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Notes to the consolidated financial statements

I General information
A resolution was passed at the 2007 Annual General Meeting, held on 31 May 2007, to change the company’s name from Group 4 Securicor plc
to G4S plc. G4S plc is a company incorporated in the United Kingdom under the Companies Act 1985. The consolidated financial statements
incorporate the financial statements of the company and entities (its subsidiaries) controlled by the company (collectively comprising the group)
and the group’s interest in associates and jointly controlled entities made up to 31 December each year. The nature of the group's operations and
its principal activities are set out in note 6 and in the Operating and Financial Review on pages 6 to 27. The group operates throughout the world
and in a wide range of functional currencies, the most significant being the euro, the US dollar and sterling. The group’s financial statements are
presented in sterling, as the group’s primary listing is in the UK. Foreign operations are included in accordance with the policies set out in note 3.
The address of the registered office is given on page | 13.

2 Statement of compliance
The consolidated financial statements of the group have been prepared in accordance with International Financial Reporting Standards adopted for
use in the European Union (adopted IFRSs). The company has elected to prepare its parent company financial statements in accordance with UK
Generally Accepted Accounting Practice (UK GAAP). These are presented on pages 97 to 105.

3 Significant accounting policies

(a) Basis of preparation
The consolidated financial statements of the group have been prepared under the going concern basis and using the historical cost basis,
except for the revaluation of certain non-current assets and financial instruments. The principal accounting policies adopted are set out below.
Judgements made by the directors in the application of these accounting polices which have a significant effect on the financial statements, and
estimates with a significant risk of material adjustment, are discussed in note 4.

The comparative income statement for the year ended 31 December 2006 has been re-presented for operations qualifying as discontinued
during the current year. Revenue from continuing operations has been reduced by £316.8m and PBT has been reduced by £0.5m compared
to the figures published previously. Further details of discontinued operations are presented within note 7. In addition, the comparative balance
sheet as at 31 December 2006 has been restated to reflect the completion during 2007 of the initial accounting in respect of acquisitions
made during 2006. Adjustments made to the provisional calculation of the fair values of assets and liabilities acquired amount to £4.7m, with an

equivalent increase in the reported value of goodwill. The impact of these adjustments on the net assets acquired is presented in note 17.
(b) Basis of consolidation

Subsidiaries
Subsidiaries are entities controlled by the group. Control is achieved where the group has the power to govern the financial and operating
policies of an investee entity so as to obtain benefits from its activities, determined either by the group’s ownership percentage, or by the

terms of any shareholder agreement.

On acquisition, the assets and liabilities and contingent liabilities of the acquired business are measured at their fair values at the date of
acquisition. Any excess of the cost of acquisition over the fair values of the identifiable net assets acquired is recognised as goodwill. Any
deficiency in the cost of acquisition below the fair values of the identifiable net assets acquired (i.e. discount on acquisition) is credited to the
income statement in the year of acquisition. The cost of acquisition includes the present value of consideration payable in respect of put
options held by minority shareholders. The interest of minority shareholders is stated at the minority’s proportion of the fair values of

the assets and liabilities recognised. Subsequently, any losses applicable to the minority interest in excess of the carrying value of the minority
interest are allocated against the interest of the parent, except to the extent that the minority has both a binding obligation and the ability to
make an additional investment to cover the losses.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated income statement from the effective date
of control or up to the effective date of disposal, as appropriate.

Joint ventures
A joint venture is a contractual arrangement whereby two or more parties undertake an economic activity that is subject to joint control,
in that strategic financial and operating decisions require the unanimous consent of the parties.

The group’s interest in joint ventures is accounted for using the proportionate consolidation method, whereby the group’s share of the results

and assets and liabilities of a jointly-controlled entity is combined line by line with similar items in the group’s consolidated financial statements.
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3 Significant accounting policies (continued)
(b) Basis of consolidation (continued)

Associates
An associate is an entity over which the group is in a position to exercise significant influence, but not control or joint control, through

participation in the financial and operating policy decisions of the investee.

The results and assets and liabilities of associates are incorporated in the group’s consolidated financial statements using the equity method
of accounting. Investments in associates are carried in the balance sheet at cost as adjusted by post-acquisition changes in the group's share of
the net assets of the associates, less any impairment in the value of individual investments. Losses of the associates in excess of the group's

interest in those associates are not recognised.

Transactions eliminated on consolidation
All intra-group transactions, balances, income and expenses are eliminated on consolidation. Where a group company transacts with a joint
venture or associate of the group, profits and losses are eliminated to the extent of the group’s interest in the relevant joint venture or associate.

(<) Foreign currencies
The financial statements of each of the group’s businesses are prepared in the functional currency applicable to that business. Transactions
in currencies other than the functional currency are translated at the rates of exchange prevailing on the dates of the transactions. At each
balance sheet date, monetary assets and liabilities which are denominated in other currencies are retranslated at the rates prevailing on that
date. Non-monetary assets and liabilities carried at fair value which are denominated in other currencies are translated at the rates prevailing
at the date when the fair value was determined. Non-monetary items measured at historical cost denominated in other currencies are not

retranslated. Gains and losses arising on retranslation are included in the income statement for the period.

On consolidation, the assets and liabilities of the group'’s overseas operations, including goodwill and fair value adjustments arising on their
acquisition, are translated into sterling at exchange rates prevailing on the balance sheet date. Income and expenses are translated into sterling
at the average exchange rates for the period (unless this is not a reasonable approximation of the cumulative effect of the rate prevailing on
the transaction dates, in which case income and expenses are translated at the dates of the transactions). Exchange differences arising are
recognised in equity, together with exchange differences arising on monetary items that are in substance a part of the group’s net investment
in foreign operations and on borrowings and other currency instruments designated as hedges of such investments where and to the extent
that the hedges are deemed to be effective. All such translation differences are recognised in the income statement in the period in which the

operation is disposed of.

In order to hedge its translation exposure to certain foreign currencies in which more than 19% of the group’s consolidated net operating
assets are denominated, the group utilises derivative financial instruments (see note 3(d) for details of the group'’s accounting policies in respect

of such instruments).

(d) Derivative financial instruments and hedge accounting
In accordance with its treasury policy, the group only holds or issues derivative financial instruments to manage the group's exposure to
financial risk, not for trading purposes. Such financial risk includes the interest risk on the group’s variable-rate borrowings, the fair value risk on
the group’s fixed-rate borrowings, and foreign exchange risk on transactions, on the translation of the group’s results and on the translation of
the group’s net assets measured in foreign currencies, to the extent that these are not matched by foreign currency borrowings. The group
manages these risks through a range of derivative financial instruments, including interest rate swaps, fixed rate agreements, forward foreign

exchange contracts and currency swaps.

Derivative financial instruments are recognised in the balance sheet as financial assets or liabilities at fair value. The gain or loss on re-
measurement to fair value is recognised immediately in the income statement, unless they qualify for hedge accounting. Where derivatives do
qualify for hedge accounting, the treatment of any resultant gain or loss depends on the nature of the item being hedged as described below.

Fair value hedge
The change in the fair value of both the hedging instrument and the related portion of the hedged item is recognised immediately in the

income statement.

Cash flow hedge
The change in the fair value of the portion of the hedging instrument that is determined to be an effective hedge is recognised in equity and
subsequently recycled to the income statement when the hedged cash flow impacts the income statement. The ineffective portion of the fair

value of the hedging instrument is recognised immediately in the income statement.
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3 Significant accounting policies (continued)
(d) Derivative financial instruments and hedge accounting (continued)

Net investment hedge

The change in the fair value of the portion of the hedging instrument that is determined to be an effective hedge is recognised in equity and
subsequently recycled to the income statement when the hedged net investment impacts the income statement. The ineffective portion of the
fair value of the hedging instrument is recognised immediately in the income statement.

(e) Intangible assets

Goodwill

All business combinations are accounted for by the application of the purchase method. Goodwill arising on consolidation represents the
excess of the cost of acquisition over the group’s interest in the fair value of the identifiable assets and liabilities and contingent liabilities of a
subsidiary, associate or jointly-controlled entity at the date of acquisition. Goodwill arising on the acquisition of an additional interest from a
minority in a subsidiary represents the excess of the cost of the additional investment over the carrying amount of the net assets acquired at
the date of exchange. Goodwill is stated at cost, less any accumulated impairment losses, and is tested annually for impairment or more
frequently if there are indications that amounts may be impaired. In respect of associates, the carrying amount of goodwill is included within
the net investment in associates. On disposal of a subsidiary, associate or jointly controlled entity the attributable amount of goodwill is

included in the determination of the profit or loss on disposal.

Goodwill arising on acquisitions before transition to IFRS on | January 2004 has been retained at the previous UK GAAP amounts, subject to
being tested for impairment at that date. Goodwill written off to reserves under UK GAAP prior to 1998 has not been reinstated and is not

included in determining any subsequent profit or loss on disposal.

Acquisition-related intangible assets

Intangible assets on acquisitions that are either separable or arising from contractual rights are recognised at fair value at the date of
acquisition. Such acquisition-related intangible assets include trademarks, technology, customer contracts and customer relationships. The fair
value of acquisition-related intangible assets is determined by reference to market prices of similar assets, where such information is available,
or by the use of appropriate valuation techniques, including the royalty relief method and the excess earnings method.

Acquisition-related intangible assets are amortised by equal annual instalments over their expected economic life. The directors review

acquisition-related intangible assets on an ongoing basis and, where appropriate, provide for any impairment in value.

The estimated useful lives are as follows:

Trademarks up to a maximum of five years
Customer contracts and customer relationships up to a maximum of ten years
Technology up to a maximum of five years

Other intangible assets — development expenditure

Development expenditure represents expenditure incurred in establishing new services and products of the group. Such expenditure is
recognised as an intangible asset only if the following can be demonstrated: the expenditure creates an identifiable asset, its cost can be
measured reliably, it is probable that it will generate future economic benefits, it is technically and commercially feasible and the group has
sufficient resources to complete development. In all other instances, the cost of such expenditure is taken directly to the income statement.

Capitalised development expenditure is amortised over the period during which the expenditure is expected to be revenue-producing, up to a
maximum of ten years. The directors review the capitalised development expenditure on an ongoing basis and, where appropriate, provide for

any impairment in value.
Research expenditure is written off in the year in which it is incurred.

Other intangible assets — software

Computer software is capitalised as an intangible asset if such expenditure (both internally generated and externally purchased) creates an
identifiable asset, if its cost can be measured reliably and if it is probable that it will generate future economic benefits. Capitalised computer
software is stated at cost, net of depreciation and any provision for impairment. Amortisation is charged on software so as to write off the
cost of the assets to their estimated residual values by equal annual instalments over their expected useful economic lives up to a maximum

of five years.



55

3 Significant accounting policies (continued)

(f) Property, plant and equipment
Property, plant and equipment is stated at cost, net of accumulated depreciation and any provision for impairment. Depreciation is provided on
all property, plant and equipment other than freehold land. Depreciation is calculated so as to write off the cost of the assets to their
estimated residual values by equal annual instalments over their expected useful economic lives as follows:

Freehold and long leasehold buildings up to 2%
Short leasehold buildings (under 50 years) over the life of the lease
Equipment and motor vehicles 109 — 33.3%

Assets held under finance leases are depreciated over their expected useful economic lives on the same basis as owned assets or, where
shorter, over the term of the relevant lease.

Where significant, the residual values and the useful economic lives of property, plant and equipment are re-assessed annually. The directors
review the carrying value of property, plant and equipment on an ongoing basis and, where appropriate, provide for any impairment in value.

(g) Financial instruments
Financial assets and financial liabilities are recognised when the group becomes a party to the contractual provisions of the instruments.

Trade receivables
Trade receivables do not carry interest and are stated initially at their fair value. The carrying amount of trade receivables is reduced through
the use of an allowance account. The group provides for bad debts based upon an analysis of those that are past due in accordance with local

conditions and past default experience.

PFI assets

Under the terms of a Private Finance Initiative (PFl) or similar project, where the risks and rewards of ownership of an asset remain largely
with the purchaser of the associated services, the group’s interest in the asset is classified as a financial asset and included at its discounted
value within trade and other receivables.

Current asset investments

Current asset investments comprise investments in securities, which are classified as held-for-trading. They are initially recognised at cost,
including transaction costs, and subsequently measured at fair value. Gains and losses arising from changes in fair value are recognised in the
income statement.

Cash and cash equivalents
Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on demand and form an integral part
of the group’s cash management are included as a component of cash and cash equivalents for the purpose of the cash flow statement.

Interest-bearing borrowings
Interest-bearing bank overdrafts, loans and loan notes are recognised at the value of proceeds received, net of direct issue costs. Finance
charges, including premiums payable on settlement or redemption and direct issue costs, are recognised in the income statement on an accrual

basis using the effective interest method.

Trade payables
Trade payables are not interest-bearing and are stated initially at fair value.

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

(h) Inventories
Inventories are valued at the lower of cost and net realisable value. Cost represents expenditure incurred in the ordinary course of business
in bringing inventories to their present condition and location and includes appropriate overheads. Cost is calculated using either the weighted
average or the first-in-first-out method. Net realisable value is based on estimated selling price, less further costs expected to be incurred to
completion and disposal. Provision is made for obsolete, slow-moving or defective items where appropriate.
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Notes to the consolidated financial statements (continued)

3 Significant accounting policies (continued)
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Impairment
The carrying value of the group's assets, apart from inventories and deferred tax assets, is reviewed on an ongoing basis for any indication
of impairment, and if any such indication exists, the assets’ recoverable amount is estimated. An impairment loss is recognised in the income

statement whenever the carrying value of an asset or its cash-generating unit exceeds its recoverable amount.

The recoverable amount of an asset is the greater of its net selling price and its value in use, where value in use is assessed as the estimated
future cash flows deriving from the asset discounted to their present value using a pre-tax discount rate which reflects current market
assessments of the time value of money and the risks specific to the asset. For an asset that does not generate largely independent cash flows,

the recoverable amount is determined for the cash-generating unit to which the asset attaches.

The recoverable amount of goodwill is tested annually through assessing the carrying values of the cash generating units to which the goodwill
attaches. An impairment loss recognised in respect of a cash-generating unit is allocated first so as to reduce the carrying value of any goodwill
allocated to the cash-generating unit, and then to reduce the carrying value of the other assets in the unit on a pro-rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of any other asset, an impairment loss is reversed if there has been a
change in the estimates used to determine its recoverable amount. The amount of the reversal is limited such that the asset's carrying amount
does not exceed that which would have been determined (after depreciation and amortisation) if no impairment loss had been recognised.

Repurchase of share capital
When share capital recognised as equity is repurchased, the amount of the consideration paid, including directly attributable costs net of any
tax effects, is recognised as a deduction from equity. Where repurchased shares are held by an employee benefit trust, they are classified as

treasury shares and presented as a deduction from equity.

(k) Employee benefits

Retirement benefit costs
Payments to defined contribution schemes are charged as an expense as they fall due. Payments made to state-managed retirement benefit
schemes are dealt with as payments to defined contribution schemes where the group’s obligations under the schemes are equivalent to those

arising in a defined contribution retirement benefits scheme.

For defined benefit schemes, the cost of providing benefits is determined using the projected unit credit method, with actuarial valuations being
carried out at each balance sheet date. The discount rate used is the yield at the balance sheet date on AA credit rated corporate bonds that
have maturity dates approximating to the terms of the group’s obligations. The expected finance income on assets and the finance cost on liabilities
are recognised in the income statement as components of finance income and finance cost respectively. Actuarial gains and losses are recognised
in full in the period in which they occur and presented outside the income statement in the statement of recognised income and expense.

Past service cost is recognised immediately to the extent that the benefits are already vested. Otherwise it is amortised on a straight-line basis

over the average period until the benefits vest.

The retirement benefit obligation recognised in the balance sheet represents the present value of the defined benefit obligation as adjusted for
unrecognised past service cost, reduced by the fair value of scheme assets. Any asset resulting from this calculation is limited to unrecognised

past service cost plus the present value of available refunds and reductions in future contributions to the scheme.

Long-term service benefits
The group’s net obligation in respect of long-term service benefits other than retirement benefits represents the present value of the future
benefit that employees have earned at the balance sheet date, less the fair value of scheme assets out of which the obligations are to be

settled directly.

Share-based payments

The group issues equity-settled share-based payments to certain employees. The fair value of share-based payments is determined at the date
of grant and expensed, with a corresponding increase in equity on a straight-line basis over the vesting period, based on the group’s estimate
of the shares that will eventually vest. The amount expensed is adjusted over the vesting period for changes in the estimate of the number of

shares that will eventually vest, save for changes resulting from any market-related performance conditions.

The fair value of share-based payments granted in the form of options is measured by the use of the Black-Scholes valuation technique,

adjusted for future dividend receipts and for any market-related performance conditions.
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() Provisions
Provisions are recognised when a present legal or constructive obligation exists for a future liability in respect of a past event and where the
amount of the obligation can be estimated reliably. ltems within provisions include claims against the group’s captive insurance businesses, costs
of meeting lease requirements on unoccupied properties and restructuring provisions for the costs of a business reorganisation where the
plans are sufficiently detailed and where the appropriate communication to those affected has been undertaken at the balance sheet date.

Where the time value of money is material, provisions are stated at the present value of the expected expenditure using an appropriate

discount rate.
(m)Revenue recognition

Revenue

Revenue represents amounts receivable for goods and services provided in the normal course of business and is measured at the fair value of
the consideration received or receivable, net of discounts, VAT and other sales related taxes. Revenue for manned security and cash services
products and for recurring services in security systems products is recognised over the period in which the service is provided. Revenue on
security systems installations is recognised either on completion in respect of product sales, or in accordance with the stage of completion

method in respect of construction contracts.

Construction contracts

Where significant, security system installations with a contract duration in excess of one month are accounted for as construction contracts.
Where the outcome of a construction contract can be estimated reliably, revenue and costs are recognised by reference to the stage of
completion of the contract activity at the balance sheet date. This is normally measured by the proportion that contract costs incurred for
work to date bear to the estimated total contract costs, except where this would not be representative of the stage of completion. Variations
in contract work, claims and incentive payments are included to the extent that it is likely that they will be agreed with the customer.

Where the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised to the extent of contract costs
incurred that are deemed likely to be recoverable. Contract costs are recognised as expenses as they are incurred. Where it is likely that total

contract costs will exceed total contract revenue, the expected loss is recognised immediately as an expense.

Construction contracts are recognised on the balance sheet at cost plus profit recognised to date, less provision for foreseeable losses and less

progress billings. Balances are not offset.

Government grants
Government grants in respect of items expensed in the income statement are recognised as deductions from the associated expenditure.
Government grants in respect of property, plant and equipment are treated as deferred income and released to the income statement over

the lives of the related assets.

Interest
Interest income is accrued on a time basis by reference to the principal outstanding and at the effective interest rate applicable. This is the rate
that exactly discounts estimated future cash receipts through the expected life of the financial asset to that asset's net carrying amount.

Dividends
Dividend income from investments is recognised when the shareholders’ rights to receive payment have been established.

(n) Borrowing costs

All borrowing costs are recognised in the income statement.

(o) Profit from operations
Profit from operations is stated after the share of results of associates but before finance income and finance costs. Exceptional items

of particular significance, including restructuring costs, are included within profit from operations but are disclosed separately.



Notes to the consolidated financial statements (continued)

3 Significant accounting policies (continued)

(p) Income taxes
Tax is recognised in the income statement except to the extent that it relates to items recognised in equity, in which case it is recognised
in equity. The tax expense represents the sum of current tax and deferred tax.

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

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

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and interests in joint ventures,
except where the group is able to control the reversal of the temporary difference and it is probable that the temporary difference will not
reverse in the foreseeable future.

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

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset is realised.

(q) Leasing
Leases are classified as finance leases when the terms of the lease transfer substantially all of the risks and rewards of ownership to the lessee.
All other leases are classified as operating leases.

Assets held under finance leases are recognised at the inception of the lease at their fair value or if lower; at the present value of the minimum
lease payments. The corresponding liability to the lessor is included in the balance sheet as a finance lease obligation. Amounts due from
lessees under finance leases are recorded as receivables at the amount of the group’s net investment in the leases. Lease payments made or
received are apportioned between finance charges or income and the reduction of the lease liability or asset so as to produce a constant rate
of interest on the outstanding balance of the liability or asset.

Rentals payable or receivable under operating leases are charged or credited to income on a straight-line basis over the lease term, as are
incentives to enter into operating leases.

(r) Segment reporting
A segment is a significant component of the group which is subject to risks and rewards distinguishable from those of other segments either by

the nature of the services provided (business segment) or by the economic environment in which it transacts business (geographical segment).

(s) Non-current assets held for sale and discontinued operations
Non-current assets (and disposal groups) classified as held for sale are measured at the lower of carrying amount and fair value less costs
to sell.

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered through a sale transaction
rather than through continuing use. This condition is regarded as met only when the sale is highly probable and the asset (or disposal group)
is available for immediate sale in its present condition. The group must be committed to the sale which should be expected to qualify for
recognition as a completed sale within one year from the date of classification.

A discontinued operation is a component of the group’s business that represents a separate major line of business or geographical area of
operations or is a subsidiary acquired exclusively with a view to resale, that has been disposed of, has been abandoned or that meets the
criteria to be classified as held for sale.



3 Significant accounting policies (continued)

(t) Dividends
Dividends are recognised as distributions to equity holders in the period in which they are declared. Dividends proposed but not declared are
not recognised but are disclosed in the notes to the consolidated financial statements.

(u) Adoption of new and revised accounting standards and interpretations
In the year ended 31 December 2007, the group has adopted IFRS 7 Financial Instruments: Disclosures and the related amendment to IAS |
Presentation of Financial Statements, both of which were effective from | January 2007. The effect of the adoption of IFRS 7 and the
amendment to IAS | has been to expand the disclosures provided in these financial statements regarding the group’s financial instruments and

management of capital.

Four interpretations issued by the International Financial Reporting Interpretations Committee (IFRIC) were effective for the current year.
These were:

> |FRIC 7 Applying the Restatement Approach under IAS 29, Financial Reporting in Hyperinflationary Economies;

> |FRIC 8 Scope of IFRS 2;

> |FRIC 9 Reassessment of Embedded Derivatives; and

> |FRIC 10 Interim Financial Reporting and Impairment.

The adoption of these interpretations has not resulted in changes to the group’s accounting policies and has not had a material impact on
amounts reported for the current or prior years.

At the year end, the following were in issue, endorsed but not yet effective:

> |FRS 8 Operating Segments which was issued in November 2006 and will apply to the group from | January 2009. This standard supersedes
IAS 14 Segment Reporting and will require the group to adopt the “management approach” to reporting on the financial performance of its

operating segments; and

> |FRIC I'l IFRS 2 — Group and Treasury Share Transactions which was issued in November 2006 and is effective for annual periods beginning on
or after | March 2007. This interpretation requires a share-based payment arrangement in which the group receives goods or services as
consideration for its own equity-instruments to be accounted for as an equity-settled share-based payment transaction.

At the year end, the following were in issue, but were not yet endorsed or effective:

\

IAS | (Revised) Presentation of Financial Statements;

\

IAS 23 (Revised) Borrowing Costs;

\%

IFRIC 12 Service Concession Arrangements;

\

IFRIC 13 Customer Loyalty Programmes; and

\

IFRIC 14 IAS 19 —The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction.

IFRIC 14, if endorsed, may impact on the group’s valuation of defined retirement benefit obligations. The directors anticipate that the adoption

of the other standards and interpretations in future periods will have no material financial impact on the financial statements of the group.

4 Accounting estimates

The preparation of financial statements in conformity with IFRS requires management to make judgements, estimates and assumptions that affect
the application of the group'’s accounting policies, which are described in note 3, with respect to the carrying amounts of assets and liabilities at the
date of the financial statements, the disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts
of income and expenses during the reporting period. These judgements, estimates and associated assumptions are based on historical experience
and various other factors that are believed to be reasonable under the circumstances, including current and expected economic conditions, and in
some cases, actuarial techniques. Although these judgements, estimates and associated assumptions are based on management's best knowledge of
current events and circumstances, the actual results may differ.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period in which
the estimate is revised and in any future periods affected.
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Notes to the consolidated financial statements (continued)

4 Accounting estimates (continued)

The judgements, estimates and assumptions which are of most significance to the group are detailed below:

Valuation of acquired businesses

The initial accounting for an acquisition involves identifying and determining the fair values to be assigned to identifiable assets, liabilities and
contingent liabilities as well as the acquisition cost. In some instances, this initial accounting can only be determined provisionally by the end of the
period in which the acquisition is effected because the fair values and/or the cost is not known with full certainty. In such an event, the initial
accounting can be completed using provisional values with any adjustments to those provisional values being completed within 12 months of the
acquisition date. Additionally, in determining the fair value of acquisition-related intangible assets, in the absence of market prices for similar assets,
valuation techniques are applied. These techniques use a variety of estimates including projected future results and expected future cash flows
discounted using the weighted average cost of capital. Full details of the fair values of assets and liabilities of acquired businesses are presented in

note 7.

Assessment of the recoverable amounts in respect of assets tested for impairment

The group tests tangible and intangible assets, including goodwill, for impairment on an annual basis or more frequently if there are indications that
amounts may be impaired. The impairment analysis for such assets is principally based upon discounted estimated future cash flows from the use
and eventual disposal of the assets. Such an analysis includes an estimation of the future anticipated results and cash flows, annual growth rates and
the appropriate discount rates. The full methodology and results of the group’s impairment testing is presented in note 9.

Valuation of retirement benefit obligations

The valuation of defined retirement benefit schemes is arrived at using the advice of qualified independent actuaries who use the projected unit
credit method for determining the group’s obligations. This methodology requires the use of a variety of assumptions and estimates, including the
appropriate discount rate, the expected return on scheme assets, mortality assumptions, future service and earnings increases of employees and
inflation. Full details of the group’s retirement benefit obligations, including an analysis of the sensitivity of the calculations to the key assumptions
are presented in note 34.

5 Revenue

An analysis of the group’s revenue is as follows:

2007 2006
Notes £m £m
Continuing operations
Sale of goods 105.3 93.7
Rendering of services 4,288.7 3,886.9
Revenue from construction contracts 96.4 56.2
Revenue from continuing operations as presented in the consolidated income statement 6 4,490.4 4,036.8
Discontinued operations
Sale of goods 9.3 7.1
Rendering of services 259.2 3736
Revenue from construction contracts 16.4 125
Revenue from discontinued operations 67 284.9 393.2
Other operating income
Interest income 15.1 12.3
Net gain in fair value of loan note derivative financial instruments and hedged items 0.2 -
Expected return on defined retirement benefit scheme assets 773 67.2

Total other operating income 92.6 79.5




6 Business and geographical segments
The group operates in two core product areas: security services and cash services. The group operates on a worldwide basis and derives a
substantial proportion of its revenue and PBIT from each of the following geographical regions: Europe (comprising the United Kingdom and
Ireland, and Continental Europe), North America, and New Markets (comprising the Middle East and Gulf States, Latin America and the Caribbean,
Africa, and Asia Pacific).

The current management structure of the group is a combination of product area and geography, within which the larger businesses generally

report by product area. The group’s primary segmentation is therefore by business segment and its secondary segmentation is by geography.
Segment information is presented below:

Segment revenue

Revenue by business segment Continuing  Discontinued Continuing Discontinued
operations operations Total operations operations Total
2007 2007 2007 2006 2006 2006
£m £m £m £m £m £m

Security Services

UK and Ireland 593.0 - 593.0 539.7 - 539.7
Continental Europe 1,078.3 258.6 1,336.9 9854 270.5 [,2559
Europe 1,671.3 258.6 1,929.9 1,525.1 270.5 1,795.6
North America 1,043.8 - 1,043.8 [,049.9 13.2 [,063.1
Middle East and Gulf States 177.9 - 177.9 1255 - 1255
Latin America and the Caribbean 158.0 1.7 159.7 1177 6.8 124.5
Africa 183.9 - 183.9 152.6 - 152.6
Asia Pacific 268.9 33 272.2 230.0 6.0 236.0
New Markets 788.7 5.0 793.7 625.8 12.8 638.6
Total Security Services 3,503.8 263.6 3,767.4 3,200.8 296.5 34973
Cash Services
Europe 706.3 17.2 723.5 628.8 92.6 7214
North America 78.0 - 78.0 85.3 - 85.3
New Markets 202.3 4.1 206.4 1219 4.1 126.0
Total Cash Services 986.6 21.3 1,007.9 836.0 96.7 932.7
Total revenue 4,490.4 284.9 4775.3 4036.8 393.2 4430.0
Revenue by geographical market Total Total
2007 2006
£m £m
UK and Ireland 1,007.5 9289
Continental Europe 1,645.9 1,588.1
Europe 2,653.4 25170
North America 1,121.8 [,148.4
Middle East and Gulf States 202.5 147.1
Latin America and the Caribbean 203.3 162.9
Africa 257.2 168.1
Asia Pacific 337.1 286.5
New Markets 1,000.1 764.6
Total revenue 4775.3 4430.0
Revenue from internal and external customers Total gross Inter- Total gross Inter-
by business segment segment segment External segment segment External
revenue revenue revenue revenue revenue revenue
2007 2007 2007 2006 2006 2006
£m £m £m £m £m £m
Security Services 3,773.7 (6.3) 3,767.4 3501.1 (3.8) 34973
Cash Services 1,008.5 (0.6) 1,007.9 9335 (0.8) 932.7
Total revenue 4,782.2 (6.9) 4,775.3 4,434.6 (4.6) 4,430.0

Inter-segment sales are charged at prevailing market prices.
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6 Business and geographical segments (continued)

Segment result

PBITA by business segment Continuing  Discontinued Continuing Discontinued
operations operations Total operations operations Total
2007 2007 2007 2006 2006 2006
£m £m £m £m £m £m

Security Services

UK and Ireland 48.4 - 48.4 44.1 - 44.1
Continental Europe 61.5 (4.3) 57.2 56.5 (0.8) 557
Europe 109.9 (4.3) 105.6 100.6 (0.8) 99.8
North America 61.5 = 61.5 627 0.7 634
Middle East and Gulf States 14.2 — 14.2 10.9 - 10.9
Latin America and the Caribbean 10.3 (0.5) 9.8 6.3 02 6.5
Africa 16.0 = 16.0 12.5 - 2.5
Asia Pacific 22.9 (1.4 21.5 18.5 - 18.5
New Markets 63.4 (1.9) 61.5 482 02 484
Total Security Services 234.8 (6.2) 228.6 2115 0.1 2116
Cash Services
Europe 774 (2.2) 75.2 67.8 (14.7) 53.1
North America 0.6 - 0.6 1.8 - 1.8
New Markets 29.7 (0.6) 29.1 174 - 174
Total Cash Services 107.7 (2.8) 104.9 87.0 (147) 723
Total PBITA before head office costs 3425 (9.0 3335 2985 (14.6) 2839
Head office costs (30.4) - (30.4) (24.1) - (24.1)
Total PBITA 312.1 (9.0) 303.1 2744 (14.6) 259.8
PBITA by geographical market
Europe 187.3 (6.5) 180.8 168.4 (15.5) 1529
North America 62.1 - 62.1 64.5 0.7 65.2
New Markets 93.1 (2.5) 90.6 65.6 02 65.8
Total PBITA before head office costs 3425 (9.0) 3335 2985 (14.6) 2839
Head office costs (30.4) — (30.4) 4.1) - (24.1)
Total PBITA 312.1 (9.0) 303.1 2744 (14.6) 259.8
Result by business segment Continuing  Discontinued Continuing Discontinued
operations operations Total operations operations Total
2007 2007 2007 2006 2006 2006
£m £m £m £m £m £m
Total PBITA 312.1 (9.0 303.1 2744 (14.6) 259.8
Amortisation of acquisition-related intangible assets (41.6) = (41.6) (36.0) - (36.0)
Total PBIT 270.5 (9.0 261.5 2384 (14.6) 2238
Security Services 2154 (6.2) 209.2 1954 0.1 1955
Cash Services 85.5 (2.8) 82.7 67.1 (147) 524
Head office costs (30.4) - (30.4) (24.1) - (24.1)
Total PBIT 270.5 (9.0 261.5 2384 (14.6) 2238

Continuing PBIT as stated above is equal to PBIT as disclosed in the income statement. Discontinued PBIT as stated above is analysed in note 7.



6 Business and geographical segments (continued)

Segment assets and liabilities

The following information is analysed by business segment and by the geographical area in which the assets are located:
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Total assets 2007 2006
£m £m
By business segment
Security Services 2,135.3 |,805.7
Cash Services 954.8 843.0
Head office 103.5 81.4
Inter-segment trading balances (64.1) (51.8)
Total segment operating assets 3,129.5 2,678.3
By geographical segment
UK and Ireland 938.1 869.5
Continental Europe 923.9 7736
Europe 1,862.0 [,643.1
North America 615.5 586.7
Middle East and Gulf States 102.5 62.5
Latin America and the Caribbean 104.7 824
Africa 190.3 76.6
Asia Pacific 206.8 1783
New Markets 604.3 399.8
Head office 103.4 81.4
Inter-segment trading balances (55.7) (32.7)
Total segment operating assets 3,129.5 2,678.3
Non-operating assets 546.3 496.9
Total assets 3,675.8 3,1752
Total liabilities 2007 2006
£m £m
By business segment
Security Services (719.5) (602.5)
Cash Services (233.6) (195.1)
Head office (119.2) (45.4)
Inter-segment trading balances 64.1 51.8
Total segment operating liabilities (1,008.2) (791.2)
Non-operating liabilities (1,544.6) (1,412.5)
Total liabilities (2,552.8) (2203.7)

Non-operating assets and liabilities comprise financial assets and liabilities, taxation assets and liabilities and retirement benefit obligations.

Included within operating and non-operating assets are £123.3m (2006: £nil) and £7.6m (2006: £nil) respectively relating to assets classified as held

for sale. Included within operating and non-operating liabilities are £66.3m (2006: £nil) and £12.0m (2006: £nil) respectively relating to liabilities

associated with assets classified as held for sale. Disposal groups are analysed in note 27.

Other information by geographical location

By business segment Impairment Impairment

losses Depreciation losses Depreciation
recognised and Capital recognised and Capital
in income amortisation additions in income amortisation additions
2007 2007 2007 2006 2006 2006
£m £m £m £m £m £m
Security Services = 725 201.3 25 582 139.7
Cash Services - 68.1 192.1 - 67.7 739
Head office - 0.6 2.9 - 03 0.6
Total - 141.2 396.3 25 1262 214.2
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6 Business and geographical segments (continued)

Other information by geographical location (continued)

By geographical segment Capital Capital
additions additions

2007 2006

£m £m

UK and Ireland 83.3 46.2
Continental Europe 124.7 64.5
Europe 208.0 1107
North America 13.2 152
Middle East and Gulf States 274 31.0
Latin America and the Caribbean 13.6 203
Africa 106.1 17.0
Asia Pacific 25.1 19.4
New Markets 172.2 87.7
Head office 29 0.6
Total 396.3 214.2

7 Discontinued operations
Operations qualifying as discontinued in the current year primarily comprise: G4S Cash Services (France) SAS, disposed of on 2 July 2007; the
security services businesses in France, which principally include Group 4 Securicor SAS; and the security services businesses in Germany, which
principally include G4S Sicherheitsdienste GmbH and G4S Sicherheitssysteme GmbH, Berlin. The disposal of the security services businesses in both
France and Germany is still in progress.

Additionally, operations qualifying as discontinued in the prior year primarily comprise the German cash services business of G4S Geld-und
Wertdienste GmbH, where terms were agreed for divestment on 22 December 2006, and the business and assets of Cognisa Transportation, Inc,

disposed of on 28 December 2006.

The results of the discontinued operations which have been included in the consolidated income statement are presented below.

2007 2006

£m £m

Revenue 284.9 3932
Expenses (293.9) (407.8)
Operating loss before interest and taxation (PBIT) (9.0) (14.6)
Net finance costs (3.3) (3.0)
Attributable tax credit/(expense) 0.3 (14)
Total operating loss for the year (12.0) (19.0)
Profit/(loss) on disposal of discontinued operations (note |8) 9.1 (19.2)
Adjustment in respect of disposals in the prior year 2.9 52
Net loss attributable to discontinued operations - (33.0)

The 2007 adjustment in respect of disposals in the prior year comprises £0.4m relating to the disposal of the German cash services business of
G4S Geld-und Wertdienste GmbH, and £2.5m relating to the finalisation of the disposal of Cognisa Transportation, Inc.

The 2006 adjustment in respect of disposals in the prior year comprises £3.2m relating to the finalisation of the disposal of Cognisa Security and
£2.0m relating to the finalisation of the disposal of Falck Security Nederland.

The effect of discontinued operations on segment results is disclosed in note 6.



7 Discontinued operations (continued)

Cash flows from discontinued operations included in the consolidated cash flow statement are as follows:

2007 2006
£m £m
Net cash flows from operating activities 12.5 (10.8)
Net cash flows from investing activities (1.4) 64
Net cash flows from financing activities 2.7 3B.7)
13.8 8.1
Profit from operations before interest and taxation (PBIT)
The income statement can be analysed as follows:
Continuing operations 2007 2006
£m £m
Revenue 4,490.4 4,036.8
Cost of sales (3,485.4) (3,158.0)
Gross profit 1,005.0 878.8
Administration expenses (737.5) (643.2)
Share of profit from associates 3.0 2.8
PBIT 270.5 2384
Included within administration expenses is £41.6m (2006: £36.0m) of amortisation of acquisition-related intangible assets.
Revenue and expenses relating to discontinued operations are disclosed in note 7.
Profit from operations
Profit from continuing and discontinued operations has been arrived at after charging/(crediting):
2007 2006
£m £m
Cost of sales
Cost of inventories recognised as an expense 924 68.0
Write-down of inventories to net realisable value 0.6 0.5
Reversal of inventories previously written down to net realisable value because subsequently sold — ©.2)
Administration expenses
Amortisation of acquisition-related intangible assets 4]1.6 36.0
Amortisation of other intangible assets 85 74
Depreciation of property, plant and equipment 91.1 82.8
Impairment of property, plant and equipment and intangible assets other than acquisition-related = 2.5
Profit on disposal of property, plant and equipment and intangible assets other than acquisition-related (14.4) (1.6)
Impairment of trade receivables 54 4.6
Litigation settlements 0.7 0.1
Research and development expenditure 2.1 |4
Operating lease rentals payable 96.7 85.0
Operating sub-lease rentals receivable (3.0 (1.9)
Cost of equity-settled transactions A 50
Government grants received as a contribution towards wage costs (2.2) (2.3)
Net foreign translation adjustments (0.2) 1.0
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10 Auditors’ remuneration

2007 2006

£m £m

Fees payable to the company's auditor for the audit of the company’s annual report and accounts 1.0 I.0
Fees payable to the company's auditor and its associates for other services:

The audit of the company’s subsidiaries pursuant to legislation 2.6 2.2

Other services pursuant to legislation 0.2 0.1

Taxation services 0.3 03

Corporate finance services 0.4 0.2

Fees payable to other auditors for the audit of the company’s subsidiaries pursuant to legislation 0.5 0.6

The Corporate Governance Statement on pages 34 to 36 outlines the company'’s established policy for ensuring that audit independence is not

compromised through the provision by the company's auditor of other services.

Il Staff costs and employees

The average monthly number of employees, in continuing and discontinued operations, including executive directors was:

2007 2006
Number Number
By business segment
Security Services 466,035 403,079
Cash Services 41,255 36,866
Not allocated, including shared administration and head office 190 183
Total average number of employees 507,480 440,128
By geographical segment
Europe 115,951 114216
North America 53,414 51919
New Markets 337,925 273,810
Not allocated, including shared administration and head office 190 183
Total average number of employees 507,480 440,128
Their aggregate remuneration, in continuing and discontinued operations, comprised:
2007 2006
£m £m
Wages and salaries 2,772.2 2,654.3
Social security costs 410.2 3878
Employee benefits 753 66.2
Total staff costs 3,257.7 3,108.3

Information on directors’ remuneration, share options, long-term incentive plans, and pension contributions and entitlements is set out in the

Directors’ Remuneration Report on pages 37 to 44.
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Finance income

2007 2006
£m £m
Interest income on cash, cash equivalents and investments 12.4 9.9
Other interest income 2.7 24
Expected return on defined retirement benefit scheme assets 773 672
Gain arising from change in fair value of derivative financial instruments hedging loan notes 14.3 -
Loss arising from fair value adjustment to the hedged loan note items (14.1) -
Total finance income 92.6 79.5
Finance costs
2007 2006
£m £m
Interest on bank overdrafts and loans 53.0 49.6
Interest on loan notes 13.5 -
Interest on obligations under finance leases 33 24
Other interest charges 4.2 0.2
Total group borrowing costs 74.0 522
Finance costs on defined retirement benefit obligations 723 66.2
Total finance costs 146.3 1184

Included within interest on bank overdrafts and loans is a credit of £2.Im (2006: £2.5m) relating to cash flow hedges that were transferred from

equity during the year.

Taxation
Continuing Discontinued Continuing Discontinued
operations operations Total operations operations Total
2007 2007 2007 2006 2006 2006
£m £m £m £m £m £m
Current taxation
UK corporation tax 2.6 - 2.6 10.1 - 10.1
Overseas tax 64.5 (0.3) 64.2 49.7 |4 501
Adjustments in respect of prior years:
UK corporation tax 7.1) = 7.1) 0.7 - 0.7
Overseas tax — — — (3.5) - (3.5)
Total current taxation expense/(credit) 60.0 (0.3) 59.7 570 |4 584
Deferred taxation (see note 36)
Current year (7.4) - (7.4) - - -
Adjustments in respect of prior years 3.6 - 3.6 04) - 04)
Total deferred taxation credit (3.8) = (3.8) 04) - 04)
Total income tax expense/(credit) for the year 56.2 (0.3) 55.9 56.6 |4 580

UK corporation tax is calculated at 30.0% (2006: 30.0%) of the estimated assessable profits for the period. The total income tax expense for the
year includes a £1.7m credit resulting from the deferred tax movement arising from the reduction in the UK corporation tax rate from 30.0% to

28.0%. Taxation for other jurisdictions is calculated at the corporation tax rates prevailing in the relevant jurisdictions.
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14

Taxation (continued)
The tax charge for the year can be reconciled to the profit per the income statement as follows:

2007 2006
£m £m
Profit/(loss) before taxation
Continuing operations 216.8 199.5
Discontinued operations (0.3) (31.6)
Total profit before taxation 216.5 1679
Tax at UK corporation tax rate of 30.0% (2006: 30.0%) 65.0 50.4
Expenses that are not deductible in determining taxable profit 2.2 5.1
Tax losses not recognised in the current year 1.5 13.7
Different tax rates of subsidiaries operating in non-UK jurisdictions 9.3) (8.0)
Adjustments for previous years (3.5) 32)
Total income tax charge 55.9 580
Effective tax rate 25.8% 34.5%
In addition to the income tax expense charged to the income statement, a tax charge of £14.0m (2006: £1.4m) has been recognised in equity.
Dividends
Pence DKK 2007 2006
per share per share £m £m
Amounts recognised as distributions to equity holders of the parent in the year
Final dividend for the year ended 3| December 2005 2.24 0.2435 = 283
Interim dividend for the six months ended 30 June 2006 1.69 0.1863 - 21.5
Final dividend for the year ended 31 December 2006 2.52 02766 32.0 -
Interim dividend for the six months ended 30 June 2007 211 0.2319 27.3 -
59.3 49.8
Proposed final dividend for the year ended 31 December 2007 2.85p 0.2786 36.3

The proposed final dividend is subject to approval by shareholders at the Annual General Meeting. If so approved, it will be paid on 6 June 2008

to shareholders who are on the register on 2 May 2008. The exchange rate used to translate it into Danish kroner is that at 10 March 2008.

Earnings/(loss) per share attributable to equity shareholders of the parent

2007 2006
£m £m

From continuing and discontinued operations
Earnings
Profit for the year attributable to equity holders of the parent 147.2 96.5
Effect of dilutive potential ordinary shares (net of tax) 0.2 0.3
Profit for the purposes of diluted earnings per share 147.4 96.8
Number of shares (m)
Weighted average number of ordinary shares 1,275.2 1,268.3
Effect of dilutive potential ordinary shares 1.5 54
Weighted average number of ordinary shares for the purposes of diluted earnings/(loss) per share 1,276.7 1,273.7
Earnings per share from continuing and discontinued operations (pence)
Basic I'1.5p 7.6p
Diluted I'1.5p 7.6p
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Earnings/(loss) per share attributable to equity shareholders of the parent (continued)

2007 2006
£m £m

From continuing operations
Earnings
Profit for the year attributable to equity holders of the parent 147.2 96.5
Adjustment to exclude loss for the year from discontinued operations (net of tax) (note 7) = 33.0
Profit from continuing operations 147.2 129.5
Effect of dilutive potential ordinary shares (net of tax) 0.2 0.3
Profit from continuing operations for the purpose of diluted earnings per share 147.4 129.8
Earnings per share from continuing operations (pence)
Basic I1.5p 10.2p
Diluted I1.5p 10.2p
From discontinued operations
Loss per share from discontinued operations (pence)
Basic = 2.6)p
Diluted — (2.6)p
From adjusted earnings
Earnings
Profit from continuing operations 147.2 129.5
Adjustment to exclude net retirement benefit finance income (net of tax) (3-6) ©.7)
Adjustment to exclude amortisation of acquisition-related intangible assets (net of tax) 26.7 252
Adjusted profit for the year attributable to equity holders of the parent 170.3 154.0
Weighted average number of ordinary shares (m) 1,275.2 1,268.3
Adjusted earnings per share (pence) 13.4p 12.1p

In the opinion of the directors the earnings per share figure of most use to shareholders is that which is adjusted. This figure better allows the
assessment of operational performance, the analysis of trends over time, the comparison of different businesses and the projection of future earnings.

The denominators used in all earnings/(loss) per share calculations are those disclosed in respect of continuing and discontinued operations.

Acquisitions

Current year acquisitions

The group undertook a number of acquisitions in the year, none of which were individually material. Principal acquisitions in subsidiary undertakings
include the purchase of controlling interests in: Fidelity Cash Management Services (Pty) Ltd, in South Africa; al Majal Service Master LLC, a facilities
management business in Saudi Arabia; and in RIG — PR Ltd, a specialist police recruitment agency in the United Kingdom. In addition, the group
increased its interests in Israel and Mozambique, and recognised put options that increased the group's interest in the Baltic states. A summary of

the provisional fair value of net assets acquired by geographical location is presented below:

North New Total

Europe America Markets group

£m £m £m £m

Provisional fair value of net assets acquired of subsidiary undertakings 7.8 0.3 9.4 17.5
Acquisition of minority interests 19.2 0.3 |.4 20.9
Total provisional fair value of net assets acquired 27.0 0.6 10.8 384
Goodwill 925 1.6 85.1 179.2

Total purchase consideration [19.5 22 95.9 217.6
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Current year acquisitions (continued)
The following table sets out the book values of the identifiable assets and liabilities acquired and their provisional fair value to the group in respect
of all acquisitions made in the year:

Fair value
Book value adjustments Fair value
£m £m £m
Acquisition-related intangible assets - 341 34.1
Other intangible assets 1.0 (0.7) 0.3
Property, plant and equipment 24.5 (1.9) 22.6
Inventories 40 (04) 3.6
Trade and other receivables 50.2 (3.6) 46.6
Deferred tax assets 0.1 - 0.1
Cash and cash equivalents 1.6 - 1.6
Trade and other payables (46.7) 24) (49.1)
Current tax liabilities (1.6) (1.1) 2.7)
Provisions (7.7) 3.1 (10.8)
Borrowings (22.9) - (22.9)
Deferred tax liabilities - (9.7) (9.7)
Minority interests (107) 4.5 (6.2)
Net assets acquired of subsidiary undertakings 1.8 157 17.5
Acquisition of minority interests 17.8 3.1 20.9
Goodwil 179.2
Total purchase consideration 217.6
Satisfied by:
Cash 147.7
Transaction costs 3.9
Contingent consideration 66.0
Total purchase consideration 217.6

Adjustments made to identifiable assets and liabilities on acquisition are to reflect their fair value. These include the recognition of customer-related
intangible assets amounting to £34.1m attributable to the acquisition of subsidiary undertakings and £3.Im attributable to the acquisition of
minority interests. The fair values of net assets acquired are provisional and represent estimates following a preliminary valuation exercise. These
estimates may be adjusted to reflect any development in the issues to which they relate. Final fair value adjustments will, if required, be reflected in

the comparative to the 2008 consolidated financial statements.

The goodwill arising on acquisitions can be ascribed to the existence of a skilled, active workforce and the opportunities to obtain new contracts
and develop the business. Neither of these meet the criteria for recognition as intangible assets separable from goodwill. Goodwill arising on
acquisition includes £47.5m arising on the acquisition of minority interests.

From the date of acquisition, in aggregate, the acquired businesses contributed £171.2m to revenues, £10.0m to PBITA and £(0.3)m to profit for
the part year they were under the group’s ownership. If all acquisitions had occurred on | January 2007, group revenue would have been
£4,572.2m, PBITA would have been £321.0m and profit for the year would have been £162.4m.

Prior year acquisitions

The group undertook a number of acquisitions in 2006, none of which were individually material. Principal acquisitions in subsidiary undertakings
included the purchase of controlling interests in the Chilean company, Servicios Generales, Limitada, a manned security services provider, and in
al Majal Security Services, a security services and cash services business in Saudi Arabia. In addition, the group increased its interests in United
Arab Emirates.



17 Acquisitions (continued)

Prior year acquisitions (continued)
At 31 December 2006, the fair value adjustments made against net assets acquired were provisional. The initial accounting in respect of acquisitions

made during 2006 has since been finalised. The net assets acquired and goodwill arising in respect of all acquisitions made in the year are as follows:

Fair value
Book value adjustments Fair value
£m £m £m
Acquisition-related intangible assets - 17.6 17.6
Property, plant and equipment and intangible assets other than acquisition-related 7.0 0.5) 6.5
Deferred tax assets 0.2 - 0.2
Current assets 220 @.1) 19.9
Current liabilities (10.6) (47) (15.3)
Non-current liabilities (6.6) (64) (13.0)
Minority interests (1.8) 0.6 (1.2)
Net assets acquired of subsidiary undertakings 102 4.5 14.7
Acquisition of minority interests 64 4.6 11.0
Goodwil 72.7
Total purchase consideration 98.4
Satisfied by:
Cash 96.0
Transaction costs 0.7
Contingent consideration 1.7
Total purchase consideration 98.4

Included within current assets acquired is £3.5m of cash and cash equivalents.

Adjustments made to identifiable assets and liabilities on acquisition are to reflect their fair value. These include the recognition of customer-related
intangible assets amounting to £17.6m attributable to the acquisition of subsidiary undertakings and £4.6m attributable to the acquisition of
minority interests. On completion of the fair value exercise during 2007, adjustments made to the provisional calculation amounted to £4.7m, with
an equivalent increase in the reported value of goodwill. The comparative balance sheet at 31 December 2006 has been restated accordingly.

The goodwill arising on acquisitions can be ascribed to the existence of a skilled, active workforce and the opportunities to obtain new contracts
and develop the business. Neither of these meet the criteria for recognition as intangible assets separable from goodwill. Goodwill arising on
acquisition includes £10.1m arising on the acquisition of minority interests.

In the year of acquisition, in aggregate, the acquired businesses contributed £57.1m to revenues, £7.8m to PBITA and £1.8m to profit for the part
year they were under the group’s ownership. If all acquisitions had occurred on | January 2006, group revenue would have been £4,092.2m, PBITA
would have been £279.5m and profit for the year would have been £110.0m.

Post balance sheet acquisitions
A number of acquisitions were effected after the balance sheet date, but before the financial statements were authorised for issue, none of which
were individually material. In aggregate, the acquisitions, primarily within Europe, North America and Africa, were satisfied by total consideration of

£66m. In addition, there was a cash outflow of £4Im in respect of contingent consideration accrued at 31 December 2007.

It is considered impractical to disclose any further information in relation to acquisitions effected after the balance sheet date because the

preliminary assessment of the fair value of assets and liabilities acquired is in progress.

Acquisition of the Global Solutions group (GSL)

In December 2007, the group announced the acquisition of the entire share capital of De Facto |19 Limited, the holding company of GSL, for a
total consideration of £355m payable in cash on completion. GSL is an international leader in the provision of support services for governments,
companies and public authorities. The acquisition is subject to approval from the European Commission. The acquisition is expected to complete
following the receipt of such approval in 2008.

Offer for ArmorGroup International plc

In March 2008, the group announced that it was making a recommended cash offer for the shares of ArmorGroup International plc. ArmorGroup
is a leading provider of defensive, protective security services to national governments, multinational corporations and international peace and
security agencies operating in hazardous environments.
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18 Disposal of a subsidiary

19

On 2 July 2007, the group disposed of G4S Cash Services (France) SAS.

In 2006, the group disposed of the German cash services business of G4S Geld-und Wertdienste GmbH, where terms were agreed for divestment

on 22 December 2006, and the business and assets of Cognisa Transportation, Inc, disposed of on 28 December 2006.

The net assets of operations disposed of were as follows:

2007 2006
£m £m
Goodwil = 7.7
Property, plant and equipment and intangible assets other than acquisition-related 12.9 6.9
Current assets 6.6 [
Liabilities (8.3) (14.5)
Net assets of operations disposed 1.2 1.2
Financial liabilities arising on disposal = 4.7
Profit/(loss) on disposal 9.1 (19.2)
Total consideration 20.3 6.7
Satisfied by:
Cash 20.3 6.7

In the current year; £12.4m was paid relating to the disposal of the German cash services business G4S Geld-und Wertdienste GmbH. These
amounts were fully provided for within the loss on disposal recognised in 2006.

In the prior year, a further £3.2m was received relating to the finalisation of proceeds from the sale of Cognisa Security in 2005.

The impact of the disposals, combined with other operations qualifying as discontinued, on the group’s results and cash flows in the current and
prior year is disclosed in note 7.

Intangible assets

2007 Goodwill Acquisition-related intangible assets Other intangible assets Total
Customer Development
Trademarks related Technology expenditure Software

£m £m £m £m £m £m £m
Cost
At | January 2007 1,218.0 164 274.8 109 4.8 47.1 1,572.0
Acquisition of businesses 1792 - 372 - 0.2 0.1 2167
Additions - - - - 2.3 [5.1 |74
Disposals - - - - ©.1 0.3) ©4)
Disposal of businesses - - - - - (1.3) (1.3)
Reclassified as held for sale (85.1) ©.7) - - 0.3) (32) (89.3)
Translation adjustments 46.0 0.5 59 0.2) 0.1 30 553
At 3| December 2007 [,358.1 16.2 3179 10.7 7.0 60.5 1,7704

Amortisation and accumulated
impairment losses

At | January 2007 (42.4) 79) (68.4) (5.2) 03) (294) (153.6)
Amortisation charge - (33) (36.2) .1) 0.7) (7.8) (50.1)
Disposals - - - - 0.1 0.2 03
Disposal of businesses - - - - - 1.0 1.0
Reclassified as held for sale 278 0.4 - - 0.2 2.6 310
Translation adjustments (1.1 ©.2) 2.h 0.1 ©.1 (2.0) (15.4)
At 31 December 2007 (25.7) (11.0) (106.7) (72) 0.8) (354) (186.8)

Carrying amount
At | January 2007 1,175.6 8.5 2064 57 4.5 177 1,418.4

At 31 December 2007 1,332.4 52 211.2 3.5 6.2 25.1 1,583.6




19 Intangible assets (continued)

2006 Goodwill Acquisition-related intangible assets Other intangible assets Total
Customer Development
Trademarks related Technology expenditure Software

£m £m £m £m £m £m £m
Cost
At | January 2006 1,229.0 16.9 259.7 12.3 2.8 472 1,567.9
Acquisition of businesses 72.7 - 222 - - 0.1 95.0
Additions - - - - 2.2 4.9 7.1
Disposals - - - - - ©.7) ©.7)
Disposal of businesses (7.7) - - - - (2.3) (10.0)
Translation adjustments (76.0) 0.5) 7.1 (1.4) 0.2) (2.1 (87.3)
At 3| December 2006 1,218.0 16.4 274.8 10.9 4.8 47.1 1,572.0

Amortisation and accumulated
impairment losses

At | January 2006 (52.7) (47) (39.3) (3.5) .1 (22.6) (122.9)
Amortisation charge - (3.3) (30.5) (2.2) 0.3) 7.1 (43.4)
Impairment losses for the year - - - - - (2.5) (2.5)
Disposals - - - - - 0.2 0.2
Disposal of businesses - - - - - 1.8 1.8
Translation adjustments 10.3 0.1 I.4 0.5 0.1 0.8 132
At 31 December 2006 (42.4) 79) (68.4) (5.2) 0.3) (294) (153.6)

Carrying amount
At | January 2006 [,1763 12.2 2204 8.8 2.7 24.6 1,445.0

At 31 December 2006 [,175.6 8.5 206.4 5.7 4.5 17.7 14184

Included within software is internally generated software with a gross carrying value of £4.7m (2006: £3.5m), and accumulated amortisation of
£2.2m (2006: £1.4m), giving a net book value of £2.5m (2006: £2.1m). During the year, additions amounted to £1.2m (2006: £2.4m) and the

amortisation charge associated to these assets was £0.8m (2006: £1.3m).

Customer-related intangibles comprise the contractual relationship with customers and the customer relationships which meet the criteria for
identification as intangible assets in accordance with IFRS.

Customer contracts and relationships recognised upon the acquisition of Securicor plc on 19 July 2004 are considered significant to the group. The
carrying amount at 3|1 December 2007 was £152.3m (2006: £172.6m), and the amortisation period remaining in respect of these assets is six and
a half years.

Goodwill acquired in a business combination is allocated to the cash generating units (CGUs) which are expected to benefit from that business
combination. The following CGUs have significant carrying amounts of goodwill:

2007 2006

£m £m

US security services (manned security) 246.6 2504
UK cash services 226.1 226.1
UK security services (justice services) 105.8 94.0
Netherlands security services 103.8 954
UK security services (manned security) 65.7 634
Other (all allocated) 584.4 446.3
Total goodwill 1,332.4 [,175.6

The group tests tangible and intangible assets, including goodwill, for impairment on an annual basis or more frequently if there are indications that
amounts may be impaired. The annual impairment test is performed just prior to the year end when the budgeting process is finalised. The group’s
impairment test compares the carrying value of each CGU to its recoverable amount. Under IAS 36 Impairment of Assets, an impairment is deemed

to have occurred where the recoverable amount of a CGU is less than its carrying value.
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Intangible assets (continued)

The recoverable amount of a CGU is determined by its value in use which is derived from discounted cash flow calculations. These calculations
include forecast cash flows for a period of five years. The five year cash flow forecasts are based on the budget for the following year (year one)
and the business plans for years two and three, the results of which are reviewed by the board, and projections for years four and five, all of which
reflect past experience as well as future expected market trends. Cash flows beyond the five year forecast period are projected into perpetuity

at the lower of the planned growth rate in year three and the forecast underlying economic growth rate for the economies in which the CGU
operates. Where the planned growth rate in year three exceeds the forecast underlying economic growth rate, the excess is progressively reduced
in the projections for years four and five. Growth rates across the group’s CGUs range from 0% to 18%. Future cash flows are discounted at a
pre-tax, weighted average cost of capital which for the group is | 1.3% (2006: 10.8%).This rate is adjusted where appropriate to reflect the different
financial risks in each country in which the CGUs operate.

In applying the group’s model, no impairment has been identified and recognised in any of the group’s CGUs for the year ended 31 December
2007 or for the year ended 3| December 2006.

The key assumptions used in the discounted cash flow calculations relate to the discount rate and underlying economic growth rate. With all other
variables being equal, an impairment of approximately £5m would arise if either the group discount rate were to be increased by 1.5% to 12.8%,
with an equivalent increase in the discount rate for all countries, or the underlying growth rate in all countries were to be reduced by 1.6%. These
approximations indicate the sensitivity of the impairment test to changes in the underlying assumptions. However, it is highly unlikely that any
variations in the assumptions would impact on all CGUs at the same time.

Property, plant and equipment

Land and Equipment

buildings and vehicles Total
2007 £m £m £m
Cost
At | January 2007 137.8 5404 678.2
Acquisition of businesses 3.1 19.5 22.6
Additions 345 105.1 139.6
Disposals (12.4) (359) (48.3)
Disposal of businesses (12.4) (11.9) (243)
Reclassified as held for sale 0.6) (21.6) (22.2)
Translation adjustments 7.6 335 41.1
At 31 December 2007 157.6 629.1 786.7
Depreciation and accumulated impairment losses
At | January 2007 (30.5) (292.8) (323.3)
Depreciation charge (12.1) (79.0) (CARD)
Disposals 6.9 19.1 260
Disposal of businesses 35 8.2 1.7
Reclassified as held for sale 03 168 17.1
Translation adjustments (3.7) (22.5) (26.2)
At 31 December 2007 (35.6) (350.2) (385.8)

Carrying amount
At | January 2007 107.3 247.6 354.9

At 31 December 2007 122.0 278.9 400.9




20 Property, plant and equipment (continued)

Land and Equipment

buildings and vehicles Total
2006 £m £m £m
Cost
At | January 2006 142.4 489.9 6323
Acquisition of businesses 0.7 57 6.4
Additions 12.3 934 105.7
Disposals (82) (124) (20.6)
Disposal of businesses (4.9) (12.8) (17.7)
Translation adjustments (4.5) (23.4) (27.9)
At 3| December 2006 137.8 5404 6782
Depreciation and accumulated impairment losses
At | January 2006 (28.2) (249.5) (277.7)
Depreciation charge (8.5) (74.3) (82.8)
Disposals 36 8.4 12.0
Disposal of businesses 1.4 9.9 .3
Translation adjustments 1.2 12.7 139
At 31 December 2006 (30.5) (292.8) (3233)
Carrying amount
At | January 2006 [14.2 2404 354.6
At 31 December 2006 107.3 247.6 3549

The carrying amount of equipment and vehicles includes the following in respect of assets held under finance leases:

2007 2006

£m £m

Net book value 50.8 523
Accumulated depreciation 47.9 342
Depreciation charge for the year 14.0 1.2

The rights over leased assets are effectively security for lease liabilities. These rights revert to the lessor in the event of default.

The carrying amount of equipment and vehicles includes the following in respect of assets leased by the group to third parties under operating

leases:
2007 2006
£m £m
Net book value 325 293
Accumulated depreciation 49.0 40.2
Depreciation charge for the year 7.5 5.6
The net book value of land and buildings comprises:
2007 2006
£m £m
Freeholds 51.3 429
Long leaseholds (50 years and over) 17.0 14.1
Short leaseholds (under 50 years) 53.7 50.3

At 31 December 2007 the group had entered into contractual commitments for the acquisition of property, plant and equipment amounting
to £2.Im (2006: £4.3m).
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22

The group has the following significant interests in joint ventures:

@

(®)

The group owns 100% of the equity of Wackenhut Services, Inc. (“WSI") under US Foreign Ownership Controlling Interest provisions,
governed through a proxy agreement. WSI provides security services to US Government agencies including security services on sites deemed
to be strategically sensitive. In accordance with the proxy agreement the group is excluded from access to operational information and is
represented by directors on the WSI board who are independent of the group but under fiduciary and contractual obligation to act in the
best interest of the shareholder. The group, through the proxy agreement, retains the power to veto certain material operational and strategic
decisions. As day to day management of the business remains with an independent board, WSl is accounted for as a joint venture. This means
that the group proportionately consolidates the results of WSI at 100%, giving rise to an accounting result identical to that which would be the

case if WSI were accounted for as a subsidiary.

At the year end the group owned 59% of the equity of Bridgend Custodial Services Ltd and 50% of the equity in STC (Milton Keynes) Ltd. In
both cases, the group jointly shares operational and financial control over the operations and is therefore entitled to a proportionate share of
the results of each, which are consolidated on the basis of the equity shares held. In addition, at 31 December 2006, the group’s 49% equity
shareholding in Safeguards Securicor Sdn Bhd, in Malaysia, was accounted for as a joint venture. During 2007, the group obtained control of this
operation which is now accounted for as a subsidiary.

The results of each of the jointly controlled operations are prepared in accordance with group accounting policies. Amounts proportionately

consolidated into the group’s financial statements are as follows:

Results 2007 2006
£m £m
Income 320.6 3444
Expenses (307.1) (326.4)
Profit after tax 13.5 18.0
Balance sheet 2007 2006
£m £m
Assets

Non-current assets 54.5 49.7
Current assets 92.6 75.8
147.1 1255

Liabilities
Current liabilities (56.3) (41.6)
Non-current liabilities (52.5) (432)
(108.8) (84.8)
Net assets 383 40.7

Investment in associates

The group’s share of associates’ profit and net assets and the reconciliation to the net investment are as follows:

2007 2006

£m £m

Total assets 14.2 13.1
Total liabilities (4.0) (5.8)
Net investment in associates 10.2 73
Revenue 75.8 83.6
Profit for the year 3.0 28

The net investment and results presented above largely relate to Space Gateway Support LLC, in the USA, in which the group holds an investment
of 46%.



23 Inventories
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2007 2006

£m £m

Raw materials 12.5 9.0
Work in progress 74 9.5
Finished goods including consumables 372 31.0
Total inventories 57.1 49.5

24 Investments

Investments comprise primarily listed securities of £61.6m (2006: £64.2m) held by the group’s wholly-owned captive insurance subsidiaries stated

at their fair values based on quoted market prices. Use of these investments is restricted to the settlement of claims against the group’s captive

insurance subsidiaries.

25 Trade and other receivables

2007 2006
£m £m
Within current assets
Trade debtors 788.5 709.7
Allowance for doubtful debts (36.4) (25.7)
Amounts owed by associated undertakings 33 1.2
Other debtors 64.4 58.2
Prepayments and accrued income 51.6 40.7
Amounts due from construction contract customers (see note 26) 1.3 7.0
Derivative financial instruments at fair value (see note 32) 2.3 72
Total trade and other receivables included within current assets 885.0 7983
Within non-current assets
Derivative financial instruments at fair value (see note 32) 15.1 I.4
Other debtors 13.9 73
Amounts receivable under PFl contracts 40.4 412
Total trade and other receivables included within non-current assets 69.4 499

Credit risk on trade receivables
There is limited concentration of credit risk with respect to trade receivables, as the group’s customers are both large in number and dispersed

geographically in over 100 countries.

Credit terms vary across the group and can range from 0 to 90 days to reflect the different risks within each country in which the group operates.

There is no group-wide rate of provision, and provision is made for debts that are past due according to local conditions and past default experience.

The movement in the allowance for doubtful debts is as follows:

2007 2006

£m £m

At | January (25.7) (24.9)
Amounts written off during the year 54 4.6
Increase in allowance (l6.1) 54)
At 31 December (36.4) (25.7)

Included within trade receivables are trade debtors with a carrying amount of £290m (2006: £351m) which are past due at the reporting date for
which no provision has been made as there has not been a significant change in credit quality and the group believes that the amounts are still
recoverable. The group does not hold any collateral over these balances. The proportion of trade debtors at 3|1 December 2007 that were
overdue for payment was 39% (2006: 32%). The group-wide average age of all trade debtors at year end was 58 days (2006: 56 days).

The directors believe the fair value of trade and other receivables, being the present value of future cash flows, approximates to their book value.
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Trade and other receivables (continued)

Amounts receivable under PFI contracts

Amounts receivable under PFl contracts comprise the group’s proportion of amounts receivable in respect of the Private Finance Initiative (PFI)
projects undertaken by the group’s joint ventures. During the year the group increased its ownership interest in Bridgend Custodial Services Ltd to
59%. There were no further changes in these arrangements during the year. The projects are the design, construction, financing and management of
HM Prison and Young Offenders Institution Parc in Bridgend, South Wales, for the Home Office; and the Oakhill Secure Training Centre for young
people in Milton Keynes for the Youth Justices Board. The Bridgend contract commenced in January 1996 and expires in December 2022.The
Milton Keynes contract commenced in June 2003 and expires in June 2028. Both contracts can be terminated by the customer either in the event
of a severe failure to comply with the contract or voluntarily with six months notice and the payment of appropriate compensation. The specified
assets remain the property of the customers. The group’s joint ventures have the right to provide services using the specified assets during the life
of the contracts. There is currently no obligation to acquire or build further assets and any such obligation would be agreed with the customers as
variations to the contracts. The pricing basis is inflation-indexed.

Amounts receivable under PFl contracts are pledged as security against borrowings of the group.

Construction contracts
Contracts in place at the balance sheet date are as follows:

2007 2006

£m £m

Amounts due from contract customers included in trade and other receivables 1.3 70
Amounts due to contract customers included in trade and other payables (1.7) (1.5)
Net balances relating to construction contracts 9.6 55
Contract costs incurred plus recognised profits less recognised losses to date 322 226
Less: Progress billings (22.6) (17.1)
Net balances relating to construction contracts 9.6 55

At 31 December 2007, advances received from customers for contract work amounted to £2.8m (2006: £3.6m).There were no retentions held by
customers for contract work at either balance sheet date. All trade and other receivables arising from construction contracts are due for
settlement within one year.

The directors believe the fair value of amounts due from and to contract customers, being the present value of future cash flows, approximates to
their book value.

Disposal groups classified as held for sale

Disposal groups classified as held for sale as at 31 December 2007 primarily comprise the assets and liabilities associated with the security services
businesses in France, which principally include Group 4 Securicor SAS, and the security services businesses in Germany, which principally include
GA4S Sicherheitsdienste GmbH and G4S Sicherheitssysteme GmbH, Berlin.

The major classes of assets and liabilities comprising the operations classified as held for sale are as follows:

2007
£m
ASSETS
Goodwill and acquisition-related intangible assets 57.6
Property, plant and equipment and intangible assets other than acquisition-related 58
Inventories 33
Trade and other receivables 56.6
Cash and cash equivalents 7.6
Total assets classified as held for sale 130.9
LIABILITIES
Bank overdrafts (8.3)
Bank loans (0.6)
Trade and other payables (62.3)
Current tax liabilities (2.0)
Retirement benefit obligations (1.1)
Provisions (4.0)
Total liabilities associated with assets classified as held for sale (78.3)

Net assets of disposal group 52.6




28 Cash, cash equivalents and bank overdrafts
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A reconciliation of cash and cash equivalents reported within the consolidated cash flow statement to amounts reported within the balance sheet

is presented below:

2007 2006

£m £m

Cash and cash equivalents 381.3 3075
Bank overdrafts (109.9) (97.5)
Cash, cash equivalents and bank overdrafts included within disposal groups classified as held for sale (0.7) -
Total cash, cash equivalents and bank overdrafts 270.7 2100

Cash and cash equivalents principally comprise short-term money market deposits, current account balances and cash held in ATM machines and in
2007 bore interest at a weighted average rate of 3.3% (2006: 3.2%). The credit risk on cash and cash equivalents is limited because the counterparties

are banks with high credit ratings assigned by international credit-rating agencies.

The group operates a multi-currency notional pooling cash management system which included in excess of 80 group companies at 31 December 2007.
It is anticipated that the number of participants in the group will continue to grow. At 31 December 2007 £82.9m (2006: £75.2m) of the cash
balances and the equivalent amount of the overdraft balances were effectively offset for interest purposes within the cash pool.

Cash and cash equivalents of £28.1m (2006: £17.7m) are held by the group’s wholly-owned captive insurance subsidiaries. Their use is restricted to

the settlement of claims against the group’s captive insurance subsidiaries.

Bank overdrafts, bank loans and loan notes
2007 2006
£m £m
Bank overdrafts 109.9 97.5
Bank loans 809.7 900.4
Loan notes 290.4 -
Total bank overdrafts, bank loans and loan notes 1,210.0 997.9
The borrowings are repayable as follows:
On demand or within one year 190.5 167.6
In the second year 10.7 6.5
In the third to fifth years inclusive 702.1 805.5
After five years 306.7 18.3
Total bank overdrafts, bank loans and loan notes 1,210.0 9979
Less: Amount due for settlement within 12 months (shown under current liabilities):
— Bank overdrafts (109.9) (97.5)
— Bank loans (80.6) (70.1)
(190.5) (167.6)
Amount due for settlement after 12 months 1,019.5 830.3
Analysis of bank overdrafts, bank loans and loans notes by currency:
Sterling Euros US Dollars Others Total
£m £m £m £m £m
Bank overdrafts 64.4 124 2.6 305 109.9
Bank loans 1849 3292 242.2 534 809.7
Loan notes - - 2904 - 2904
At 3| December 2007 249.3 341.6 535.2 83.9 1,210.0
Bank overdrafts 614 12.1 Il 229 97.5
Bank loans 126.1 2936 447.8 329 9004
At 31 December 2006 187.5 305.7 4489 55.8 9979

Of the borrowings in currency other than sterling, £821m (2006: £763m) are designated as net investment hedging instruments.
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Bank overdrafts, bank loans and loan notes (continued)
The weighted average interest rates on bank overdrafts, bank loans and loan notes were as follows:

2007 2006

% %

Bank overdrafts 6.0 43
Bank loans 5.7 5.1
Loan notes 59 -

The group’s committed bank borrowings comprise two multicurrency revolving credit facilities totalling £1,087m with a maturity date of June 2012 and
a revolving credit facility of £30m maturing June 2008 with a one year term out option, and uncommitted facilities of £410.9m (2006: £353.3m). At
31 December 2007, undrawn committed available facilities amounted to £427.9m (2006: £227.7m). Interest on all committed bank borrowing facilities

is at prevailing Libor or Euribor rates, dependent upon the period of drawdown, plus an agreed margin, and repriced within one year or less.
Borrowing at floating rates exposes the group to cash flow interest rate risk. The management of this risk is discussed in note 33.

The group issued fixed rate loan notes in the US Private Placement market totalling US$550m (£276.3m) on |st March 2007. The notes mature in
March 2014 ($100m), March 2017 ($200m), March 2019 ($145m) and March 2022 ($105m).

The committed bank facilities and the loan notes are subject to one financial covenant and any non-compliance with the covenant may lead to an
acceleration of maturity. The group was fully in compliance with the financial covenant throughout the year to 31 December 2007 and, where
applicable, the year to 31 December 2006. The group has not defaulted on, or breached the terms of, any material loans during the year

Bank overdrafts and bank loans are stated at amortised cost. Loan notes are stated at amortised cost recalculated at an effective interest rate

current at the balance sheet date. The directors believe the fair value of the group’s bank overdrafts, bank loans and loan notes, calculated from

market prices, approximates to their book value.

Obligations under finance leases

Present Present
value of value of
Minimum Minimum minimum minimum
lease lease lease lease
payments payments payments payments
2007 2006 2007 2006
£m £m £m £m
Amounts payable under finance leases:
Within one year 18.7 15.6 16.2 13.6
In the second to fifth years inclusive 40.3 40.8 35.6 350
After five years 11.2 8.4 10.4 7.5
70.2 64.8 62.2 56.1
Less: Future finance charges on finance leases (8.0) (87)
Present value of lease obligations 62.2 56.1
Less: Amount due for settlement within |2 months (shown under current liabilities) (16.2) (13.6)
Amount due for settlement after 12 months 46.0 42.5

It is the group’s policy to lease certain of its fixtures and equipment under finance leases. The weighted average lease term is eight years. For the
year ended 3| December 2007, the weighted average effective borrowing rate was 5.4% (2006: 5.5%). Interest rates are fixed at the contract date.

All leases are on a fixed repayment basis and no arrangements have been entered into for contingent rental payments.

The directors believe the fair value of the group’s finance lease obligations, being the present value of future cash flows, approximates to their

book value.

The group’s obligations under finance leases are secured by the lessors’ charges over the leased assets.
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Trade and other payables

2007 2006
£m £m
Within current liabilities:
Trade creditors 137.1 116.6
Amounts due to construction contract customers (see note 26) 1.7 [.5
Amounts owed to associated undertakings 0.3 0.7
Other taxation and social security costs 129.1 140.3
Other creditors 409.4 311.2
Accruals and deferred income 153.0 138.5
Derivative financial instruments at fair value (see note 32) 15.1 |.4
Total trade and other payables included within current liabilities 845.7 710.2
Within non-current liabilities:
Derivative financial instruments at fair value (see note 32) 6.7 0.3
Other creditors 320 0.7
Total trade and other payables included within non-current liabilities 387 [.0

Trade and other payables principally comprise amounts outstanding for trade purchases and ongoing costs. The average credit period taken for

trade purchases is 46 days (2006: 42 days). The directors believe the fair value of trade and other payables, being the present value of future cash

flows, approximates to their book value.

Derivative financial instruments

The carrying values of derivative financial instruments at the balance sheet date are presented below:

Assets Assets Liabilities Liabilities

2007 2006 2007 2006

£m £m £m £m

Forward foreign exchange contracts - 6.3 13.6 0.9
Interest rate swaps designated as cash flow hedges 3.1 2.3 8.2 0.4
Interest rate swaps designated as fair value hedges 14.3 - = -
Commodity swaps — - — 04
17.4 8.6 21.8 1.7

Less: Non-current portion (15.1) (14 6.7) 0.3)
Current portion 2.3 7.2 15.1 1.4

Derivative financial instruments are stated at fair value, based upon market prices where available or otherwise on discounted cash flow valuations.

The source of the market prices is Bloomberg and in addition the third party relationship counterparty banks. The relevant currency yield curve is

used to forecast the floating rate cash flows anticipated under the instrument which are discounted back to the balance sheet date. This value is

compared to the original transaction value giving a fair value of the instrument at the balance sheet date.

The mark to market valuation of the derivatives has fallen by £1 1.3m during the year.

The interest rate and commodity swaps which qualify as cash flow hedges have the following maturities:

Assets Assets Liabilities Liabilities

2007 2006 2007 2006

£m £m £m £m

Within one year 0.1 0.5 0.1 04
In the second year 1.0 0.3 0.9 -
In the third year 0.6 I 1.1 -
In the fourth year 0.7 0.2 22 -
In the fifth year or greater 0.7 0.2 3.9 0.4
Total carrying value of cash flow hedges 3.1 23 8.2 0.8
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Derivative financial instruments (continued)
Projected settlement of cash flows (including accrued interest) associated with derivatives that are cash flow hedges:

Assets Assets Liabilities Liabilities

2007 2006 2007 2006

£m £m £m £m

Within one year 1.7 1.4 1.6 0.4
In the second year 0.6 0.5 3.1 0.1
In the third year 0.4 0.4 1.7 02
In the fourth year 0.2 0.1 0.9 0.1
In the fifth year or greater 0.2 - 0.9 0.1
Total cash flows 3.1 24 82 09

Financial risk

Capital management

The group’s objective in managing its capital is to ensure that the businesses within it can continue and develop as going concerns whilst returns

to stakeholders are maximised. The group believes that these returns are maximised when the group’s Weighted Average Cost of Capital (WACC)
is minimised and that this is the case when the group broadly has the characteristics of a BBB rated entity. The group therefore aims generally to
maintain its net debt expressed as a multiple of cash generated from operations within a range corresponding to those of BBB rated entities.

The group has a range of return on capital targets in respect of potential acquisitions, depending upon their size. Most proposals for “bolt-on”
acquisitions must demonstrate a post-tax return of at least 12% on the capital investment within 3 years. Medium-sized acquisitions are required to
return a minimum of 10% within this timeframe and relatively rare, large, strategic acquisitions a minimum equal to the group’s WACC. The group’s
calculation of its post-tax WACC at 3| December 2007 was 8.2%.

The group monitors the financial performance of acquired businesses during the years following acquisition against the return targets. In addition,
the group monitors the Return on Net Assets (RONA) of all its businesses on a monthly basis. The group regards RONA as a measure of operational
performance and therefore calculates it as EBITA divided by net assets excluding goodwill, tax, dividends payable and retirement benefit obligations.

The group has no current intention to commence a share buy-back plan. The group operates a programme to purchase its own shares on the

market on a regular basis so as to provide a pool of shares from which to satisfy share awards to employees as the awards vest.

The group is not subject to externally-imposed capital requirements and there were no changes in the group’s approach to capital management

during the year
Liquidity risk
The group mitigates liquidity risk by ensuring there are sufficient undrawn committed facilities available to it. Policy demands a minimum of 20%

of such facilities to remain unutilised and in practice the group runs comfortably above this level.

The percentage of available, but undrawn committed facilities during the course of the year was as follows:

31 December 2006 22%
31 March 2007 47%
30 June 2007 41%
30 September 2007 39%
31 December 2007 38%

To reduce re-financing risk, Group Treasury obtains finance with a range of maturities and hence minimises the impact of a single material source

of finance terminating on a single date.

The group’s committed facilities have the following maturity dates:

June 2008 £30m
June 2012 £1,087m
March 2014 £50m
March 2017 £100m
March 2019 £73m

March 2022 £53m



33 Financial risk (continued)

Liquidity risk (continued)
Re-financing risk is further reduced by Group Treasury opening negotiations to either replace or extend any major facility at least |8 months before
its termination date.

Following the example of the inaugural US Private Placement of loan notes issued in March 2007, the group will continue to seek to diversify

its sources of finance and reduce further the proportion of bank supplied finance.
Market risk

Currency risk and forward foreign exchange contracts

The group conducts business in many currencies. Transaction risk is limited since, wherever possible, each business operates and conducts its
financing activities in local currency. However, the group presents its consolidated financial statements in sterling and it is in consequence subject
to foreign exchange risk due to the translation of the results and net assets of its foreign subsidiaries. The group hedges a substantial proportion
of its exposure to fluctuations in the translation into sterling of its overseas net assets by holding loans in foreign currencies.

Translation adjustments arising on the translation of foreign currency loans are recognised in equity to match translation adjustments on foreign

currency equity investments as they qualify as net investment hedges.

The group enters into forward foreign exchange contracts so as to hedge a high proportion of the translation risk not hedged by way of loans.

The group hedges those foreign currencies in which more than 1% of the group’s consolidated net operating assets are denominated, provided there
is a sufficiently liquid and large enough foreign exchange market in which to hedge the currency. Other currencies below the % threshold will also
be considered where the cost of hedging is acceptable. Gains and losses on such forward foreign exchange contracts are recognised in equity. The
notional value of outstanding forward foreign exchange contracts at 31 December 2007 was £373.2m (2006: £342.4m). All these contracts had
matured by 29 February 2008, at which point they were replaced with new forward foreign exchange contracts. All the foreign exchange hedging
instruments are designated and fully effective as net investment hedges and movements in their fair value have been deferred in equity.

At 31 December 2007, the group’s US dollar, euro, Canadian dollar and Danish krone net assets were approximately 98%, 90%, 93% and 83%
respectively hedged by foreign currency loans and foreign exchange forward contracts (2006: US dollar 90.6% and euro 94.7%).

The financial instruments used to hedge the foreign currency translation exposure had a fair value loss of £13.6m at 31 December 2007. Assuming a 1%
depreciation of GBP against each of the hedged currencies, the fair value loss on these instruments would increase by a further £3.9m. This additional fair
value loss would be posted to equity. A simultaneous depreciation of GBP against all currencies is unlikely based on past market movements.

Interest rate risk and interest rate swaps

Borrowing at floating rates as described in note 29 exposes the group to cash flow interest rate risk, which the group manages within policy limits
approved by the directors. Interest rate swaps and, to a limited extent, forward rate agreements are utilised to fix the interest rate on a proportion
of borrowings on a reducing scale over forward periods up to a maximum period of five years. At 31 December 2007 the nominal value of such
contracts was £213.5m (in respect of US dollar) (2006: £196.7m) and £183.6m (in respect of euro) (2006: £141.5m), their weighted average interest
rate was 4.9% (US dollar) (2006: 4.9%) and 3.8% (euro) (2006: 3.4%), and their weighted average period to maturity was three years. All the interest
rate hedging instruments are designated and fully effective as cash flow hedges and movements in their fair value have been deferred in equity.

The US Private Placement market is predominantly a fixed rate market, with investors looking for a fixed rate return over the life of the loan notes.
At the time of issue in March 2007, the group was comfortable with the proportion of floating rate exposure not hedged by interest rate swaps
and therefore rather than take on a higher proportion of fixed rate debt arranged fixed to floating swaps effectively converting the fixed coupon
on the Private Placement to a floating rate. Following the swaps the resulting average coupon on the US Private Placement is Libor + 60bps. These
swaps have been documented as fair value hedges of the US Private Placement fixed interest loan notes, with the movements in their fair value

posted to profit and loss at the same time as the movement in the fair value of the hedged item.

The core group borrowings are held in USD, euro and GBP. Although the impact of rising interest rates is partly shielded by interest rate swaps
which fix a portion of the exposure, some interest rate risk remains. Assuming a |% increase in interest rates across the yield curve in each of
these currencies and keeping the 31 December 2007 debt position constant throughout 2008, an additional interest charge of £5.6m would be
expected in the 2008 financial year.

Commaodity risk and commodity swaps

The group’s principal commodity risk relates to the fluctuating level of diesel prices, particularly affecting its cash services businesses. Commodity
swaps are sometimes used to fix synthetically part of the exposure and reduce the associated cost volatility. There were no commodity swaps
in place at 31 December 2007.
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Financial risk (continued)

Counterparty credit risk
The group’s strategy for credit risk management is to set minimum credit ratings for counterparties and monitor these on a regular basis.

For treasury-related transactions, the policy limits the aggregate credit risk assigned to a counterparty. The utilisation of a credit limit is calculated by
applying a weighting to the notional value of each transaction outstanding with each counterparty based on the type and duration of the transaction.
For short-term transactions (under one year), the financial counterparty must be investment grade rated by either the Standard & Poor's or Moody's

rating agency. For long-term transactions, the financial counterparty must have a minimum rating of A+/Al from Standard & Poor's or Moody's.

Treasury transactions are dealt with the group’s relationship banks all of which have a strong investment grade rating. At 3| December 2007 the largest
two counterparty exposures related to Treasury transactions were £5.3m and £4.4m and held with institutions with long term Standard & Poor's credit
ratings of AA and AA- respectively. These exposures represent 30% and 25% of the carrying values of derivative financial instruments with a fair value
gain at the balance sheet date.

The group operates a multi-currency notional pooling cash management system with a wholly owned subsidiary of an AA rated bank. At year end
credit balances of £84.5m were pooled with debit balances of £82.9m, resulting in a net pool balance of £1.6m. There is legal right of set off under the
pooling agreement.

At an operating level the minimum investment grade rating criteria applies. Exceptionally, where required by local country circumstances,
counterparties with no, or a non-investment grade, rating can be approved as counterparties for a period of up to 12 months. Due to the group’s
global geographical footprint and exposure to multiple industries, there is minimal concentration risk.

Retirement benefit obligations
The group operates a wide range of retirement benefit arrangements which are established in accordance with local conditions and practices
within the countries concerned. These include funded defined contribution and funded and unfunded defined benefit schemes.

Defined contribution arrangements

The majority of the retirement benefit arrangements operated by the group are of a defined contribution structure, where the employer
contribution and resulting income statement charge is fixed at a set level or is a set percentage of employees’ pay. Contributions made to defined
contribution schemes and charged to the income statement totalled £57.9m (2006: £49.8m).

In the UK, following the closure of the defined benefit schemes to new entrants, the main scheme for new employees is a contracted-in defined
contribution scheme.

Wackenhut Services, Inc (“WSI") is the administrator of several defined benefit schemes. WSI is responsible for making periodic cost-reimbursable
deposits to the various defined benefit schemes as determined by independent actuaries. In each instance, the US Department of Energy ("DOE")
acknowledged within the contract entered between the DOE and WSI its responsibility for all unfunded pension and benefit liabilities. Therefore,

these schemes are accounted for as defined contribution schemes.

In the Netherlands, most employees are members of industry-wide defined benefit schemes which are not valued on an IAS |9 basis as it is not
possible to identify separately the group’s share of the schemes’ assets and liabilities. As a result the schemes are accounted for as defined
contribution schemes. Contributions made to the schemes and charged to the income statement in 2007 totalled £4.7m (2006: £4.2m). The estimated
amounts of contributions expected to be paid to the schemes during the financial year commencing | January 2008 in respect of the ongoing
accrual of benefits is approximately £4.9m.

Defined benefit arrangements
The group operates a number of defined benefit retirement arrangements where the benefits are based on employees' length of service and final
pensionable pay. Liabilities under these arrangements are stated at the discounted value of benefits accrued to date, based upon actuarial advice.

Under unfunded arrangements, the group does not hold the related assets separate from the group. The amount charged to the income statement
in respect of these arrangements in 2007 totalled £1.8m (2006: £1.6m). Under funded arrangements, the assets of defined benefit schemes are
held in separate trustee-administered funds. The pension costs are assessed on the advice of qualified independent actuaries using the projected
unit credit method. The group operates several funded defined retirement benefit schemes. Whilst the group’s primary schemes are in the UK,

it also operates other material schemes in the Netherlands, Ireland, Canada and Israel. During 2007, two defined benefit schemes (one in the

Netherlands and one in Israel) have been reclassified, for disclosure purposes, into the material funded defined retirement benefit schemes category.



34 Retirement benefit obligations (continued)
The carrying values of retirement benefit obligations at the balance sheet date are presented below:

2007 2006

£m £m

UK 121.6 2107
Rest of World 13.9 157
Net liability on material funded defined retirement benefit schemes 135.5 2264
Unfunded and other funded defined retirement benefit obligations 31.9 24.1
167.4 2505

Less: Amounts included within current liabilities (47.3) (42.2)
Included within non-current liabilities 120.1 2083

The defined benefit schemes in the UK account for 90% of the net balance sheet liability on material funded defined retirement benefit schemes.

They comprise two arrangements: the pension scheme demerged from the former Group 4 Falck A/S with total membership of approximately 8,000

and the Securicor scheme, responsibility for which the group assumed on 20 July 2004 with the acquisition of Securicor plc, with total membership

of approximately 20,000. Regular actuarial assessments of the schemes are carried out, the latest being at 31 March 2007 in respect of the Group 4

scheme and at 5 April 2006 in respect of the Securicor scheme. Pension obligations stated in the balance sheet take account of future service and

earnings increases, have been updated to 31 December 2007 and use the valuation methodologies specified in IAS |9 Employee Benefits.

The weighted average principal assumptions used for the purposes of the actuarial valuations were as follows:

UK Rest of World
Key assumptions used 2007
Discount rate 5.8% 5.5%
Expected return on scheme assets 6.7% 5.8%
Expected rate of salary increases 52% 3.3%
Future pension increases 3.4% 2.1%
Inflation 3.4% 2.2%
Key assumptions used 2006
Discount rate 5.2% 4.8%
Expected return on scheme assets 6.5% 5.8%
Expected rate of salary increases 4.9% 3.7%
Future pension increases 3.1% 2.3%
Inflation 3.1% 2.3%

In addition to the above, the group uses appropriate mortality assumptions when calculating the schemes obligations. The mortality tables used for

the schemes in the UK are as follows:

> Current and future pensioners 125% of PMA92 (YOB) Short Cohort  Male
> Current and future pensioners I'15% of PFA92 (YOB) Short Cohort Female

The amounts recognised in the income statement in respect of these defined benefit schemes are as follows:

UK Rest of World Total

£m £m £m
Amounts recognised in income 2007
Current service cost (1'1.5) “4.1) (15.6)
Finance cost on defined retirement benefit obligations (684) (39) (72.3)
Expected return on defined retirement benefit scheme assets 739 34 773
Total amounts recognised in income (6.0) (4.6) (10.6)
Amounts recognised in income 2006
Current service cost (102) (3.5) (13.7)
Past service cost ©.4) 0.7) (1.1
Finance cost on defined retirement benefit obligations (63.3) 29) (66.2)
Expected return on defined retirement benefit scheme assets 64.8 24 67.2
Total amounts recognised in income 9.1 4.7 (13.8)
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The amounts recognised in income are included within the following categories in the income statement:

2007 2006
£m £m
Cost of sales (11.3) (I.1)
Administration expenses (4.3) 37)
Finance income 773 672
Finance costs (72.3) (66.2)
Total (10.6) (13.8)
Actuarial gains and losses recognised cumulatively in the statement of recognised income and expense are as follows:
2007 2006
£m £m
At | January (72.5) (39.1)
Recognised in the year 64.7 (334)
At 31 December (7.8) (72.5)
The amounts included in the balance sheet arising from the group’s obligations in respect of its defined benefit schemes are as follows:
UK Rest of World Total
£m £m £m
2007
Present value of defined benefit obligations 1,291.3 84.6 1,375.9
Fair value of scheme assets (1,169.7) (70.7) (1,2404)
Deficit in scheme recognised in the balance sheet 121.6 13.9 1355
2006
Present value of defined benefit obligations [,328.8 61.1 1,389.9
Fair value of scheme assets (L) (45.4) (1,163.5)
Deficit in scheme recognised in the balance sheet 2107 157 2264
2005
Present value of defined benefit obligations 1,199.3 61.1 1,2604
Fair value of scheme assets (1,004.5) (39.3) (1,043.8)
Deficit in scheme recognised in the balance sheet 194.8 21.8 2166
2004
Present value of defined benefit obligations 1,038.6 87.0 1,125.6
Fair value of scheme assets (845.8) (59.6) (905.4)
Deficit in scheme recognised in the balance sheet 192.8 274 220.2
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Movements in the present value of defined benefit obligations in the current year and the fair value of scheme assets during the year were as

follows:

UK  Rest of World Total
2007 £m £m £m
Obligations
At | January 2007 1,328.8 61.1 1,389.9
Service cost 1.5 4.1 15.6
Interest cost 68.4 39 723
Contributions from scheme members 33 1.9 52
Actuarial gains (77.5) 84 (85.9)
Benefits paid (44.5) (1.3) (45.8)
Other 1.3 159 17.2
Translation adjustments - 74 74
At 31 December 2007 1,291.3 84.6 1,375.9
Assets
At | January 2007 [,118.1 454 [,163.5
Expected return on scheme assets 739 34 773
Actuarial losses (16.6) (4.6) (21.2)
Actual return on scheme assets 573 (12) 56.1
Contributions from the sponsoring companies 34.2 3.8 380
Contributions from scheme members 33 1.9 52
Benefits paid (44.5) (1.3) (45.8)
Other 1.3 157 17.0
Translation adjustments - 6.4 6.4
At 3| December 2007 1,169.7 70.7 1,240.4

UK  Rest of World Total
2006 £m £m £m
Obligations
At | January 2006 [,199.3 61.1 1,2604
Service cost 10.2 35 13.7
Past service cost 04 0.7 I
Interest cost 633 29 66.2
Contributions from scheme members 35 1.0 4.5
Actuarial losses/(gains) 85.4 (4.0) 814
Benefits paid (36.7) (1.2) (37.9)
Acquisitions/divestments 0.4 0.5 09
Other 30 - 30
Translation adjustments - B4 34
At 31 December 2006 [,328.8 61.1 1,389.9
Assets
At | January 2006 1,004.5 393 1,043.8
Expected return on scheme assets 64.8 24 67.2
Actuarial gains 454 2.6 48.0
Actual return on scheme assets 1102 50 1152
Contributions from the sponsoring companies 332 32 364
Contributions from scheme members 35 1.0 4.5
Benefits paid (36.7) (1.2) (37.9)
Acquisitions/divestments 04 0.5 09
Other 30 - 30
Translation adjustments - 4% 24
At 31 December 2006 [,118.1 454 [,163.5

The contribution from sponsoring companies in 2007 included £26.1m (2006: £24.2m) of additional contributions in respect of the deficit in the
schemes. The other movements in the rest of the world in 2007 represent the reclassification as material of two funded plans.
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The composition of the scheme assets at the balance sheet date is as follows:

Analysis of scheme assets UK  Rest of World Total
2007
Equity instruments 68% 50% 67%
Debt instruments 30% 21% 30%
Property - 4% -
Other assets 2% 25% 3%
100% 100% 100%
2006
Equity instruments 70% 64% 70%
Debt instruments 27% 27% 27%
Property - 6% -
Other assets 3% 3% 3%
100% 100% 100%

None of the pension scheme assets are held in the entity's own financial instruments or in any assets held or used by the entity.

The expected weighted average rates of return on scheme assets for the following year at the balance sheet date are as follows:

UK Rest of World Total
2007 (return expected in 2008) 6.9% 6.2% 6.9%
2006 (return expected in 2007) 6.7% 6.2% 6.7%
2005 (return expected in 2006) 6.5% 5.8% 6.4%

The expected rates of return on individual categories of scheme assets are determined with respect to bonds by reference to relevant indices, and
with respect to other assets by reference to relevant indices of the historical return and economic forecasts of future returns relative to inflation in

respect of assets of a similar nature. The overall expected rate of return is the weighted average of the rates on the individual asset categories.

The history of experience adjustments is as follows:

2007 UK  Rest of World Total
Experience adjustments on scheme liabilities

Amount (£m) 55 3E.hH 24
Percentage of scheme liabilities (%) - “ —

Experience adjustments on scheme assets

Amount (£m) (16.6) (4.6) (212)
Percentage of scheme assets (%) (h @ @)
2006

Experience adjustments on scheme liabilities

Amount (£m) 29.0 0.1 29.1

Percentage of scheme liabilities (%) 2 - 2

Experience adjustments on scheme assets

Amount (£m) 454 2.6 48.0
Percentage of scheme assets (%) 4 6 4
2005

Experience adjustments on scheme liabilities

Amount (£m) (17.5) 1 (164)
Percentage of scheme liabilities (%) ) 2 (@)

Experience adjustments on scheme assets
Amount (£m) 99.0 24 1014
Percentage of scheme assets (%) 10 6 10
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2004 UK  Rest of World Total
Experience adjustments on scheme liabilities

Amount (£m) 2.7) - 2.7)
Percentage of scheme liabilities (%) (@) - (@)

Experience adjustments on scheme assets
Amount (£m) 302 37 339
Percentage of scheme assets (%) 4 6 4

The estimated amounts of contributions expected to be paid to the schemes during the financial year commencing | January 2008 in respect of
the ongoing accrual of benefits is approximately £18m and it is anticipated that these will remain at a similar level in the medium term subject to

changes in financial conditions. Additional contributions of around £26m will also be made in 2008 in respect of the deficit in the schemes.

IAS 19 specifies that pension liabilities should be discounted at appropriate high quality corporate bond rates. The directors consider that it is appropriate
to apply the average of the yields on those AA corporate bonds which most closely approximate to the timescale of the liability profile of the schemes
and have therefore used such a rate, being 5.8%, in respect of the UK schemes at 31 December 2007 (5.2% at 31 December 2006). The effect of a 0.1%
movement in the discount rate applicable in the UK is to alter reported liabilities (before associated deferred tax) by approximately £26m.

Liability calculations are also heavily impacted by the mortality projections included in the actuarial assumptions. The weighted average life
expectancy of a male member of the UK schemes currently aged 65 has been assumed as 19.6 years. The weighted average life expectancy

at 65 of a male currently aged 52 has been assumed as 20.4 years. The directors consider, on actuarial advice, these assumptions to be appropriate
to the profile of the membership of the schemes. The effect of a one year change in this UK life expectancy assumption is to alter reported
liabilities (before associated deferred tax) by approximately £49m.

Pension obligations in respect of deferred members increase in line with inflation. Increases in salaries and increases in pensions-in-payment
generally move in line with inflation. Inflation is therefore an important assumption in the calculation of defined retirement benefit liabilities. The
effect of a 0.1% movement in the rate of inflation assumption applicable in the UK is to alter reported liabilities (before associated deferred tax)
by approximately £14m.

Provisions
Employee Claims Onerous

benefits Restructuring reserves contracts Other Total
£m £m £m £m £m £m
At | January 2007 1.5 1.9 379 10.1 18.6 80.0
Additional provision in the year 36 52 122 - - 21.0
On acquisition of subsidiary - 02 - 8.2 24 10.8
Utilisation of provision 2.3) (1.2) (10.9) (3.6) (18.6) (36.6)
Unused amounts reversed ©.6) 24) 9.0) - (2.5) (14.5)
Reversals on disposal of a subsidiary - - - - 0.6) ©.6)
Reclassified as held for sale (2.0) — - (2.0) - (4.0)
Translation adjustments 02 02 - 03 0.7 |4
At 3| December 2007 10.4 3.9 30.2 13.0 - 57.5
Included in current liabilities 23.6
Included in non-current liabilities 339
57.5

Employee benefits
The provision for employee benefits is in respect of any employee benefits which accrue over the working lives of the employees, typically including
items such as long service awards and termination indemnity schemes.

Restructuring
Restructuring provisions include amounts for redundancy payments, and the costs of closure of activities in acquired businesses and discontinued
operations. Settlement of restructuring provisions is highly probable. The timing is uncertain but is generally likely to be short term.
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Provisions (continued)

Claims reserves

The claims reserves are held by the wholly-owned captive insurance subsidiaries in Guernsey, Luxembourg and the US which underwrite part

of the group’s cash services, general liability, workers' compensation and auto liability policies. The provisions are subject to regular actuarial review
and are adjusted as appropriate. Settlement of these provisions is highly probable but both the value of the final settlements and their timing is
uncertain, dependent upon the outcome of ongoing processes to determine both liability and quantum in respect of a wide range of claims or

possible claims.

Onerous contracts
The onerous contract provision mainly comprises the provision against future liabilities for all properties sub-let at a shortfall and for long-term idle,
leased properties. The provision is based on the value of future net cash outflows relating to rent, rates, service charges and costs of marketing the

properties. Whilst the likelihood of settlement of these obligations is considered probable, there is uncertainty over their value and duration.

Other provisions

Other provisions include amounts arising in respect of disposals where their final calculation is dependent on future events. The company and
various of its subsidiaries are, from time to time, parties to legal proceedings and claims which arise in the ordinary course of business. Provision
is made for the estimated value of settlements likely to be made, but both this value and the timing of any payments are uncertain. The directors
do not anticipate, taking account of legal and other professional advice as appropriate, that the outcome of these proceedings and claims will have

a material adverse effect on the group’s financial position or on the results of its operations.

Deferred tax
The following are the major deferred tax liabilities and assets recognised by the group and movements thereon during the current and prior

reporting periods:

Retirement Other

benefit Intangible temporary
obligations assets Tax losses differences Total
£m £m £m £m £m
At | January 2006 74.1 (70.9) 8.2 6.7 28.1
(Charge)/credit to the income statement (10.6) 10.8 (1.4 1.6 04
Acquisition of subsidiaries - (39) - - 39)
Credit/(charge) to equity 9.7 - - .h 7.6
Translation adjustments - 2.8 - (1.0) 1.8
At 31 December 2006 732 61.2) 6.8 152 340
At | January 2007 732 61.2) 6.8 152 340
(Charge)/credit to the income statement (14.6) 14.9 (1.7) 52 38
Acquisition of subsidiaries - 9.7) - 0.1 9.6)
(Charge)/credit to equity (222) - - 6.9 (15.3)
Translation adjustments 0.7 (3.7) - 0.7) 3B.7)
At 31 December 2007 37.1 (59.7) 5.1 26.7 9.2

Certain deferred tax assets and liabilities have been offset where permitted. The following is the analysis of the deferred tax balances (after offset)

for financial reporting purposes:

2007 2006

£m £m

Deferred tax liabilities (75.0) (81.7)
Deferred tax assets 84.2 157
Total deferred tax position 9.2 340

At the balance sheet date, the group has unutilised tax losses of approximately £126.5m (2006: £1 18.4m) potentially available for offset against
future profits. A deferred tax asset of £5.1m (2006: £6.8m) has been recognised in respect of approximately £19.3m (2006: £32.1m) of gross
losses. No deferred tax asset has been recognised in respect of the remaining £107.2m (2006: £86.3m) of gross losses due to the unpredictability
of future profit streams in the relevant jurisdictions and the fact that a significant proportion of such losses remains unaudited by the relevant tax
authorities. Included in unrecognised tax losses are gross losses of £0.8m, £3.0m, £1.7m, £1.4m and £0.4m which will expire in 2008, 2009, 2010,
2011 and 2012 respectively. Other losses may be carried forward indefinitely.
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Deferred tax (continued)

At the balance sheet date, the aggregate amount of temporary differences associated with undistributed earnings of non-UK subsidiaries for which
deferred tax liabilities have not been recognised is £2,504m (2006: £1,056m). No liability has been recognised in respect of these gross differences
on the basis that the group is in a position to control the timing of the reversal of the temporary differences and it is probable that such

differences will not reverse in the foreseeable future.
Temporary differences arising in connection with interests in associates and joint ventures are insignificant.

At the balance sheet date, the group has total unprovided contingent tax liabilities of approximately £39.0m (2006: £31.8m) relating to unresolved
tax issues in various jurisdictions. No provision has been made for these amounts on the basis that the group considers that the likelihood of the

liabilities crystallising is improbable. It is not possible to estimate the timing or outcome of these issues.

Share capital

At 3| December 2007 At 3| December 2006

Issued and Issued and
Authorised fully paid Authorised fully paid
G4S plc £ £ £ £
Ordinary shares of 25p each (2006: 25p each) 500,000,000 320,177,685 500,000,000 319,954,230
Nominal
Number value £m
Ordinary shares in issue
At | January 2006 1,268,715,480 317.2
Shares issued on exercise of options:
Executive Scheme 3,556,271 09
Sharesave Scheme 7,545,167 1.9
At | January 2007 1,279.816,918 320.0
Shares issued on exercise of options:
Executive Scheme 667,500 0.2
Sharesave Scheme 226,320 -
At 31 December 2007 1,280,710,738 320.2

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

of the company.

Options over G4S plc shares outstanding at 31 December 2007, rolled over at 19 July 2004 from options previously held over Securicor plc shares,

were as follows:

(@) Executive share option scheme

Number of options outstanding Number of ordinary shares under option Exercise price per share (pence) Exercise date

I 72,901 107.98p 2008
9 450,000 l64p 2008 — 2009
9 300,000 133.75p 2008 — 2010
10 230,000 I53p 2008 - 2010
5 1,655,000 108p 2008 — 201 |
2 150,000 130p 2008 — 2012
I 25,000 85p 2008 - 2013
I 25,000 79.75p 2008 — 2013
I 50,000 91p 2008 — 2013

The proceeds from shares allotted under this scheme during the year amounted to £783,769 (2006: £4,266,774).
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Share capital (continued)

(b) Sharesave scheme
All remaining shares under this scheme have been exercised or have lapsed during the year. The proceeds from shares allotted under this
scheme during the year amounted to £144,845 (2006: £4,860,469).

All of the above options are inclusive of those held by directors as set out in the Directors' Remuneration Report on page 42.

5,209,320 shares are held by an employee benefit trust as detailed in note 38.

Share premium and reserves

Share Retained Hedging Translation Merger Reserve for Total
premium earnings reserve reserve reserve own shares reserves
£m £m £m £m £m £m £m
At | January 2006 4.0 157.0 (5.8) 49.8 4263 (6.3) 625.0
Net recognised income/(expense)
attributable to equity shareholders
of the parent - 73.8 10.6 (52.6) - - 31.8
Shares issued 6.3 - - - - - 6.3
Dividends declared - (49.8) - - - - (49.8)
Own shares purchased - - - - - 3.hH 3.1
Equity-settled transactions - 5.0 - - - - 5.0
At 31 December 2006 10.3 186.0 4.8 (2.8) 4263 94 6152
At | January 2007 10.3 186.0 4.8 (2.8) 4263 94 6152
Net recognised income/(expense)
attributable to equity shareholders
of the parent - 189.7 (19.2) 388 - - 209.3
Shares issued 0.7 - - - - - 0.7
Dividends declared - (59.3) — - - - (59.3)
Own shares purchased - - - - - 3.1 3.1
Own shares awarded - (3.5) - - - 35 -
Equity-settled transactions - 4.1 - - - - 4.1
At 3| December 2007 11.0 317.0 (14.4) 36.0 426.3 (9.0) 766.9

Hedging reserve

The hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow instruments related to the hedged
transactions that have not yet occurred (net of tax).

Translation reserve
The translation reserve comprises all foreign exchange differences arising from the translation of the financial statements of foreign operations,
as well as from the translation of liabilities that hedge the company’s net investment in foreign operations (net of tax).

Merger reserve
The merger reserve comprises reserves arising upon the merger between the former Group 4 Falck A/S and the former Group 4 Securitas BV
in 2000 and the acquisition of Securicor plc by the group in 2004.

Reserve for own shares

An employee benefit trust established by the group holds 5,209,320 shares (2006: 6,022,967 shares), to satisfy the vesting of awards under the
performance share plan and performance-related and synergy bonus schemes. During the year 1,451,326 shares were purchased by the trust, whilst
2,264,973 shares were used to satisfy the vesting of awards under the schemes. At 31 December 2007, the cost of shares held by the trust was
£8,953,071 (2006: £9,435,828), whilst the market value of these shares was £12,749,808 (2006: £11,323,178). Shares held by the trust are treated

as treasury shares, are deducted from equity, do not bear dividends and are excluded from the calculations of earnings per share.
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A reconciliation of net debt to amounts in the consolidated balance sheet is presented below:
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2007 2006
£m £m
Cash and cash equivalents 381.3 3075
Investments 732 73.7
Net debt included within disposal groups classified as held for sale (1.5) -
Bank overdrafts (109.9) (97.5)
Bank loans (809.7) (900.4)
Loan notes (290.4) -
Fair value of loan note derivative financial instruments 14.3 -
Obligations under finance leases (62.2) (56.1)
Total net debt (804.9) (672.8)
An analysis of movements in net debt in the year is presented below:
2007 2006
£m £m
Increase in cash, cash equivalents and bank overdrafts per consolidated cash flow statement 48.8 16.1
Purchase of investments 0.3 21.8
Increase in debt and lease financing (135.8) (86.7)
Change in net debt resulting from cash flows (86.7) (48.8)
Borrowings acquired with subsidiaries (22.9) (2.5)
Net additions to finance leases (10.3) (19.6)
Movement in net debt in the year (119.9) (70.9)
Translation adjustments (12.2) 554
Net debt at the beginning of the year (672.8) (657.3)
Net debt at the end of the year (804.9) (672.8)

Contingent liabilities

Contingent liabilities exist in respect of agreements entered into in the normal course of business, none of which are individually or collectively significant.

Details of unprovided contingent tax liabilities are presented in note 36.

Operating lease arrangements

The group as lessee

At the balance sheet date, the group had outstanding commitments under non-cancellable operating leases, which fall due as follows:

2007 2006

£m £m

Within one year 95.6 724
In the second to fifth years inclusive 185.8 140.2
After five years 148.2 130.4
Total operating lease commitments 429.6 3430

The group leases a number of its office properties, vehicles and other operating equipment under operating leases. Leased properties are

negotiated over an average term of eight and a half years, at rates reflective of market rentals. Periodic rent reviews take place to bring lease rentals

in line with prevailing market conditions. Some but not all lease agreements have an option to renew the lease at the end of the lease term. Leased

vehicles and other operating equipment are negotiated over an average lease term of three and a half years.

Certain leased properties have been sub-let by the group. Sub-leases are negotiated on terms consistent with those of the associated property.

The total future minimum sub-lease payments expected to be received by the group from sub-let properties amount to £16.4m (2006: £18.3m).
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42 Share-based payments

The group has two types of equity-settled, share-based payment scheme in place: (1) share options previously held by employees over
Securicor plc shares and rolled over to G4S plc shares with the acquisition of that business on 19 July 2004, and (2) conditional allocations
of G4S plc shares.

Share options

Share options rolled over from Securicor plc fall under either the Executive Share Option Scheme (ESOS) or the Sharesave Scheme. Options
under the ESOS were granted at market value, vest three or four years following the date of grant (provided that certain non-market performance
conditions are met and that the recipients continue to be employed by the group during the vesting period) and are exercisable up to ten years
following the date of grant. Options under the Inland Revenue-approved Sharesave scheme were granted at a discount of 20% to market value,

vest after three years following the date of grant and remain exercisable for a period of six months following vesting.

Details of the share options outstanding during the year are as follows:

Weighted Weighted
Number of average Number of average
shares under exercise shares under exercise
option price (pence) option price (pence)

2007 2007 2006
Outstanding at | January 3,912,990 117.73 15,377,443 91.23
Forfeited during the year — - (249,061) 70.50
Exercised during the year (893,820) 103.89 (I1,101,438) 8222
Expired during the year (61,269) 64.00 (113954) 104.00
Outstanding at 31 December 2,957,901 123.02 3,912,990 117.73
Exercisable at 31 December 2,957,901 123.02 3,912,990 117.73

The weighted average share price at the date of exercise for share options exercised during the year was 197.85p (2006: 174.56p). All options
outstanding at 31 December 2007 were vested.

No share option expense has been recognised in the income statement during the year (2006: £1.4m) as all share options had previously vested.

Shares allocated conditionally

Shares allocated conditionally fall under either the group’s performance-related bonus scheme or the group’s Performance Share Plan (PSP). Shares
allocated conditionally under the performance-related bonus scheme vest three years following the date of grant provided certain non-market
performance conditions are met. Those allocated under the PSP vest after three years, to the extent that (a) certain non-market performance
conditions are met as to two thirds of the allocation (one half for awards made prior to 2007) and (b) certain market performance conditions are
met as to the remaining third of the allocation (half for awards made prior to 2007).

The number of shares allocated conditionally is as follows:

Performance- Performance-

related related

bonus bonus
scheme PSP Total scheme PSP Total
2007 2007 2007 2006 2006 2006
Number Number Number Number Number Number
Outstanding at | January 1,915,270 11,154,403 13,069,673 - 7763419 7763419
Allocated during the year 377,725 4,359,350 4,737,075 1,915,270 3,716,815 5,632,085
Transferred during the year (311,218) (1,953,755) (2,264,973) - - -
Forfeited during the year - (952,469) (952,469) - (325,831) (325,831)
Expired during the year - (1,147,460) (1,147,460) — — —
Outstanding at 31 December 1,981,777 11,460,069 13,441,846 1915270 I'l,154,403 13,069,673

The weighted average remaining contractual life of conditional share allocations outstanding at 31 December 2007 was |6 months (2006: |7 months).
The weighted average share price at the date of allocation of shares allocated conditionally during the year was 216.83p (2006: 185.14p) and the
contractual life of all conditional allocations was three years.

Under the PSP the vesting of two thirds of the shares allocated conditionally (one half for awards made prior to 2007) depends upon Total
Shareholder Return (a market performance condition) over the vesting year measured against a comparator group. 25% of the allocation vests
upon the group’s Total Shareholder Return equalling median performance amongst the comparator group. The fair value of the shares allocated

subject to this market performance condition has therefore been reduced by 75%.
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42 Share-based payments (continued)

Shares allocated conditionally (continued)

Total expenses of £4.1m were recognised in the income statement in the year (2006: £3.6m) in respect of conditional share allocations, the
calculation of which included an estimate of the number of those shares allocated subject to non-market performance conditions that would vest
based upon the probable achievement against the performance conditions.

43 Related party transactions

Transactions and balances with joint ventures and associated undertakings
Transactions between the company and its subsidiaries have been eliminated on consolidation and are not disclosed in this note. Details of
transactions between the group and other related parties are disclosed below. All transactions with related parties are entered into in the normal

course of business.

Joint ventures Joint ventures Associates Associates
2007 2006 2007 2006
£m £m £m £m
Transactions
Revenue 13.8 14.5 - -
Balances
Amounts due to related parties
Creditors - - 1.5 54
Amounts due from related parties
Debtors 0.7 |4 - -
Loans 2.3 35 - -

Revenue relates to fees of £10.4m (2006: £9.6m) charged to Bridgend Custodial Services Ltd and fees of £3.4m (2006: £4.9m) charged to

STC (Milton Keynes) Ltd. Amounts owed by the group are to its associated undertaking Space Gateway Support LLC. The amounts outstanding
are unsecured and will be settled in cash. No expense has been recognised in the year for bad and doubtful debts in respect of amounts owed by
related parties. Details of principal joint ventures and associated undertakings are shown in notes 2| and 22 respectively.

Transactions with Mr Jgrgen Philip-Sgrensen, whilst a director (retired 30 June 2006)
In 2006, the group purchased air transport services of £19,300 and leased office facilities for £34,707 from Mr Jergen Philip-Serensen at cost price.

Transactions with post-employment benefit schemes
Details of transactions with the group’s post-employment benefit schemes are provided in note 34. Unpaid contributions owed to schemes
amounted to £1.4m at 3| December 2007 (2006: £1.5m).

Remuneration of key management personnel

The group’s key management personnel are deemed to be the non-executive directors and those individuals, including the executive directors,
whose remuneration is determined by the Remuneration Committee. Their remuneration is set out below. Further information about the
remuneration of individual directors included within key management personnel is provided in the audited part of the Directors' Remuneration

Report on pages 41 to 44.

2007 2006

£ £

Short-term employee benefits 4,869,365 4,337,944
Post-employment benefits 343,443 826,777
Other long-term benefits 28,896 22,138
Share-based payment 2,344,412 2,022,518
Total 7,586,116 7,209,377

44 Events after the balance sheet date
A number of acquisitions were effected after the balance sheet date, but before the financial statements were authorised for issue, details of which
are provided within note 7.

On 7 March 2008 the group signed committed bank facilities amounting to £350m. These facilities expire on 31 December 2008, although the

group can exercise an option to extend the facilities to 30 June 2009.
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45 Significant investments

The companies listed below are those which were part of the group at 31 December 2007 and which, in the opinion of the directors, significantly

affected the group’s results and net assets during the year. The directors consider that those companies not listed are not significant in relation to the

group as a whole.

The principal activities of the companies listed below are indicated according to the following key:

Security services

0 v

Cash services

These businesses operate principally in the country in which they are incorporated.

Product Country of Ultimate

segment incorporation ownership
Subsidiary undertakings
Group 4 Security Services AG S Austria 100%
GAS Security Services SA/INV S Belgium 100%
GA4S Cash Services (Belgium) SA/NV C Belgium 100%
GA4S Cash Services (Canada) Limited C Canada 100%
GA4S Security Services (Canada) Limited S Canada 100%
Wackenhut de Colombia SA S+C Colombia 100%
GA4S Security Services A/S S Denmark 100%
GA4S Aviation Security (UK) Limited S England 100%
GA4S Cash Centres (UK) Limited C England 100%
GA4S Cash Services (UK) Limited C England 100%
GA4S International UK Limited C England 100%
GA4S Justice Services Limited S England 100%
GA4S Security Services (UK) Limited S England 100%
Group 4 Technology Limited S England 100%
Group 4 Total Security Limited S England 100%
Falck Eesti AS S+C Estonia 65%
GA4S Security Services Oy S Finland 100%
Group 4 Securicor SAS S France 100%
GA4S Sicherheitsdienste GmbH S Germany 100%
GAS Keszpenzlogisztikai Kft S+C Hungary 100%
GA4S Security Services (India) Pvt. Limited 4 S India 40%
GA4S Cash Services (Ireland) Limited C Ireland 100%
GA4S Security Services (Ireland) Limited S Ireland 100%
Hashmira Company Limited S Israel 91%
GA4S Security Services (Kenya) Limited S+C Kenya 100%
GAS Security Services SA S+C  Luxembourg 100%
Safeguards Securicor Sdn Bhd 24 S+C Malaysia 49%
Group 4 Securicor Cash Services BV C  Netherlands 100%
Group 4 Securicor Beheer BV S Netherlands 100%
GA4S Security Services AS S+C Norway 100%
GA4S Security Systems AS S Norway 100%
al Majal Service Master 4 S Saudi Arabia 49%
Fidelity Cash Management Services (Pty) Limited C  South Africa 50%
GA4S Security Services (SA) (Pty) Limited S South Africa 80%
GA4S Cash Services (Sverige) AB C Sweden 100%
GA4S Security Services (Sverige) AB S Sweden 100%
G4S Youth Services LLC S USA 90%
The Wackenhut Corporation S USA 100%
Joint ventures (see note 21)
Bridgend Custodial Services Limited 3 S England 59%
STC (Milton Keynes) Limited S England 50%
Wackenhut Services, Inc. S USA 100%
Associated undertakings (see note 22)
Space Gateway Support LLC S USA 46%

| GA4S Security Services (India) Pvt. Limited has a year end of 31 March.
Safeguards Securicor Sdn Bhd has a year end of 30 June.

Bridgend Custodial Services Limited has a year end of 30 September:

W

By virtue of shareholder agreements, the group has the power to govern the financial and operating policies

of G4S Security Services (India) Pvt. Limited, Safeguards Securicor Sdn Bhd and al Majal Service Master, so as to obtain

the benefits from their activities. These are therefore consolidated as full subsidiaries.





