and operational
difficulties, and as a result there has been a strong focus on strategy, costs, investments and business
structure. For those organisations that have successfully addressed their issues there may be
opportunities to increase market share through more competitive or innovative offerings, which may
impact Mitie’s ability to retain its current clients and win future business.

Additionally, there is also the possibility of a new entrant, potentially with a stable process environment
and significant financial strength, disrupting the market by deploying a new low cost business model
for FM, potentially through a technology platform, which would challenge the structure and approach
of the existing organisations, including Mitie. This would also potentially significantly erode Mitie’s
market share and decrease new opportunities.

Some Mitie business areas are still manual process driven and inefficient. Therefore, it is important
that Mitie continues to prioritise the transformation of its business, particularly improving processes
and simplifying business structure, focus on minimising costs and develop innovative solutions for
clients. Through such initiatives, including Project Forte, Mitie will be able to deliver genuine value for
current and future clients.

Controls and mitigating actions
e Continued focus on simplifying business processes and structure to transform business areas
such as Project Forte in Technical Services
Investment in new and innovative technologies
Focus on client relationships and Net Promoter Score
Deployment of strategic account managers for key contracts
Regular reviews of the sales opportunities arising
Standard processes and tools for sales and CRM teams

Future plans
e Successfully execute Project Forte, thereby improving IT systems and processes in Technical
Services
Continue to develop public sector opportunities and portfolio
Develop new intelligence report network for key clients
Increase activities around thought leadership events
Enhance overall company profile through the British Security Industry Association and the
Security Industry Authority
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Risk 9: Structural complexity

Mitie has traditionally not leveraged its technology, resulting in complex manual processes and an
organisational model with variability in documentation and application of internal controls and a
misaligned cost base. Failure to deliver major process and system improvement programmes
successfully could lead to lower benefits than anticipated, higher costs and weaknesses in operational
processes and controls.

Impacts on strategic pillars: Customer, People, Cost, Technology
Change in year: DECREASED

The historical business and organisational model adopted by Mitie has resulted in a large number of
unnecessary complexities, including multiple and inconsistent processes and controls, with variable
documentation, isolated IT systems, and unclear organisational and reporting structures. These
complexities have required a disproportionately high cost base in order to maintain them.

In order to ensure that Mitie continues to simplify, standardise its business, improve performance and
control costs, it has commenced programmes to replace IT systems and enhance processes,
predominantly through Project Forte within Technical Services. The programmes contain a number of
initiatives designed to upgrade key operating and financial systems, and improve and optimise business
processes, controls and operating structures.

The changes being introduced are vital to the future success of Mitie’s business, and failure to
adequately manage the programmes of work, identify and manage interdependencies, develop
appropriate solutions, implement the changes and ensure they are sustainable, could severely limit the
pace at which these changes are delivered. Additionally, the investment required to introduce the
projects needs to be closely monitored, to ensure the expected operational and financial benefits and
savings in overheads are delivered.

Controls and mitigating actions

e Board and Executive Leadership Team (ELT) sponsorship and regular monitoring of Project
Forte and Oracle to SAP programmes

e A newly created Quality Improvement Council (QIC), tasked to review and simplify end to
end processes and integration of existing systems
Continued investment in and benefits delivery from the QIC programme

e Experienced programme managers to establish an overall programme management office, with
effective governance, controls, monitoring mechanisms and reporting

e Experienced staff members dedicated to the programme to allow focus on the improvement
activity

e Regular communication of progress and awareness of the impact of changes being introduced
to minimise business disruption

e Dedicated risk management and assurance procedures within the programme to ensure
internal controls are operating effectively

e Integration of systems, for example SuccessFactors now integrated with WP+, Smart
Recruiters, Microsoft Active Directory and Mipayslips

Future plans
e Continued identification of additional areas of process improvements
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Risk 10: Incident at client site

A high-profile incident or accident occurring at an FM client site, or a location operated by the Care
& Custody business, as a result of negligent staff actions, inconsistent vetting or ineffective training and
communications for staff, could have a significant impact on Mitie’s reputation and current and future
contracts.

Impacts on strategic pillars: Customer, People, Cost
Change in year: UNCHANGED

Mitie delivers services to clients at a number of important and high-profile sites across the country.
These include locations with substantial historical 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
amount of publicity and have a highly negative impact on Mitie’s reputation. It would also be likely to
limit the Group’s chances of winning future contacts and potentially maintaining current clients.

In order to make sure this risk is managed, it is important that Mitie has appropriate polices and
processes in place, which clearly set out its expectations of staff. Mitie also needs to communicate
these effectively and deliver regular and relevant training to staff. In addition, it is important that Mitie
ensures staff have been appropriately vetted to determine who is eligible to work on particular
contracts and sites, so that the specific requirements of clients are met.

It is also necessary to have effective business continuity plans in place for its operations, so that Mitie
is able to continue to deliver a high-quality service to clients in the event of a disruptive incident.
Should an incident occur, a comprehensive and tested crisis response plan is essential to minimise the
impact to staff, clients, the public and the environment.

Controls and mitigating actions
e Custodial operations working within Standard Operations Procedures (SOP), bespoke to each
site for the Care & Custody business
e Contingency plans are regularly tested and compliance to SOPs regularly audited for Care &
Custody sites
Health and safety strategy — LiveSafe programme continues as part of the strategy
Certified H&S management system to OHSAS18001 and environmental system to ISO 14001
Transition to new ISO45001 health and safety management system
Effective vetting programme tailored to the individual risks of each client and site
Tested business continuity and crisis response plans
Comprehensive training plans on safety, security and risks
Regular updates to staff on new safety and operational requirements
Internal and external compliance audits
Standardised and comprehensive investigation process
Themes and root causes monitored from the results of audits to target specific actions,
including training
e Critical Engineering and Technical Assurance (CETA) team created in Technical Services to
help manage high-risk contracts
e Technical Appointments framework used in Technical Services to ensure the correct
capability/resources are deployed on customer sites/contracts to help mitigate risks
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Future plans

e Review and enhancement of business continuity and crisis response plans, to include specific
learnings from the ongoing COVID-19 pandemic response

e LiveSafe e-learning training programme to be launched setting out HS&E expectations

e LiveSafe Managers and Supervisors course introduced which includes proactive H&S
management, driving behaviours and coaching and communication skills training

e Introduction of Quality Culture programme aligned to the LiveSafe programme

¢ Incident management process to be implemented in Technical Services
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Risk | I: Employees

Inability to recruit, retain and reward suitably talented employees, as well as failure to implement
appropriate development plans and simple, consistent 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: People
Change in year: DECREASED

It is important for the success of its business that Mitie continues to recruit, develop, motivate and
retain talented individuals. If it is unable to do so there will be an adverse impact on the profitable and
successful delivery of the Group’s contracts, and Mitie will be limited in its ability to win future
opportunities and grow the business.

The Group 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 to reach their full potential.

In addition, it is important that Mitie maintains a stability and consistency in its senior leadership team
to provide high-quality direction for the business and deliver its strategy.

An important element of the culture is continuing to promote a ‘One Mitie’ way of operating and
collaborate effectively across the business. This will give greater consistency in processes and controls,
ensure staff are engaged positively in change initiatives and allow for seamless movement of staff across
the Group.

Controls and mitigating actions
¢ HR structure streamlined and partially devolved to business units
Consistent HR resourcing process and system across the Group
Online training and development hub
Simplified approach and consistent process to both temporary and permanent recruitment
Launch of new induction programme, mandatory for new starters
Regular communications from leadership team — including ELT country-wide roadshow
Specific plans developed to address results of employee survey
Competitive remuneration, terms and conditions
Regular employee offers
Training and development programmes for senior leadership
Developed talent identification, management and development plans
Succession plans in place for critical roles, especially for senior leadership
Clear performance management framework

Future plans
e Further enhance online HR and training systems
e Salary benchmarking to be undertaken
e New competency framework to be developed
e A banding and grading framework to be introduced to align and integrate talent and reward
management programmes across Mitie
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Risk 12: Contract losses

Failure to produce bids for contracts which are competitive, financially viable and have a balanced
approach to risk, and/or deliver on contract obligations may damage client relationships, which may
lead to failure to win new work or cancellation of contracts resulting in financial losses.

Impacts on strategic pillars: Customer, People, Cost, Technology
Change in year: UNCHANGED

In order to deliver consistent and profitable growth, it is important that Mitie continues to bid for and
secure contracts at acceptable margins. It is also essential that contracts are successfully mobilised and
delivered. In order to achieve this, Mitie must monitor and control costs, deliver on its contract
obligations and meet client expectations.

Mitie needs to develop competitive bids, which provide a fair balance of risk and reward, that is
properly reflected within the contract terms and conditions. Mitie’s offering needs to be compelling
and innovative and provide a balance between cost and margin pressure, which is a key feature of the
FM sector. It is also important to make sure Mitie has the skills and resources available to successfully
execute on its contracts.

Once contracts have been mobilised, Mitie needs to closely monitor a relevant set of Key Performance
Indicators (KPIs) to ensure it is delivering on the contract obligations and communicating with clients
to understand if they are satisfied with the Group’s performance. It is also important to thoroughly
assess and agree any variations to the contract services and terms and amend the KPIs accordingly.

If Mitie is unable to deliver the services as agreed in its contracts, it could negatively impact the Group’s
customer relationships and reputation and lead to legal disputes and termination of contracts. This
would then lead to potentially failing to retain existing clients or secure new contracts, with a
detrimental effect on Mitie’s financial performance.

Controls and mitigating actions

e Executive management bid committee approval for complex bids
Robust risk assessment of bids
Detailed contracting guidelines developed and rolled out
Clear delegated authorities register
Sales and CRM teams focused on bidding at acceptable margins and contract terms
Sales Academy in place to train sales teams
Use of specialist mobilisation teams for complex contracts
Strategic account management
Risk registers in place for large-scale contracts
KPI/SLA formal reviews with customers
Improved CRM capabilities with active relationship management
Focus on Net Promoter Score

Review of any loss-making contracts to ensure learnings are identified and applied to future
bids

Future plans
e Develop Mitie way of selling services and retaining customers
e Developing and selling new products
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Risk 13: Social impact

Failure to consider appropriately the environmental and social impact of Mitie’s business and its
activities may create a negative perception with employees, clients, investors, government and the
general public. This could lead to failures in securing and retaining contracts and sources of funding, as
well as impacting negatively on the Group’s reputation.

Impacts on strategic pillars: Customer, People, Technology
Change in year: NEW RISK

It is very important that Mitie understands and monitors 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 role that businesses play in society is now, more than ever,
being closely monitored by a number of groups and several measures and indices have begun to be
utilised. These are increasingly being used in decisions to award contracts, and to drive investment
and funding decisions.

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

Controls and mitigating actions
e Launch of Plan Zero to reduce carbon emissions, with a target of Net Zero Carbon by 2025
which is 25 years ahead of the UK government’s target of 2050
e Conversion of fleet vehicles to electric — Mitie already has more than 350 EVs on the road
and over 600 additional EVs on order
e Social Value & Responsible Business Committee of the Board as well as a Plan Zero steering
group
Targets in place for Mitie’s four social value framework pillars
Active apprenticeship scheme across the Group
Mitie Foundation
Key policies in place including ethical business conduct and sustainability, as well as Code of
Conduct
e Learning and People Hubs to support employees’ development and wellbeing

Future plans
e As part of its Plan Zero commitment Mitie will continue to convert its fleet to zero carbon
e Review performance against social value targets and drive for ambitious but achievable goals
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Viability statement

The Group’s principal markets and strategy are described in detail in the Strategic Report on pages 2
to 94.

The key factors affecting the Group’s prospects are:

e Mitie is the leading UK FM business with 4% of the market;

e The outsourcing market is relatively insensitive to economic cycles;

e We have a clear vision for our technology-centric growth strategy;

e  We are making good progress in our transformation programme; and

e We have a diverse portfolio of blue-chip and public sector clients, the largest of which
constitutes <|0% of revenue.

The Directors believe that a three-year period is appropriate for their viability assessment as it is
supported by our 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 Directors 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 or liquidity. This includes the availability and effectiveness of mitigating actions
that could realistically be taken to avoid or reduce the impact or occurrence of the underlying risks.
In considering the likely effectiveness of such actions, the conclusions of the Board’s regular monitoring
and review of risk management and internal control systems, as described on pages 122 to 126, are
considered.

As set out in the Chief Executive’s strategic review (pages |17 to 23), the COVID-19 pandemic is having
an impact on Mitie’s business. In some instances, this has led to an increase in demand for Mitie from
critical services, such as supermarkets, on-line retailers, COVID-19 NHS Nightingale hospitals and
testing centres. Conversely, discretionary variable work and engineering projects, including painting
and roofing, have seen a significant slowdown, and many offices and retail outlets have been closed
during lockdown impacting Mitie’s revenues.

In this context, the three-year plan has been revised to take account of the expected impact of
COVID-19. In undertaking its viability assessment, the Directors have used this revised three-year
plan as the base case.

The base case assumes that COVID-19 will have an adverse impact on revenue of approximately 20%
for the first six months of FY 20/21, before beginning to recover, with Technical Services being most
significantly impacted given its higher proportion of discretionary variable work and projects compared
with the other divisions. The base case also assumes a deterioration in gross margin and a reduction
in cash flow associated with slower payment by customers.

The base case also factors in the actions being taken in response to the anticipated revenue reduction,
to mitigate the profit and cash flow impacts including the furloughing of employees, cost saving
initiatives to reduce overheads, deferral of non-essential costs and uncommitted capital expenditure,
pay reductions for the Board and higher earning employees for a period of time, deferral of tax
payments and no final dividend being recommended for FY19/20.

Given the uncertainties related to COVID-19 in terms of the duration and depth of impact, a
Reasonable Worst Case (RWC) downside scenario was also considered as part of the viability
assessment. This RWC downside scenario assumed a second and no less severe period of disruption,
resulting in COVID-19 having an adverse impact on revenue of approximately 35% for FY 20/2| before
beginning to recover. The RWC downside scenario also assumed a net negative cashflow impact on
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working capital of approximately £140m, excluding the tax deferred under HMRC’s Time to Pay
scheme. Further mitigation actions that would be taken in this scenario were also factored in.

As a result of uncertainty related to COVID-19, the Group is announcing its intention to launch an
underwritten rights issue to raise £20Im before transaction costs, amendments to its financial
covenants and a resizing to £250m and extension of the maturity date of its revolving credit facility to
16 December 2022.

Approval of the resizing and extension of the maturity date of its revolving credit facility, and the
covenant waivers, are conditional on the rights issue being approved by shareholders at the General
Meeting on 13 July 2020. The underwriting of the rights issue is also conditional on shareholder
approval.

Even in the event that the rights issue is not successful and shareholder approval is not received, if the
base case is achieved the Group would still have sufficient liquidity to continue to operate as a going
concern, albeit there would be the need to seek covenant waivers from the lending banks, or consider
other sources of long term funding. The Group would also not be in a position to withstand significant
downside.

Based on the Covid-19 assumptions, projections for viability purposes have been made using prudent
assumptions:

e Modest revenue and margin growth beyond FY21;

e A gradual normalisation in working capital;

e Settlement of existing provisions according to our best estimates together with funding costs
for ongoing transformation activities;

e No changes to group structure; and

¢ No additional capital beyond current committed debt facilities.

The resulting financial model assesses the ability of the company to remain within financial covenants
and liquidity headroom of existing committed facilities.

Our revised £250m revolving credit facility and £121.5m of US Private Placement notes mature in the
forecast period. The Directors consider it reasonable to assume that the revolving credit facility,
operated for general business purposes, will be refinanced on materially similar terms. The Group
also utilised £6 Im of invoice discounting at 31 March 2020, which the group is not dependent upon
for liquidity, covenant compliance or viability purposes in the base case scenario.

A range of scenarios that encompass the principal risks were applied to the base case and are set out
in the table below. The analysis also considered a reverse stress-test scenario to illustrate the working
capital outflow required to cause a breach of leverage covenant, in combination with the reduced
revenue scenario.

Scenario Principal risks

| Loss of major contract — lost revenue and operating profit in all future periods 79,13

2 Major client insolvency — lost revenue, operating profit and cash flow, plus one-off n/a
costs equivalent to 3 months’ revenue

3 Major working capital outflow - £100m 2,13
4 10% revenue reduction 3,45,6,7,8,9,10,12,13
5  Margin erosion 3,4,5,8,9,10,11,12

6  Reverse stress test — revenue loss and working capital outflow in combination to  n/a
covenant breach

7 COVID-19 downside scenario |
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In each of scenarios | to 5 and 7, the Group was able to continue operating within debt covenants
and liquidity headroom. The Directors considered mitigating factors that could be employed 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, asset disposals, overhead cost savings and reductions
in cash distributions or raising equity.

Scenario 6 required such an extreme set of factors in unison that it is considered to be a remote
likelihood and therefore does not represent a realistic threat to the viability of the Group. In reaching
the conclusion of remote the Directors considered the following:

e Current trading is performing above the base case;

e The reverse stress test scenario would require a decline of approximately 30% in FY 20/21
against the base case, which is considered to be very severe given the high proportion of
Mitie’s revenue that is fixed in nature;

e Given the significant economic impact of the first period of disruption caused by COVID-19,
and the need to restart national economic activity, any impact from a second period of
disruption is now expected to be less severe; and

® In the event that results started to trend significantly below the base case, there are
additional mitigation actions available to management that would be implemented, which are
not factored into the reverse stress test scenario.

Based on this assessment, the Directors have 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
2023.

However, the requirement to obtain formal shareholder approval at the General Meeting on |3 July
2020 indicates that material uncertainty exists over going concern in relation to the rights issue.
Further details of the going concern assessment are set out in Note | to the financial statements. If
the rights issue were to be successful, this would remove the material uncertainty.

The Strategic report on pages 2 to 94 of Mitie Group plc, company registration number SC019230,
was approved by the Board of Directors and authorised for issue on 25 June 2020.

It was signed on its behalf by

Phil Bentley Andrew Peeler
Chief Executive Officer Chief Financial Officer
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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 governance advice and guidance. This
is facilitated in numerous ways including reports prepared by the Company Secretary for each Board
meeting, communication with the members of the company secretariat 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 Board welcomes the introduction of the UK Corporate Governance Code July 2018 (the Code),
which applied to the Company as a company with a premium listing on the London Stock Exchange
with effect from | April 2019. The Code can be found on the Financial Reporting Council’s website at
www.frc.org.uk. The structure of the governance section of this Annual Report follows that of the
Code. Pages 103 to 127 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 to Mitie’s subsidiary companies where
appropriate.

| confirm on behalf of the Board that throughout the year ended 31 March 2020 the Company complied
with all the requirements of the Code.

Stakeholder engagement and Section 172 statement

As a Board, we remain committed to best practice corporate governance, stakeholder engagement
and the long-term delivery of sustainable shareholder value. Effective engagement enables the Board
to ensure stakeholder interests are considered when making strategic decisions. In the Annual Report
and Accounts 2019, we reported that a stakeholder ‘map’ had been collated, detailing the Group’s key
stakeholders along with the engagement mechanisms in place. This has been reviewed during FY 19/20
and the Board remains confident that it remains fit for purpose. Please see page 45 for more details.

The stakeholder map has supported the Board’s inclusion of the required Section 172 statement within
this Annual Report. Accordingly, | am pleased to draw your attention to the Section 172 statement set
out on page 70 which details the Board’s approach to decision making and how Mitie seeks to maintain
its relationships with stakeholders. Further, the statement provides information on how outcomes
from stakeholder engagement reach the Board and specific examples of key decisions made by the
Board during FY 19/20 including how stakeholder views were considered and the impact of those views
on the decision made.

Jennifer Duvalier continues to act as the Company's designated Non-Executive Director responsible for
oversight of the Board's engagement with the workforce. Jennifer has undertaken several initiatives
during the year to establish communication channels with the workforce ensuring that the views of those
on the frontline are heard and understood. Jennifer provides the Board with an update at each Board
meeting so that these views are regularly voiced at Board-level and can be incorporated into the Board's
decision-making process. Between meetings, notes from Jenny’s visits are made available to the Board
via the electronic board portal.
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Board composition
On 2 January 2020 we welcomed Andrew Peeler to the Board as Chief Financial Officer to replace Paul
Woolf. Further details on Andrew’s appointment can be found on page 129.

The Board considers the balance in its members' skills and experience appropriate both from an overall
Board composition perspective and based on individual contribution. The biography of each member 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 has engaged an independent consultant,
Belinda Hudson, to conduct an external Board evaluation. Due to COVID-19, the evaluation will now
take place in FY 20/21 and will assess the effectiveness of the Board as a whole, its Committees and
individual members. The outcomes and future objectives from the evaluation will be shared in Mitie’s
Annual Report and Accounts FY 20/21.

Derek Mapp
Chairman
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Board biographies

Derek Mapp

Non-Executive Chairman

Board Committees
Chairman of the Nomination Committee

Date of appointment to the Board
9 May 2017

Other current appointments
Derek is Chair of Informa plc and private company Imagesound Limited. Derek also has several other
private business interests.

Past roles

Derek was Chair of Huntsworth plc from December 2014 to March 2019. He was also previously
Chief Executive Officer of Tom Cobleigh plc and Chair of Leapfrog Day Nurseries Limited, East
Midlands Development Agency, Sport England and British Amateur Boxing Association Limited.

Skills and experience
e Experienced Chairman and entrepreneur
e Extensive career in ownership, managerial, operational and commercial roles in service
industries
e  Wealth of commercial and governance experience within various sectors
e Promotes robust debate and an open and engaged culture

Phil Bentley
Chief Executive Officer

Board Committees
None

Date of appointment to the Board
| November 2016

Other current appointments
None

Past roles

Phil was Group Chief Executive Officer of Cable & Wireless Communications plc 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
plc 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 plc from 2002 to 2010.

Skills and experience
e Executive and non-executive experience with FTSE 100 companies for over |9 years
e Significant strategic and commercial experience at both national and global level
e Extensive executive and leadership experience from across industry
e Extensive financial, audit and risk management systems experience

e Accountant by profession, with a master’s degree from Oxford University and an MBA from
INSEAD, Fontainebleau
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Andrew Peeler
Chief Financial Officer

Board Committees
None

Date of appointment to the Board
2 January 2020

Other current appointments
Andrew is director and chair of the Finance Committee of Fair Finance, a leading micro finance social
enterprise.

Past roles

Andrew was Chief Executive Officer of Yodel from January 2018 to September 2019, having previously
been Chief Financial Officer from September 2017. Prior to this he held several senior executive and
board positions in Europe, America and Australia including with Bupa, Premier Foods, Cadbury
Schweppes and Unilever.

Skills and experience
e A well-regarded leader with broad commercial and financial experience
e Strong operational and strategic oversight and execution
e A proven track record in business expansion and transformation
e Qualified as a chartered global management accountant

Nivedita Krishnamurthy Bhagat
Independent Non-Executive Director

Board Committees
Member of the Nomination Committee
Member of the Audit Committee

Date of appointment to the Board
| June 2017

Other current appointments

Nivedita is Chief Executive Officer, Global Cloud Infrastructure Services at Capgemini SA, a French
publicly listed multinational corporation. She is also a member of its Group Executive Committee and
a director of two of its group companies: Capgemini UK plc and CGS Holdings Ltd (both unlisted).

Past roles

Nivedita was Head of Enterprise Solutions, EMEA and Head of London Development Centre at Infosys
Technologies Ltd from 1998 to 2010. Prior to this she was a consultant in the corporate finance
division at KPMG India.

Skills and experience
e Significant international management experience across the UK, Europe, US and India

e Vast experience in advising clients on technology solutions, enabling them to increase
shareholder value

Several years of IT consulting and IT outsourcing experience managing large complex contracts
Strong sales orientation having sold global technology and digital solutions to global clients
Deep P/L management with focus on top and bottom line

Qualified as a chartered accountant, with a degree in Economics
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Baroness Couttie
Independent Non-Executive Director

Board Committees

Chair of the Social Value & Responsible Business Committee
Member of the Nomination Committee

Member of the Audit Committee

Date of appointment to the Board
I5 November 2017

Other current appointments
Baroness Couttie is a member of the House of Lords and party whip. She is also a member of the
House of Lords European Union Committee and EU Services Sub-Committee.

In addition to this, Baroness Couttie is a Commissioner with the Guernsey Financial Services
Commission and a member of their Investment Committee and Audit Committee. Baroness Couttie
also chairs The Mitie Foundation.

Past roles

Baroness Couttie led Westminster City Council from 2012 to 2017. She joined the Council in 2006
and has previously served as Cabinet Member for Finance, Cabinet Member for Housing and Deputy
Cabinet Member for Children’s Services. Baroness Couttie was also 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 2012 to 2014.

Prior to progressing her career in public service, Baroness Couttie was a director at Citigroup after
she left Schroders, where she headed up its principal finance business. She was also previously Chief
Executive of both Cornerstone Communications and PR Consultants.

Baroness Couttie has served as a non-executive director on several boards since 2006, including Royal
Parks and the London Local Enterprise Partnership. She was also previously Chair of the West End
Partnership and Council Member of Imperial College, where she was also Chair of the Audit
Committee.

Skills and experience
e 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 senior level
e Ennobled and joined the House of Lords in 2016
e An honours degree from the University of St Andrews in Psychology

Jennifer Duvalier
Independent Non-Executive Director

Board Committees
Chair of the Remuneration Committee

Member of the Nomination Committee

Date of appointment to the Board
26 July 2017
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Other current appointments

Jennifer is Non-Executive Director and Chair of the Remuneration Committee of Guardian Media
Group plc, and Non-Executive Director of NCC Group plc. Jennifer is also Director of The
Cranemere Group Limited where she is also Chair of the Sustainability, People & Diversity
Committee, and a member of the Council of the Royal College of Art where she is also Chair of the
Remuneration Committee.

Past roles

Jennifer was Executive Vice President, People, for ARM Holdings plc, a global technology business,
from September 2013 to March 2017. She was also an executive committee member with
responsibility for people and internal communications activity. Prior to this, Jennifer was Group People
and Culture Director at UBM plc from 2007 to 2013 and Group HR Director at Emap plc from 2003
to 2007.

Skills and experience
e Leadership development, talent acquisition and management and succession planning
Mentoring and coaching
People strategy, organisation development and change management
Employee engagement and internal communications
Corporate social responsibility and partnerships
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 Committee

Member of the Nomination Committee
Member of the Remuneration Committee

Date of appointment to the Board
| September 2017

Other current appointments

Mary is Non-Executive Director and Chair of the Audit Committee of Essentra plc, an international
supplier of specialist plastic, fibre, essential components and packaging products. She is also Non-
Executive Director and Chair of the Audit Committee of Travelzoo. Her current trusteeships include
the Invictus Games Foundation and PDSA.

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 Limited, an international
development company, from 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 over 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.
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Skills and experience
e Accounting, finance and international management experience
e Chartered accountant, with a degree from University College London in History

Roger Yates
Senior Independent Director

Board Committees

Member of the Nomination Committee
Member of the Audit Committee
Member of the Remuneration Committee

Date of appointment to the Board
| March 2018

Other current appointments

Roger is Non-Executive Director and Chair of the Remuneration Committee of Jupiter Fund
Management plc. He is also Senior Independent Director and Chair of the Remuneration Committee of
St James’s Place plc.

Past roles

Roger started his career in asset managementat GT Managementin 1981 and held positions of increasing
seniority at Morgan Grenfell, LGT and Invesco. He served as Chief Executive of Henderson Group plc
from 1999 to 2008 and as Chief Executive of Unicredit’s asset management arm, Pioneer Investments.
Roger’s non-executive roles have included F&C Investments, IG Group plc, Electra Private Equity plc and
JPMorgan Elect plc.

Skills and experience
e Substantial board experience
e Strong business track record
e Extensive knowledge of the finance and investment community

Peter Dickinson
Chief of Staff, General Counsel & Company Secretary

Board Committees
Member of the Social Value & Responsible Business Committee

Date of appointment
6 March 2017

Other current appointments
None

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 and, in addition, between 2008 and 2015, Peter was the co-
head of Mayer Brown’s global Corporate practice, with specific responsibility for strategy.
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Skills and experience
e Substantial experience advising on corporate advisory, mergers and acquisitions, joint
ventures and other significant commercial transactions including large scale multi-jurisdictional
outsourcing projects
e Qualified solicitor with a degree in law from Southampton University

102



The Code: Board leadership and company purpose
Governance at a glance

Company purpose

As detailed on page 2 of the Strategic report, the purpose of the Company is to use expertise, care,
technology and insight to create amazing work environments, helping its customers be exceptional, every
day.

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 to be adequately assessed and managed. The Board is
responsible and accountable to shareholders for the sustainable long-term success of the Company. The
purpose of each Committee that the Board has delegated parts of its responsibilities to is summarised
below and set out in more detail in each Committee’s report.
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Governance framework

The Company's formal governance framework underpins the Company's operations. In addition to the
four Board Committees detailed below, the Board has a Disclosure Committee which meets on an ad
hoc basis (further detail can be found on page 164) and an informal Bid Committee. The Bid Committee
comprises of the Chief 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 material bid submissions and to determine whether such bids
meet the Group’s financial, commercial and legal objectives.

Terms of Reference for the Company's Board Committees are available at
www.mitie.com/investors/corporate-governance.

Social Value &

Nomination Audit Remuneration : s

. X . Responsible Business
Committee Committee Committee :

Committee

Purpose: to evaluate and Purpose: to monitor the Purpose: to determine Purpose: to drive the Group’s
make recommendations integrity of the Company’s and review the Company’s social value and responsible
regarding the composition, financial reporting, review the remuneration policy and business agenda and ensure
diversity, experience, effectiveness of the Company’s monitor its implementation. the Group conducts its
knowledge, skills and internal controls and evaluate business in a commercially
independence of the Board the performance of the responsible way.
and its Committees. internal audit function and

external auditor.

| | | |

Executive Leadership Team

Members of the Executive Leadership Team, which include senior members of management from each business unit and central group
functions, meet weekly to discuss and implement the Company’s strategic objectives.

Business divisions

Technical Services, Business Services, Specialist Services

Read more:
Board Pages 103-127
Nomination Committee Pages 128-130
Audit Committee Pages 131-140
Remuneration Committee Pages 141-161
Social Value & Responsible Business Committee Pages 162-163

104



Membership of Board Committees

Nomination

Committee

Chairman Derek Mapp Chair
Executive Phil Bentley -
Directors

Andrew Peeler** -

Paul Woolf** -
Independent Nivedita Krishnamurthy Member
Non- Bhagat
Executive )
Birceas Baroness Couttie Member

Jennifer Duvalier Member

Mary Reilly Member

Roger Yates Member

Audit
Commiittee

Remuneration
Commiittee

Member -
Member -

- Chair
Chair Member
Member Member

Value &
Responsible
Business

Commiittee*

* Membership of the Social Value & Responsible Business Committee includes senior management as detailed on page 162.

** Andrew Peeler was appointed to the Board on 2 January

Gender diversity

@ Female
@ Male

2020 and replaced Paul Woolf.

Director age range

@ 41-50 years

@ 51-60 years

@ 61-70 years

Board activities: Stakeholder engagement
Members of the Board attended several stakeholder events during FY 19/20 as detailed below.

Held a day of one-on-
one meetings and calls
with five top institutional

4 2019 Annual
investors.

General Meeting.

Held meetings with
institutional investors.

Held a Town Hall event
at the Northampton
office attended by
employees and all
Board members.

Held a Town
Hall event at the
Bristol office
attended by
employees and all
Board members.

APR JUN SEPT DEC
2019 2019 /[N 2019 /[\ 2019 A
® @ @ @ @
o = =/ =7 &/
MAY JuL NOV JAN
2019 2019 2019 2020

Hosted a dinner at
The Shard with the
CEO of the Institute
of Workplace
Management which
was attended
by several top
customers.

Held meetings with
institutional investors.

Hosted an employee
roadshow, Team Talk
Live 2019, at five
locations across the UK
which was attended by
over 4,000 employees.

Hosted a Capital
Markets Day at The
Shard.
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The Code: Board leadership and company purpose (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 including, but not limited to:
Market overview

Customer trends

Competitor environment

Investor sentiment and shareholder returns

Divisional business strategies

Finance

People and talent

An offsite strategy day was held in September which all Directors attended. On the day,
the Board discussed the Group’s strategic methodology 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 page | 1. Mitie’s governance framework underpins the delivery of strategy and can be found on
page 104. An overview of Mitie’s strategy in action can be found on page |6.

Boardroom discussions

The Board held seven scheduled meetings during FY 19/20. Individual Director attendance at each
meeting and a timeline setting out stakeholder related events attended by members of the Board can
be found on pages |14 and 105. Other Board activities during FY 19/20 include those set out below. In
undertaking their duties, the Directors act in a way they consider, in good faith, will be most likely to
promote the success of the Company for its shareholders as a whole, having regard also to other
stakeholders.

Strategic pillar:

Customer: Build market-leading positions in higher growth segments and increase customer NPS

Corporate The Board debated and approved the:
transactions e  Acquisition of Global Aware
o  Sale of the catering business and agreement to enter a strategic partnership with
CH&CO.
COVID-19 At its March 2020 meeting the Board discussed the operational impacts of COVID-19 and the

measures needed to ensure Mitie’s businesses would be able to continue to operate with minimal
disruption and deliver essential services to clients. The Board has held weekly update calls on this
since the end of FY 19/20.

Net Promoter Score A Net Promoter Score survey was conducted, the results of which were discussed by the Board at
its June 2020 meeting. The survey involved 1,000 clients being asked how likely they were to
recommend Mitie to a friend or colleague.

People: Create a ‘great place to worl’ for our employees

Employee The Board received and discussed the results of the March 2019 employee engagement survey,

engagement Upload, and agreed actions to be taken. Regular updates on employee related matters, including
learning and development, rewards and benefits, MiReview appraisal outcomes and talent and
recruitment, were also received and discussed.
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COVID-19 At its March 2020 meeting the Board discussed the impacts of COVID-19 on employees, including
on their health and safety, and employee views communicated through ‘Grill Phil’. The Board has
held weekly update calls on this since the end of FY 19/20.

Social value The Board established a formal Social Value & Responsible Business Committee in June 2019. The
Committee reviewed the operating model for social value within Mitie, which includes five social
value pillars: Employment, Responsibility, Community, Environment and Innovation. Baroness
Couttie provided a verbal update at every Board meeting. Read more on pages 162 to 163.

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

SAP implementation The Board was regularly updated on the project to move Engineering Services off the Oracle
finance platform onto SAP. Implementation of SAP is expected to bring better control as it allows
greater automation and control of transaction processes. This project was paused in March 2020
for six months for reasons set out in the Strategic Report.

COVID-19 At its March 2020 meeting the Board discussed measures to be taken to preserve the financial
strength of the Group in light of developments in the COVID-19 outbreak. The Board has held
weekly update calls on this since the end of FY 19/20.

Results and dividends The Board reviewed and approved the half-yearly financial report and Annual Report and Accounts
and associated dividends.

Budget The Board delayed the review and approval of the Group’s budget for FY 20/21 from its March
2020 meeting to its June 2020 meeting to allow the impacts of COVID-19 to be more fully
considered.

Technology: Embed technology into the heart of our offering

Project Forte The Board was regularly updated on Project Forte, the digital transformation and modernisation of
the technology infrastructure for Engineering Services. This project was paused in March 2020 for
six months for reasons set out in the Strategic report.

Technology suite The Board was updated on developments with its Connected Workspace technology solutions,
including with live demonstrations. The Board also visited Mitie’s Global Security Operations
Centre in Northampton.

Standing agenda items:

Committee and At every Board meeting a verbal update was provided by the chair of each Board Committee.
Designated NED Updates included:
updates e  Overview of the Committee meeting

e  Recommendations from the Committee requiring approval by the Board

e  Employee views from the frontline voiced by Jennifer Duvalier in her role as the
Company’s designated Non-Executive Director responsible for oversight of the Board’s
engagement with the workforce

Chief Executive At every Board meeting the Chief Executive Officer presented a paper on topics such as:
Officer’s update e  Financial highlights

e  Business development

e  Sector considerations

e  Customers

e Sales

e Divisional updates
Chief Financial At every Board meeting the Chief Financial Officer presented a paper on topics such as:
Officer’s update e  Financial performance of the Group

° Finance structuring review
e  Finance modernisation

Company secretarial At every Board meeting the Chief of Staff, General Counsel & Company Secretary presented a
and legal updates paper on topics such as:
e  Whistleblowing
Material litigation
Modern Slavery Act Statement
Task Force on Climate-related Financial Disclosures;
GDPR
July 2018 UK Corporate Governance Code
Companies Act 2006 Section |72 considerations
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e  Other governance and regulatory highlights

QHSE update A paper on QHSE matters was prepared for every Board meeting on topics such as:
e  Key indicator statistics

Any significant incidents/accidents

Quality and assurance

QHSE strategy

Reportable and recordable events

Investor relations, An investor relations report was prepared for every Board meeting on topics such as:
corporate affairs and e  Appointment of new brokers

internal Share price performance

communications Shareholder engagement

Share register analysis

Sector news

Investor feedback

Media coverage

Internal communications

Culture at Mitie
Culture at Mitie is underpinned by its purpose and promises.

Purpose: Our expertise, care, technology and insight create amazing work environments, helping our
customers to be exceptional every day.

Promise to our customers: A trusted partner creating exceptional environments for your
customers and people, adding value every day.

Promise to our colleagues: A place to work where you can thrive and be your best every day.
All Directors lead by example and promote the desired culture.

How the Board assesses and monitors culture

Mitie’s core 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 ‘One Mitie’ way
of operating across the business. The ‘One Mitie’ way leads to consistent, high quality and relevant
information flows across the business (see more on Mitie’s values on page 49).

These information flows together with direct engagement from each business are key to the Board’s
oversight of cultural matters. Set out below are examples of how the Board monitors 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 anonymously 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 Code of Conduct 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.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 conflicts 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

108



activity is provided to the Board at every Board meeting and to the Executive Leadership Team 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 received since the launch of the
service in September 2017.

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. In FY
18/19 a non-financial QHSE KPI was introduced to the Group’s reporting; the all injury frequency rate
(see page 26).

Measuring culture

Board members have been on several site and office visits during FY 19/20, as well as attending Team
Talk Live 2019, a roadshow at five locations across the country. These visits enabled Board members
to experience Mitie’s culture first-hand, respond to questions and seek feedback from employees.

Mitie has a number of non-financial KPIs such as staff turnover, employee engagement, Net Promoter
Score and all injury frequency rate which allow trends and changes to be identified and monitored.

Alignment of remuneration and culture

Successful people and organisations are clear about what they want to achieve, 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 around things that really add value to the business, build development
plans that help colleagues achieve their objective and allocate pay reviews in a transparent way, related
directly to individual performance.

Details on the Company’s approach to investing in and rewarding its workforce are set out on pages
49-54 and Mitie’s Real Living Wage commitment on page 61.

Views of employees

Jennifer Duvalier is the Company’s designated Non-Executive Director responsible for oversight of
the Board’s engagement with the workforce. She champions the voice of Mitie employees at Board
discussions and participates directly in employee engagement initiatives, providing the benefit of
further employee feedback for the Board.

Mitie’s annual employee engagement survey, Upload, provides feedback that can be acted upon by
management to improve the experience of working at Mitie. The results of the survey provide the
Board with a company-wide snapshot of how employees rate Mitie’s culture and employee
engagement. A timeline with details of how this information reaches and is considered by the Board
can be found below.

Date Action

March 2019 2019 Upload engagement survey launched. The survey is open to all employees and can be completed
through several different mediums to enable maximum participation.

June 2019 - Survey results were presented to the Board at its meeting in June 2019. The Board agreed proposed
October 2019  next steps and a plan for the year to address the areas identified.

As the designated Non-Executive Director for workforce engagement, Jennifer Duvalier has worked
closely with management on the results of the survey, meeting numerous times in FY 19/20 to discuss
progress on planned activities. Jennifer has also been out and about meeting colleagues across the
business to understand any current or emerging matters. Jennifer provides the Board with an update
on her activities undertaken in respect of this role at every Board meeting. More information on
Jennifer Duvalier’s activities during FY 19/20 is included on page |12.

109



November The ‘You Said, We Did’ campaign was launched to highlight the work done by management between
2019 June and November to address the five key areas of focus identified from the Upload survey results.

The campaign, which was communicated to employees via Mitie’s various communication channels,
identified the initiatives introduced as a direct response to employee feedback, including; the
publication of Mitie’s first Social Value Report; the launch of the ‘One Mitie’ approach to Learning and
Development; the formation of a Quality Improvement Council to tackle processes, systems and data
issues; a new Communications Hub; the Team Talk Live events covering new locations across the UK;
the new ‘Celebration Hub’ for employee recognition; and a new communications process for
maternity leave.

December Periodic updates on the ‘You Said, We Did’ campaign initiatives were communicated to all employees,
2019 - March actively encouraging them to respond to the updates with further feedback on how the initiatives were
2020 progressing and their thoughts on the impact the plans were having, both positive and negative. This

allowed management to review, consider and shape the initiatives to ensure they continued to
effectively address the initial feedback received during the Upload survey.

At the March 2020 Board meeting, the Board discussed the importance of the ‘Employee Voice in the
Boardroom’ including a review of the approach taken in FY 19/20 and the programme of office and
site visits planned for FY 20/21. Having regular updates ensures that the needs of employees are
considered leading to informed decision making.

Stakeholder engagement mechanisms and Section 172 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 they support effective, two-way communication.
These are kept under periodic review to ensure on-going effectiveness. The Board maintains a
stakeholder map which is used to support the Board’s reporting requirements under Section 172 of the
Comepanies Act 2006. More details on the Group’s stakeholder engagement mechanisms can be found
on page 45. Details of stakeholder activities undertaken by the Board can be found on page 105 and by
Jennifer Duvalier in her role as designated Non-Executive Director responsible for oversight of the
Board's engagement with the workforce on page | 12.

This is the first time Mitie has been required to publish a Section 172 statement detailing how the Board
has engaged with the Group’s stakeholders and approached decisions made during the year. Mitie’s
Section 172 statement can be found in the Strategic report on pages 70-73.

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 is 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 provide a forum
for institutional shareholders to 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
management from existing and potential institutional investors. The programme is led by the Executive
Directors with support from the Investor Relations team.

In May 2019, Mitie held a day of one-on-one meetings and calls with five top institutional investors. The
purpose of this direct engagement was for the Non-Executive Directors to meet with large institutional
shareholders with a cumulative holding of 41% of the Company’s shares and foster a discussion around
corporate governance matters, environment, human capital, corporate culture and the Board’s long-
term views on the business.

In June 2019, following publication of the FY 18/19 results, meetings were held with institutional investors
in London, Edinburgh, Chicago and New York.
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In July, the 2019 Annual General Meeting was held in London. Retail shareholders had an opportunity to
hear from senior management and the Board on the Group’s performance, transformation and long-
term strategy. All Directors in post at the time attended the 2019 Annual General Meeting. At the
meeting all resolutions were passed with more than 90% of the votes cast in favour.

In September 2019, Mitie engaged with existing and potential investors at three Support Services investor
conferences: UBS’s Business Services conference; |.P. Morgan Cazenove Pan-European Small/Mid Cap
Conference; and Stifel’s UK Business Services and Industrials conference. The opportunity was taken to
show the breadth and depth of knowledge and expertise at Mitie by inviting the Director of Group
Finance and Finance Director of Technical Services to take part in meetings.

In November 2019, following publication of the HY 19/20 results, meetings were held with institutional
investors in London and Edinburgh, and conference calls with investors in Chicago, Boston and New
York.

In December 2019, a Capital Markets Day was held at The Shard, accompanied by a live webcast, and
was attended by institutional investors from London and Continental Europe.

In January 2020, the Company appointed new corporate brokers, J.P. Morgan Cazenove and Jefferies
International, to support Mitie in communicating its transformation story and accelerated value creation
vision to shareholders, other stakeholders and the wider investment community.

The Board is regularly kept informed of investor feedback, stockbroker updates and detailed analyst
reports. A Board report is prepared by the Head of Investor Relations for every Board meeting as set
out under Boardroom discussions on page 106. The Chairman is responsible for ensuring that the Board
is made aware of any issues or concerns of major shareholders, and the Chairman and Senior Independent
Director are available to meet with shareholders upon request. Committee chairs seek engagement with
shareholders on significant matters related to their area of responsibility.

2020 Annual General Meeting

Mitie is closely monitoring the impact of the COVID-19 pandemic and public health concerns in the
United Kingdom and elsewhere. Mitie currently intends to hold its Annual General Meeting (AGM) on
28 July 2020 at | 1.30am at Level 12, The Shard, 32 London Bridge Street, London SEI 9SG. However,
given the UK Government’s current guidance on social distancing and restrictions on public gatherings,
it will not be possible for shareholders to attend the AGM in person unless both the COVID-19 situation
and the UK Government’s guidance has changed by the date of the meeting.

The Board very much regrets that, as things currently stand, it will be necessary to restrict attendance
at the AGM, but the health and wellbeing of employees, shareholders and the wider community in which
the Company operates is of paramount importance to the Board. The Board strongly encourages
shareholders to appoint the chairman of the AGM as their proxy and provide voting instructions in
advance of the meeting in accordance with the instructions explained in the Notice of AGM.

Resources for shareholders and other stakeholders
Mitie has a specific area dedicated to investor relations on its website (www.mitie.com/investors)
where the below can be found:
e Latest results including half-year and full-year results presentations;
Financial reports and calendar;
Shareholder information;
Share price tools;
Corporate governance information; and
Regulatory announcements.
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Designated NED

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 FY 19/20 to
encourage employees to share their views.

Published a video
introduction to discuss
her role in Mitie and what
she was hoping to get out
of the role over the next
12 months.

Back to the Floor with

the whole team at Rolls- Team Talk Live 2019 ‘Ask Jenny’ video to Video to
Royce, Derby, followed and ‘brunch n listen’ answer questions launch Upload
by a‘lunch n listen’ Q&A event with the Leeds submitted via email
JUN session. team. NOV and Yammer. JAN MAR

AUG
2019 2019 2019 2020 2020

l JUL SEPL DEC FEB
201 2
Back to the Floor 019 Manager Essentials 2019 Board meeting at 2019 Back to the Floor 020 Back to the Floor
with Mitie’s Employee Training course at St. Mitie's global security with the Security with the Cleaning
Relations & Change George's Hospital. operations centre in team at Bank of team at Clapham
team in Bristol. Northampton, with Ireland in Bristol. Junction Station.
Exceptionals Forum Q&A session.

to meet Mitie’s front
line Exceptionals
and relaunch the
programme.

Conflicts of interest

The Board has a policy on the declaration and management of Directors’ conflicts of interests. 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
is 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 his/her duties effectively and permission is sought from the Board.

Executive Directors are entitled to retain fees earned from any external appointments. Phil Bentley did
not hold any external positions during FY 19/20. Andrew Peeler is a director and chair of the Finance
Committee of Fair Finance, a micro finance social enterprise. Paul Woolf did not hold any external
positions whilst he was on the Board.

External positions held by the Chairman and Independent Non-Executive Directors are detailed in their
biographies on pages 97-102.

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
concerns 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.
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The Code: Division of responsibilities

Board composition

Chairman: Derek Mapp

Executive Directors: Phil Bentley
Andrew Peeler (from 2 January 2020)
Paul Woolf (until 2 January 2020)

Senior Independent Non-Executive Director: Roger Yates

Independent Non-Executive Directors: Nivedita Krishnamurthy Bhagat
Baroness Couttie
Jennifer Duvalier
Mary Reilly

Biographies of all Directors can be found on pages 97-102.

All Non-Executive Directors are considered independent when
assessed against the circumstances set out in Provision 10 of the
Code. The Chairman was considered independent against these
circumstances on appointment.

Director independence

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 Non-Executive Directors. No one individual or
small group of individuals dominates Board decision-making.

There is a clear division of responsibilities between leadership of @ Chairman I
the Board and executive management leadership of the @ Executive

Company’s business. Key responsibilities of the Board, its @ Independent

Committees 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/corporate-governance where the following documents are published:
o Matters reserved for the Board
o Terms of Reference for each Committee of the Board
e Division of Responsibilities between the Chairman and Chief Executive Officer

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 2020.

The key responsibilities of the Board include:

e Approve the Group’s long-term objectives and commercial strategy

e Establish the Group’s purpose and values and satisfy itself that these, its strategy and culture are
aligned
Review performance in light of the Group’s strategy, objectives, business plans and budgets
Approve the half-yearly report and annual report
Approve the annual budget, treasury policies and dividend policy
Review the effectiveness of the Group’s risk and control processes
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e Approve all material acquisitions, material disposals, material contractual and other operational
matters

e Ensure adequate succession planning for the Board and senior management

e Undertake a formal and rigorous review annually of its own performance and that of its
Committees and individual Directors

e Make arrangements for dialogue with shareholders, canvassing shareholder opinion and
engagement with shareholders in relation to any shareholder resolution 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 128-130
Audit Committee Pages 131-140
Remuneration Committee Pages 141-161
Social Value & Responsible Business Committee Pages 162-163

Director attendance at meetings of the Board and its Committees

Nomination | Audit Remuneration Social Value &
Committee | Committee | Committee Responsible

Business
Committee*

Chairman  Derek Mapp 717 4/4 - - =
Executive Phil Bentley 717 - = = L
Directors

Andrew Peeler™ 2/2 = = - L

Paul Woolf** 5/5 - - - -

Independent Nivedita 717 4/4 6/6 - -

Non- Krishnamurthy

Executive Bhagat

Directors
Baroness Couttie 7/7 4/4 6/6 - 3/3
Jennifer Duvalier 7/7 4/4 - 3/3 -
Mary Reilly 717 4/4 6/6 3/3 -
Roger Yates 717 4/4 6/6 3/3 -

* The Social Value & Responsible Business Committee was established at a meeting of the Board held on 4 June 2019.
** Andrew Peeler was appointed to the Board on 2 January 2020 and replaced Paul Woolf.

Division of responsibilities
Chairman
In his role as Chairman, Derek Mapp's responsibilities include:
e 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 Board to executive management
Demonstrate objective judgment
Promote a culture of openness and debate
Ensure that Directors receive accurate, timely and clear information
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Manage the Board to ensure sufficient time is allocated to promote healthy discussion and open
debate, supported by the right level and quality of information to assist the Board in reaching its
decisions

Facilitate 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 Non-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 to understand their issues and concerns
Ensure that the views of shareholders are communicated to the Board

Senior Independent Director
In his role as Senior Independent Director, Roger Yates' responsibilities include:

Act as a sounding board for the Chairman

Serve as an intermediary for other Directors when necessary

Conduct the Chairman’s annual performance evaluation (without the Chairman present)

Lead the appointment 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 resolved 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:

Hold a prime role in appointing and removing Executive Directors when necessary

Scrutinise and hold to account the performance of management and individual Executive
Directors against agreed performance objectives

Exercise independent skill and judgement

Constructively challenge proposals based on relevant individual experience, knowledge and skills
Contribute to the formulation and development of strategy

Monitor corporate reporting to ensure integrity of financial information

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; and
Hold a primary role in Board succession planning

Chief Executive Officer
In his role as Chief Executive Officer, Phil Bentley's responsibilities include:

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
achievement following Board approval

Optimise the use and adequacy of the Group’s resources

Manage the Group’s risk profile, including the health and safety performance of the business; and
Make recommendations to the Remuneration Committee on remuneration policy, executive
remuneration and terms of employment of the senior executive team
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Chief Financial Officer
In his role as Chief Financial Officer, Andrew Peeler’s responsibilities include:
e Lead, direct and oversee all aspects of the finance and accounting functions of the Group
e Evaluate, approve and advise on the financial and commercial impact of material contracts 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
e Manage relationships with the external auditor and key financial institutions and advisors
Ensure effective internal controls are in place and compliance with appropriate accounting
regulations for financial, regulatory and tax reporting

Chief of Staff, General Counsel & Company Secretary
In his role as Chief of Staff, General Counsel & Company Secretary, Peter Dickinson’s responsibilities
include:
e Advise the Board on governance matters and the Directors on their duties
e Ensure compliance with corporate legislation and the Company’s Articles of Association
e Support the Board in ensuring it has the policies, processes, information, time and resources
needed to function effectively and efficiently
e Oversee and direct the Group’s Legal, Company Secretarial, Pensions, HR, Property, Insurance,
Health & Safety, Risk & Compliance and Internal Audit functions
Identify and recommend to the Board acquisitions and disposals
Drive projects relating to mergers and acquisitions within the Group in line with authorities
delegated by the Board
e Provide an underpin to all aspects of the Group’s governance framework and the application of
its delegated authorities

Board meeting process
The Chairman is responsible for setting the Board meeting agenda, style and tone of Board discussions
to promote effective decision making and constructive debate.

Each Board meeting agenda is produced using items from the yearly meeting planner agreed by the
Chairman at the start of each financial year, actions arising, project progress updates and any governance
or regulatory changes. Matters may also be added to the agenda at the request of a Board member or
in response to emerging issues. Focus is given to timings for each item to ensure that sufficient time is
allocated for effective discussion and debate.

Board meeting materials and other relevant information is distributed to all Directors via a secure
electronic portal not less than five clear calendar days prior to the meeting. This ensures there is
sufficient time to review the matters which are to be discussed and to seek any clarification ahead of the
meeting.

Guidelines, templates and training is provided to authors of Board materials. This ensures all our people
have the right level of experience and expertise which is maintained through appropriate training and
development, helps to embed our culture of high standards of achievement, compliance to Mitie values
and good governance and control.

An important element of Mitie’s culture is ensuring that the Group has a ‘One Mitie’ way of operating
and collaborating effectively across the business. This gives greater consistency in processes and controls
around information which in turn ensures that the content of Board materials is consistent, of high quality
and relevant to effectively aid discussion and seeks to appropriately consider the impact, views and needs
of key stakeholder groups and the likely consequences of decisions in the long term.
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At Board meetings, the Chairman utilises his skill and experience to bring Board members together and
to encourage all Board members to voice their opinions and gives everyone time and space to ensure
their view is heard and to contribute to the decision-making process. Alongside Board papers and
materials, relevant areas of the business are invited to present their items to the Board thus providing
the opportunity for Board members to probe and question further.

Advice of the Company Secretary

All Directors have access to the advice of the Company Secretary through various channels including
company secretarial Board reports which are presented at every Board meeting, and an electronic board
portal which is kept up to date with the latest governance-related information and guidance. The
Company Secretary and wider company secretarial team are also available to the Directors on an ad hoc
basis as required. The 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 Board is responsible for the appointment and, where applicable, removal of the Company Secretary.

Director external appointments and time commitments

Directors are permitted to accept additional external appointments but must seek approval from the
Board in advance. If a Director held significant additional external 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 commitments of Andrew
Peeler prior to his appointment as Chief Financial Officer and no concerns were raised.

The Nomination Committee conducts an annual review of Directors’ time commitments, further details
of which can be found on page 130.
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The Code: Composition, succession and evaluation

Board effectiveness

The performance of the Board is 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 Committees,
Chairman and individual Directors annually. 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.

Outcomes from the internal FY 18/19 Board evaluation and actions taken are detailed in the Nomination
Committee report on page 129.

The Board has engaged an independent consultant, Belinda Hudson, to conduct the FY 19/20 Board
evaluation. The outcomes and future objectives from the evaluation will be shared in Mitie’s Annual
Report and Accounts 2021. 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.

Further details of each Director’s skills and experience is set out in their biographies on pages 97-102.

Nivedita
Skills / Derek Phil Andrew Krishnamur Baroness Jennifer

experience area Mapp Bentley Peeler thy Bhagat Couttie Duvalier

Leadership and

. . Exceptional v v v v v v v
business operations
v v v v
ST v Exceptional
development
v v v
Corporate Exceptional v v v v
governance
Audit/risk v v v
management and v Exceptional
assurance
Remuneration/HR Exceptional v
Commercial v Exceptional v v v v v
Technology/digital Exceptional v
Finance v Exceptional 4 4 4 4
Investme'nt v Exceptional
community

Government/public

. Exceptional v
sector experience

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
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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-  Director tenure
Executive Director’s independence. No Director has

served more than nine years.

Re-election of Directors

In accordance with the Code and the Company’s Articles
of Association, all Directors are subject to election or re-
election by shareholders. At the 2019 AGM each Director
in post at the time stood for re-election and was re-
appointed by shareholders. At the 2020 AGM Andrew
Peeler will stand for election and all other Directors
will stand for re-election.

@ 0-1 year |
The rules governing the appointment and replacement of @ |1-3years 6
Directors are set out in the Articles, The UK Corporate @® 3-6years [
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 ordinarily available for inspection at the Company’s registered office, head office and at the Annual
General Meeting. These locations are currently closed due to Government restrictions as a result of the
COVID-19 pandemic. Documents will be available for inspection in these locations when restrictions
are lifted.

Director induction process
On joining the Board, all Directors receive a personally tailored induction which includes:
e Meetings with Executive Directors, the Chief of Staff, General Counsel & Company Secretary
and other members of senior management
An overview of the Group’s governance policies, corporate structure and business functions;
Details of risks and operating issues facing the Group
Visits to divisional offices
A briefing on key contracts.

Andrew Peeler’s induction included the above as well as meetings with the Non-Executive Directors
and a detailed hand-over from Paul Woolf.

Board training and development
Mitie is 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:
o Schedule of matters reserved for the Board

Committee terms of reference

Articles of Association

Guidance on directors’ statutory duties

An overview of the Group’s directors’ and officers’ liability insurance arrangements;

Delegated authorities register

Share dealing procedures

Corporate governance and regulatory guidelines

Key corporate documents and policies
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The Board Handbook is subject to regular review and was last updated in early 2020.

Briefing notes on changes in the regulatory 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, as detailed on page 51, during FY 19/20 Mitie launched a
new Learning & Development core offering. Mitie’s new Licence to Operate training is available to all
Directors, and Licence to Lead training is available to the Chairman and Executive Directors.

Visits to different business sites and offices are arranged for Directors to facilitate a deeper understanding
of the business.

Nomination Committee
The Nomination Committee Report on pages [28-130 contains information on the Company’s
compliance with Provision 23 of the Code.

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 account for c.36% of the workforce and 18% of the Executive Leadership Team and
Group Leadership Team combined.

Mitie is committed to increasing the number of women in science, technology, engineering and
mathematics (STEM) roles across the Group. To support this, Mitie has joined the WISE campaign which
enables and energises people in business to increase the participation, contribution and success of
women in STEM. The partnership will help to generate and share fresh insight and knowledge about the
causes of and solutions to gender imbalance in STEM — from classroom to boardroom. It also cements
the commitment to making Mitie a great place to work, demonstrating our value of ‘our diversity makes
us stronger’.

The Group’s approach to business is underpinned by a belief that all individuals should be treated fairly
and have access to equal opportunities. To attract, recruit, develop and retain the very best people at all
levels, Mitie is committed to respecting and embracing talent and working to support a culture that is
inclusive and reflective of Mitie’s visions and values. In recognition of the Group’s diversity-related
initiatives and achievements, Mitie has won several awards and accreditations as detailed on page 53.

Mitie has a Group-wide Inclusion Policy, the objectives of which include that:

e 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 belief, sexual orientation, disability or part-time/fixed-term work

e Inclusion, equality and diversity will be promoted within the workplace

e 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:
e Ensures that all policies, processes, procedures and practices underpin delivery of the Inclusion
Policy
e Cascades lessons learned and shares best practice throughout the business
e Identifies key issues and recommends any changes
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Mitie has six employee diversity networks, details of which can be found on page 52. The networks host
a variety of face-to-face and virtual events and contribute to online platforms designed to interact and
share ideas.

In connection with the Group’s wider diversity initiatives and Inclusion Policy, Mitie is committed to:
e Giving full and fair consideration to applications for employment by disabled persons, having
regard to their particular aptitudes and abilities
e Continuing the employment of, and arranging appropriate training for, employees who have
become disabled during their employment
e The training of, career development and promotion of disabled employees

Mitie is a signatory of the Disability Confident scheme with the Department for Work and Pensions.
Details of the Group’s commitments under the scheme can be found on page 53.

Further details of the Group’s commitment to diversity can be found on page 52 and on the website:
www.mitie.com.



The Code: Audit, risk and internal control
Board accountability and assurance

Risk management approach

Mitie has continued to strengthen its approach to governance, risk management and internal control
during FY 19/20, building on the improvements introduced in prior years. Further simplification of the
organisational structure has taken place, including the sale of the Catering business, the rationalisation
of central functions, several process and systems improvement initiatives and development of the
outsourced back-office finance transactional processes and application maintenance IT processes. The
Group-wide delegated authority register (DAR), which sets out the accountabilities and authority to
take decisions on specific matters within defined financial limits, is now embedded in processes and
systems at levels from the Board to divisional leadership. Authority levels are also in place within divisions
and are consistent with the approach taken in the Group DAR. 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.

During FY 19/20, the Mitie Way project has been established to develop standard methodologies for all
elements of the contract lifecyle. This will help ensure a common approach to bidding, mobilisation,
contract management and demobilisation. It will also allow for a greater understanding and comparison
of the risks across all major contracts and help to enhance internal controls.

Improvements in IT systems have continued to bring the business onto consistent platforms, with the
launch of major operational and financial systems enhancement programmes, mainly in the Technical
Services division. These programmes will help ensure further the reliability 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 and control frameworks.
The Group has an externally hosted whistleblowing line, and all reports are reviewed, investigated and
action taken as appropriate. This also enhances the iden