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Performance

We drive our financial performance by providing our
clients with great and healthy food, combined with
a rigorous focus on operational execution

I 5 5 o/ 2018 has been another strong year with good organic revenue
| o growth of 5.5%.
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2018 PERFORMANCE AT A GLANCE

Consistent performance
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Throughout the Strategic Report, and consistent with prior years, underlying and other alternative performance measures are used to describe the Group’s performance.
These are not recognised under IFRS or other generally accepted accounting principles (GAAP). The Executive Board of the Group manages and assesses the performance
of the business on these measures and believes they are more representative of ongoing trading, facilitate meaningful year on year comparisons and hence provide more
useful information to shareholders. Underlying and other alternative performance measures are defined in the glossary of terms on pages 202 and 203. A summary of the
adjustments from statutory to underlying results is shown on page 166 and further detailed in the consolidated income statement (page 108), reconciliation of free cash flow
(page 113), note 1, segmental reporting (pages 122 to 125) and note 5, tax (pages 129 and 130).
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OUR BUSINESS AT A GLANCE

We are the industry leader with
a strategy focused on food

Food service is our core competence.
We are the industry leader and create
value for our clients and consumers
by providing them with a range of
dining solutions that are innovative,
healthy and sustainable.

Our scale and focus on execution mean that we are typically the
most efficient and lowest cost provider and can therefore offer
clients and consumers the greatest value as well as the most
exciting and innovative solutions.

We have a global footprint and manage the business in three
geographic regions. This gives us balanced exposure to developed
but attractive markets in North America and Europe as well as
emerging markets with exciting long term growth prospects.

50 countries

55,000 client locations
600,000 colleagues
5.5 billion meals

NORTH AMERICA EUROPE REST OF WORLD
UNDERLYING REVENUE UNDERLYING REVENUE UNDERLYING REVENUE
£13,785m £5,783m £3,671m
(2017: £13,322m) (2017 £5,598m) (2017%: £3,932m)
59% 25% 16%
of Group total of Group total of Group total

1. Prior year comparatives have reclassified Turkey from Europe region into Rest of World region.
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Pu rpose

As an industry leader, we understand the influence we
can have on how food is produced and sourced

Compass is a founding member of the Global Coalition for Animal Welfare
(GCAW), an industry-led initiative that was launched in October 2018. In
recognition of our ongoing commitment to advancing farm animal welfare,
we have moved up from Tier 4 to Tier 3 in the Business Benchmark on

Farm Animal Welfare.
Compass Group PLC Annual Report 2018 )




OUR MARKET POSITION

Significant structural
growth opportunity across our
core sectors and markets

We estimate that the addressable global food services market is currently worth
in excess of £200 billion. We have around a 10% share of that market by sales
which makes us the leading global provider. Given that approximately 75% of
the market is serviced by regional players or in-house providers, we believe that
there is a significant structural growth opportunity for us.

The market for food services continues to offer significant growth
potential as we drive outsourcing and deliver a strong proposition
across our core sectors and regions.

Compass provides outsourced food services around the world in a
market worth over £200 billion. The five sectors in which Compass

operates are: Business & Industry; Healthcare & Seniors; Education;

Sports & Leisure; and Defence, Offshore & Remote. All five sectors
continue to offer significant opportunities for growth.

Food service remains at the core of the Compass offer. Business &
Industry accounts for around 40% of this value, and this important
sector continues to offer attractive growth opportunities. In more
developed markets where outsourcing rates are routinely in excess
of 60%, our combination of scale, efficiencies and best in class
service delivery supports continued revenue growth. In emerging
markets, outsourcing rates are still only around 10%, providing a
significant opportunity for future growth.

The Healthcare & Seniors and Education sectors also continue to
grow, with less than half of the addressable global market currently
outsourced. We are developing best practices in areas such as our
proposition for hospital visitors and nutritional meal planning in
schools and, by sharing this expertise, we can better serve our
clients and consumers across multiple markets.

Sports & Leisure is a highly outsourced sector with a global outlook
in which we benefit from our strong reputation across key markets.

The Defence, Offshore & Remote sector offers opportunities to
build lasting strategic relationships with large local and international
operators. Creating strong client relationships allows us to respond
positively to tougher market conditions. For example, in the basic
commodities sector we have leveraged our cost base and changed
our offer to retain business in the face of significant client
budgetary pressure.
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GLOBAL FOOD SERVICES MARKET c. £200bn

COMPASS
GROUP

10%

SELF
OPERATED

REGIONAL
PLAYERS

Numbers relating to market size and penetration rates are based on management
estimates and a range of external data.

Supplementing our core food offer with targeted support services is
attractive in certain markets and sectors, such as Healthcare &
Seniors and Defence, Offshore & Remote. In these sectors, we are
recognised for fulfilling the needs of clients who require excellent
services with uncompromising quality.

In all the markets and regions in which Compass operates, we
continue to build our business and our reputation based on our
ongoing focus on health and safety, people, the environment and
our firm commitment to responsible corporate practices.



OUR SECTORS

Understanding our clients

The global food services market is large and disparate. That is why we

segment the market into various sectors and sub-sectors using our portfolio
of B2B brands. It enables us to be closer to our clients and consumers to
better understand their different needs. In this way, we can create innovative,

bespoke offers that meet their specific requirements and, in doing so,

truly differentiate ourselves.

BUSINESS o,
& INDUSTRY 39 /O
OF GROUP
UNDERLYING

REVENUE

We provide a choice of quality, nutritious and well balanced food for
employees during their working day. We work with clients to enhance
their employee proposition and help them create attractive and
productive workplaces.

&

Eurest

Restaurant
Rssociates

Hik

BON APPETIT

HEALTHCARE
& SENIORS

24%
OF GROUP

UNDERLYING
REVENUE

We are specialists in helping hospitals in the public and private sectors on

their journey of managing efficiency and enhancing quality across a range

of food and some support services. We have an increasing presence in the
growing senior living market.

mediresj

morri§on J

EDUCATION 1 8%
OF GROUP
UNDERLYING
REVENUE

From kindergarten to college, we provide fun, nutritious dining solutions that
help support academic achievement at the highest levels. We educate young
people on how to have a happy, safe and healthy lifestyle while contributing
to a sustainable world.

(&
Chartwells

Hik

BON APPETIT

Operating at some of the world’s most prestigious sporting and leisure
venues, exhibition centres, visitor attractions and major events, we have
an enviable reputation for providing outstanding hospitality and true
service excellence.

Through our established health and safety culture, we are a market leader in
providing food and some support services to major companies in the oil, gas,
mining and construction industries. For our defence sector clients, we are a
partner that runs efficient operations outside areas of conflict.

Compass Group PLC Annual Report 2018
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CHAIRMAN'’S STATEMENT

Consistent performance

Paul Walsh
Chairman

ANOTHER EXCELLENT YEAR

2018 was another excellent year for Compass as we continued

to create value by delivering consistent and sustainable financial
results. Revenues in North America once again grew strongly,
performance in Europe accelerated and Rest of World progressed
well. Margins improved further as we continued to focus on pricing
and efficiencies. Details of our operational and financial performance
can be found on pages 10 to 34.

We owe our success to our colleagues all over the world. Our
performance is testimony to their passion and commitment to
Compass and | would like to once again thank them for their hard
work during the year.

SHAREHOLDER RETURNS

As a result of our strong performance, the Board is recommending a
13.9% increase in the final dividend for the year of 25.4 pence per
share (2017: 22.3 pence per share). This results in a total dividend
for the year of 37.7 pence per share (2017: 33.5 pence per share),
an increase of 12.5%. The final dividend will be paid on 25 February
2019 to shareholders on the register on 18 January 2019.

SUCCESSION AND STRATEGY

On 31 December 2017, Richard Cousins, our long-standing

Chief Executive whose retirement was planned for 31 March 2018,
died tragically in a plane crash. We were all deeply shocked and
saddened by Richard’s passing. It was a great privilege to have
known him personally and to work with him these last few years.

As a result of Richard’s untimely death, Dominic Blakemore’s
appointment as Chief Executive was advanced from 1 April 2018 to
1 January 2018. Despite taking over in such sad circumstances, the

8 Compass Group PLC Annual Report 2018

transition was seamless and Dominic has led the organisation
resolutely to deliver another excellent set of results. Together with
the Board, he also reviewed and refreshed our strategy, which he
presented to investors in May.

The strategy, characterised by continuity and evolution, has

our core food business at its heart. We will continue to drive

our financial performance by delivering great food to clients

and consumers combined with a rigorous focus on execution.

As we seek to improve the quality and sustainability of our financial
results we will be putting even more emphasis on people and social
purpose. Our performance in 2018 reaffirms the Board’s confidence
in the strategy and business model, which are central to our long
term success (see pages 10 to 13).

Our Group Finance Director, Johnny Thomson, will stand down
from his role at the end of 2018. We are very grateful to Johnny for
his significant contribution to Compass over the last nine years and
wish him all the very best for the future. Karen Witts will succeed
Johnny as Group Chief Financial Officer. Karen, who joins us from
Kingfisher PLC, has financial and operational expertise that is
highly complementary to our team and brings with her a wealth

of experience in retail and technology. We very much look forward
to working with Karen as we continue to execute our strategy and
create value for shareholders.

CORPORATE RESPONSIBILITY

Our people are central to our ability to achieve our goals in a
responsible and sustainable manner. Two years ago, we sharpened
our focus on this important area to support the longer term ambition
of our business and stakeholders. As part of this strategic review,
we agreed to proactively support the UN Sustainable Development
Goals (SDGs) and selected those where we believe that we can
make the most positive impact. There is still much more to do

but | am pleased with the progress that we have made so far.

See pages 38 to 43 and www.compass-group.com for more

about our activities.

GOVERNANCE AND THE BOARD

Companies today are judged by their integrity and trustworthiness
as much as by their financial performance. One of my key
responsibilities as Chairman is to set the tone for Compass and
ensure good governance (see pages 44 to 100). In this | have been
extremely well supported by the members of the Board. With their
diverse backgrounds, they bring balance and a wealth of skills and
experience to our organisation that complements the talents of our
executive team. | thank them all for their valuable contribution as we
continue to maintain oversight of the strategic, operational and
compliance risks across the Group, define our path to success and
uphold the high standards expected of us.

In May 2018, we announced the appointments of Mrs Anne-
Francoise Nesmes and Mr John Bryant as non-executive directors
with effect from 1 July and 1 September 2018 respectively. These
appointments form part of an ongoing review of Board membership
to ensure that an appropriate number of independent non-executive
directors is maintained through orderly succession and without



compromising the effectiveness of the Board and its committees.
Don Robert’s nine year term of appointment came to an end on

8 May 2018 and he retired from the Board on 31 May 2018. John
Bason became the Senior Independent Director from 1 June 2018
in succession to Don.

We are delighted to welcome Anne-Francoise and John to the
Board. | am confident that their backgrounds and experience will
be invaluable assets to support the Company over the coming years.
| would also like to thank Don for his outstanding contribution to
Compass over the last nine years and to welcome John as the

new Senior Independent Director.

SUMMARY AND OUTLOOK

Compass had another very strong year. Revenue growth was
healthy, driven by excellent growth in North America, an
acceleration in Europe and good progress in Rest of World.

We continue to drive operating efficiencies around the business
and were able to move the margin slightly forward, with
improvements in Rest of World offsetting a more difficult volume
and cost environment in Europe, especially the UK.

Given the excellent cash generation and overall strength of the
Group, we have invested in the business to support the exciting long
term growth opportunities we see. At the same time, we continued to
reward our shareholders with strong dividend growth while reducing
our leverage back to our target of 1.5x net debt to EBITDA.

We are making progress with our strategy to focus on Performance,
People and Purpose. We have codified our best practices around
the Group and will now use our Management and Performance
(MAP) framework to roll them out across our larger markets.

We are actively managing the portfolio to increase our focus on
food and are in the process of disposing of up to 5% of revenues
in non-core businesses. We continually look at bolt-on acquisition
opportunities that strengthen our offer and meet our strict
returns criteria.

Our expectations for FY2019 are positive. The pipeline of new
contracts is strong and our focus on organic growth, efficiencies and
cash gives us confidence in achieving another year of progress. We
expect organic growth to be in the middle of our 4-6% range with
modest margin progression.

In the longer term, we remain excited about the significant
structural growth opportunities globally, the potential for further
revenue growth and margin improvement, combined with further
returns to shareholders.

ﬂéﬁ%
Paul Walsh
Chairman

20 November 2018

POSITION IN FTSE 100 INDEX
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OUR BUSINESS MODEL AND STRATEGY

A differentiated approach

A business model for organic growth

Our business model begins with organic growth, which we drive by
sectorising and sub-sectorising our business. This approach
differentiates us, and allows us to get close to our customers and
create bespoke and innovative solutions. Organic growth

is supplemented by small and medium sized acquisitions that

add capability or scale in our existing markets.

We focus on operational execution and generate efficiencies by
optimising our supply chain and diligently managing our food and
labour costs. These efficiencies enable us to reinvest in the significant
growth opportunities around the Group and to improve margins.

Our people
& culture

Our organic revenue growth, the scale it creates and our focus on
cost and efficiencies give us a competitive advantage. We can provide
our clients and consumers the best value in terms of quality and cost
and this, combined with sectorisation, helps drive long term
sustainable organic revenue growth.

Our people lie at the heart of our business. Our aim is to nurture an
engaged and highly capable workforce to win new business, manage
our units efficiently and effectively, and deliver the healthiest, most
innovative food solutions in a way that provides an exceptional
experience to our clients and consumers.

A strategy for shareholder value

Focus Prioritise
on food organic growth Best-in-class

execution, quality
Targeted approach to Select bolt-on and innovation

support services acquisitions

OUR PRIORITIES

Food is our focus and our
core competence. We take

a pragmatic and targeted
approach to other support
services, developing strategies
on a country by country basis.

10  Compass Group PLC Annual Report 2018

TO DRIVE GROWTH

Our preference is to grow
organically given that it yields
the highest returns and
leverages the significant
structural growth opportunity
in the global food services
market. However, we also
seek to invest in small to
medium sized acquisitions,
but only if they are attractive
targets that have the right
cultural fit and further
strengthen our organic
growth capabilities.

AND DELIVER FOR
CLIENTS

We are committed to providing
the best quality and value to
our clients with best-in-class
execution. We have increased
our focus on innovation in our
core food business to bring
more variety and excitement to
our offer as well as to improve
our operations.



Our values guide our actions
and behaviours

OPENNESS, TRUST
AND INTEGRITY

We set the highest ethical and professional
standards at all times. We want all our
relationships to be based on honesty,
respect, fairness and a commitment to
open dialogue and transparency.

PASSION FOR QUALITY

We are passionate about delivering
superior food and service and take pride
in achieving this. We look to replicate
success, learn from mistakes and develop
the ideas, innovation and practices that
will help us improve and lead our market.

WIN THROUGH TEAMWORK

We encourage individual ownership, but
work as a team. We value the expertise,
individuality and contribution of all
colleagues, working in support of each
other and readily sharing good practice in
pursuit of shared goals.

RESPONSIBILITY

We take responsibility for our actions,
individually and as a Group. Every day,
everywhere we look to make a positive
contribution to the health and wellbeing of
our customers, the communities we work
in and the world we live in.

CAN-DO SAFELY

We take a positive and commercially
aware ‘can-do’ approach to the
opportunities and challenges we face; we
always put safety first in everything we do.

Compass Group PLC Annual Report 2018 11



HOW WE CREATE VALUE

Long term stakeholder value

Our strategy is to focus on
food and our model for
creating value remains
unchanged. Its longevity

is down to its simplicity and
proven Success.

Food is our focus and our core
competence. We take a pragmatic and
targeted approach to other support
services. We prioritise organic growth and
invest in the business to drive new
business and retention (MAP 1) and
consumer sales (MAP 2). We focus
relentlessly on costs: this includes
managing the cost of food (MAP 3), in unit
labour costs and overheads (MAP 4) and
what we term above unit overheads (MAP
5). In large markets our scale enables us to
have lower food costs and to better
leverage our overhead costs. Operational
efficiency and effectiveness are key to
improving margins.

This focus on organic revenue growth and
margins helps grow our earnings and cash
flow. Our priorities for cash are clear and
simple. We invest to support organic
revenue growth of 4-6% and to generate
further efficiencies to modestly improve
margins. Capital expenditure can be up to
3.5% of sales. We invest in bolt-on
acquisitions that add capability or scale in
an existing market and whose returns
exceed the cost of capital by year two.

Having invested to support and maintain
the long term growth prospects of the
business, we reward our shareholders with
our ordinary dividend which grows in line
with constant currency earnings. In
addition, we return any surplus capital that
is not reinvested in the business we return
to shareholders via share buybacks or
special dividends to maintain net debt/
EBITDA around 1.5x.

12  Compass Group PLC Annual Report 2018

MRE
We use the Management and

Performance (MAP) framework
across the business.

MAP 1: CLIENT SALES
AND MARKETING

MAP 1 is about winning new business
and retaining our existing clients. We
invest in sales and retention and are
increasingly sectorising and sub-
sectorising the business around the world
to allow us to get closer to our customers.
This approach allows us to develop
bespoke offers that best meet our

clients’ needs.

MAP 2: CONSUMER SALES
AND MARKETING

Like for like revenue consists of both
volume and price. Therefore, it is heavily
influenced both by the number of people
at a client’s site and by macroeconomic
conditions. We are making good progress
with intelligent marketing programmes
and training schemes as we work hard to
attract and satisfy our customer base with
strong consumer propositions.

MAP 3: COST OF FOOD

Food makes up around one third of our
costs. In addition to the benefits of our
scale in food procurement, we are able to
manage food costs through careful menu
planning and by rationalising the number
of products we buy and the suppliers we
buy them from.

MAP 4: IN UNIT COSTS

In unit costs are made up predominantly
of labour. We focus on getting the right
people in the right place at the right time.
By using labour scheduling techniques
and improving productivity, we are

able to deliver the optimum level of
service in the most efficient way.

MAP 5: ABOVE UNIT
OVERHEADS

Having reduced the percentage of above
unit overheads considerably since MAP
was first introduced in 2006 by creating a
simpler organisational model with fewer
layers of management and less
bureaucracy, we now strive to leverage
those gains by maintaining overheads low
whilst we continue to grow revenue.

INVESTMENT
Capex of up to 3.5% of sales — bolt-on M&A

HOW WE CREATE
VALUE

MARGINS
modest margin
mprovement
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WHO WE CREATE VALUE FOR

We have a wide range of stakeholders that includes clients, consumers, colleagues, suppliers and
shareholders as well as the communities in which we operate. We seek to create value for all

our stakeholders and aim to engage with them and take into account their feedback,
incorporating it where we can, to ensure that we all benefit from Compass’ success.

PERFORMANCE

CLIENTS & CONSUMERS

We have a diverse range of clients,

from large corporations and hospitals

to schools, universities and sports arenas.
We have an even wider range of
consumers in terms of the employees,
students, patients and sports fans that
come to our restaurants and cafés at our
client sites.

Across this extraordinarily diverse base,
we are conscious of the need to offer all

of our clients and consumers ‘value’ in
terms of cost, quality, and innovation.

We also work closely with them to

promote and drive a nutritional health

and wellness agenda that suits the needs
of their specific organisation and paves the
way for healthier, more balanced lifestyles.

INVESTORS

We create long term value for our investors
by focusing on our core food business and
delivering sustainable organic revenue
growth between 4-6% with modest margin
improvement and strong cash generation.
We reinvest in the business via capital
expenditure and bolt-on M&A to support
the long term growth prospects of the
business and reward shareholders via the
ordinary dividend, special dividends and
share buybacks. Within this framework

we promote the links between sustainable
operations and long term financial success.

Compass is a people-powered business.
Our ¢.600,000 colleagues are fundamental
to delivering high quality food and service
and maintaining our reputation.

We continue to develop and promote

our talent. This year, two thirds of

our operational appointments into our
leadership group were internal. Promoting
internally helps us share learnings more
quickly, and builds and strengthens the
Compass culture which is so important to
our success.

We continue to focus on the

engagement of our people and, this year,
we significantly increased our engagement
with face to face conversations with
colleagues in markets that account for
90% of our revenue to gain a deeper
understanding of their views. They told us
that the camaraderie that comes from
being part of a high performing team, and
more focus on recognition, training and
promotion were key to increasing their
levels of engagement.

As a result, we are investing further in unit
manager training and development, and
launching a Group wide leadership
programme aimed solely at unit managers
to help them engage, lead and motivate
their teams in unit even more effectively.

We continue to make progress on our
diversity and inclusion agenda. In the last
year we have improved all our ratios across
populations in the key focus area of
gender diversity, increasing female
representation as follows:

e Executive Board: 11% to 25%
e |eadership group: 28% to 30%
e Management: 40% to 42%

We continue to focus on developing an
inclusive and welcoming environment for
all people with diverse backgrounds,
talents, skills and abilities through our
people strategy, including our approach
to succession planning, development
opportunities and the way we recruit

and attract.

PURPOSE

CONSUMERS, COLLEAGUES,
SUPPLIERS & THE
ENVIRONMENT

Having a purpose matters, in business
as in life: companies perform best over
time if their purpose goes beyond profit.
Consumers will tend to recommend a
company with purpose and younger
generations want to work for an
organisation with a positive impact on
the world.

At the same time, every business has a
social impact on the life of employees,
customers and suppliers, their families
and communities. This is why at
Compass we decided to embrace

a new social purpose around two
cornerstones: safety as care and a
renewed commitment to sustainability.

We believe that caring for each other is
what will drive us to further improve our
global performance both in occupational
and food safety. And we believe that
renewing our commitment to people’s
health and wellbeing, environment,
responsible sourcing and local
communities is the way to make our
growth sustainable in the long term.
Simply put, we are committed to do the
right thing.

We have a fantastic opportunity to educate
our consumers and our people on health
and wellness and to drive healthy menus
more actively and more broadly across our
client base.

We are also championing initiatives that
help the environment. Stop Food Waste
Day began in the USA in 2017 and
expanded into a global programme in
2018. We are considering other new
initiatives around packaging and plastics
that benefit the environment and change
behaviour for good.

We also continue to collaborate with our
partners throughout the entire supply
chain to deliver sustainable, scalable and
secure solutions for food and its
production to ensure that we source our
food and non-food products in a
transparent and sustainable manner.
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CHIEF EXECUTIVE'S REVIEW

A sharper focus

Dominic Blakemore
Group Chief Executive

2018 PERFORMANCE

I’'m delighted to report that Compass had another strong year. Since
taking over in January 2018, my main priority has been to continue
to drive the business forward and deliver the financial performance

and value creation that our stakeholders have come to expect from

Compass.

Revenue for the Group grew by 5.5% on an organic basis. New
business wins were 9.1% driven by strong MAP 1 (client sales and

marketing) performance in all regions. Our retention rate was 94.9%

as a result of our ongoing focus and investment, and like for like
revenue grew by 1.5% reflecting sensible price increases partially
offset by weak volumes in our commodity related business and in
the UK. On a statutory basis, revenue grew by 1.8%, which reflects
5.5% organic growth offset by an impact of 3.7%, mainly due to
adverse currency movements.

Underlying operating profit increased by 7.1% on a constant
currency basis. Operating profit margin increased modestly as we
continue to work hard to drive efficiencies across the business. We
have maintained our focus on MAP 3 (cost of food) with initiatives
such as supplier and product rationalisation, menu planning and

waste reduction programmes. Optimising MAP 4 (labour and in unit

costs) and MAP 5 (above unit overheads) with initiatives around
better labour scheduling, workforce management, work design and
an increased focus on training and retention have become ever
more important in markets like the UK and the USA where labour
inflation has been accelerating. These efficiencies combined with
price increases have enabled us to offset cost pressures and
continue to reinvest in the business to support the exciting growth
opportunities we see around the world. On a statutory basis,
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operating profit grew by 1.5%, which reflects a 6.4% increase
organically, offset by an impact of 4.9%, mainly due to the adverse
impact of currency translation.

As a result of the business’ continued strong earnings growth and
cash flow generation we declared an annual dividend of 37.7 pence
per share, up 12.5% on the prior year.

GROUP STRATEGY

We have refreshed our strategy to ensure that we improve the
long term quality and sustainability of our financial results. In
addition to financial performance, companies are increasingly
expected to manage social and environmental matters and
demonstrate the good corporate practices that are so essential to
sustainable long term growth. By stepping up the intensity with
which we manage the business and with a disciplined focus on
Performance, People and Purpose as our main strategic priorities,
we are well placed to continue to create sustainable long term
value for all of our stakeholders.



PERFORMANCE

We remain focused on food, our core competence. The food
services market is estimated to be more than £200 billion. With only
about 50% of the market currently outsourced and another 26% of
the market in the hands of small and regional players, we see a large
and exciting structural growth opportunity.

The large and disparate nature of the food services market makes it
impossible to offer clients a one size fits all solution. Therefore, we
segment the market into various sectors and subsectors using our
portfolio of B2B brands. This allows us to get close to our clients,
understand their needs and create different and exciting offers that
meet their requirements and differentiate us from the competition.

We are the largest player in the market. As we continue to grow and
increase our scale, we further consolidate our competitive advantage
and our position as the most efficient provider. This allows us to offer
our clients and consumers the most exciting and innovative
solutions, as well as the best value.

The ability to innovate is also very important to help meet our clients’
and consumers’ rapidly evolving tastes and needs. We have industry
leading chefs who develop varied menus that reflect food trends in
different markets. In North America, we also have a team that
develops industry leading digital solutions for our clients including
the use of apps and kiosks as well as a team dedicated to data
analytics.

MAP CULTURE

For over 10 years, we have used our Management and Performance
(MAP) framework to drive performance across the business. It is a
simple framework that we all use to help us focus on a common set
of business drivers, whether it is winning new business in the right
sectors with the right terms (MAP 1), increasing our consumer
participation and spend (MAP 2), reducing our food costs (MAP 3),
our labour costs (MAP 4) or our overheads (MAP 5).

We are stepping up the intensity with which we manage
performance and will continue to use MAP to ensure we have a
disciplined focus on execution.

We already have good processes with regards to sales and

retention (MAP 1). We have developed a suite of best practices and
processes to help us execute with more intensity and consistency
across the Group. Our areas of focus will be pricing (MAP 2),
purchasing (MAP 3) and productivity (MAP 4). We will start with our
top 10 markets and expand the roll out and adoption to other
markets in due course.

PORTFOLIO

To continue to drive our performance we are actively managing

our portfolio of businesses. Targeted and disciplined bolt-on
acquisitions strengthen our capabilities and are an important

way to enhance our organic growth potential. M&A has also

proven to be an extraordinary source of talent. This year, our largest
acquisition was Unidine in the USA which strengthened our
capability in the growing and attractive senior living segment.

We have also decided to simplify our portfolio. This will allow us to
focus on food, our core competence, in our key markets. The
process will involve the disposal (and in the case of some smaller
markets, exit) of up to 5% of revenues of non-core support services
or food businesses based on their potential — be that market growth,
scalability, or our own position and capability. For example, in 2018
we have sold our ‘meals on wheels’ business in the USA and exited
Gabon.

PEOPLE

People are our biggest source of competitive advantage and the

key to delivering great food and services to our clients and
consumers together with great financial results. We are in the
process of further enhancing our employee proposition to ensure we
have an engaged, high performing, and fulfilled workforce that truly
reflects the diversity of the societies we live in and the communities
we serve.

We are committed to giving our people the safest and fairest
environment in which to work. In addition, we are leveraging our
market leadership and our great culture to:

e attract and develop the best leaders

e recruit, retain and develop the highest quality unit managers in
the industry

e have the best and most inclusive work places in the world with a
fully engaged workforce

e have a diverse workforce that mirrors the communities in which
we operate

You can read more about what we are doing to improve our people
proposition on pages 26 to 27.
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Chief Executive’s review continued

PURPOSE

Our purpose is first and foremost a social purpose, the foundation
of which is a safety culture built around caring for people combined
with personal and food safety. In addition, we want to integrate our
sustainability strategy into the business. It will focus on:

e increasing the role of health & wellbeing in our value proposition

e taking targeted actions where we can make the greatest
environmental difference

e driving positive outcomes beyond our business to make the world
a better place, such as our continued work with our suppliers to
source product responsibly and our commitment to enriching
local communities

We already have a strong commitment to corporate responsibility
and great initiatives like our global Stop Food Waste Day. We are
now building on this existing strength and working more proactively
with our clients and consumers in those areas.

You can read more about what we are doing in this area on pages
38 to 43 and on www.compass-group.com.

CASH, BALANCE SHEET AND RETURNS TO
SHAREHOLDERS

Excellent cash flow generation, a strong balance sheet and returns
to shareholders continue to be an integral part of our business
model. Our priorities for how we use our cash remain unchanged.
We will continue to: (i) invest in the business to support organic
growth where we see opportunities with good returns; (ii) grow the
dividend in line with underlying constant currency earnings per
share; (iii) pursue M&A opportunities; our preference is for small to
medium sized bolt-on acquisitions, where we look for returns greater
than the cost of capital by the end of year two; (iv) maintain strong
investment grade credit ratings by returning any surplus cash to
shareholders to target net debt to EBITDA of around 1.5x.
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SUMMARY AND OUTLOOK

Compass had another very strong year. Revenue growth was
healthy, driven by excellent growth in North America, an
acceleration in Europe and good progress in Rest of World.

We continue to drive operating efficiencies around the business
and were able to move the margin slightly forward, with
improvements in Rest of World offsetting a more difficult volume
and cost environment in Europe, especially the UK.

Given the excellent cash generation and overall strength of the
Group, we have invested in the business to support the exciting long
term growth opportunities we see. At the same time, we continued to
reward our shareholders with strong dividend growth while reducing
our leverage back to our target of 1.5x net debt to EBITDA.

We are making progress with our strategy to focus on Performance,
People and Purpose. We have codified our best practices around
the Group and will now use our Management and Performance
(MAP) framework to roll them out across our larger markets.

We are actively managing the portfolio to increase our focus on
food and are in the process of disposing of up to 5% of revenues
in non-core businesses. We continually look at bolt-on acquisition
opportunities that strengthen our offer and meet our strict

returns criteria.

Our expectations for FY2019 are positive. The pipeline of new
contracts is strong and our focus on organic growth, efficiencies and
cash gives us confidence in achieving another year of progress. We
expect organic growth to be in the middle of our 4-6% range with
modest margin progression.

In the longer term, we remain excited about the significant
structural growth opportunities globally, the potential for further
revenue growth and margin improvement, combined with further
returns to shareholders.

Dominic Blakemore
Group Chief Executive

20 November 2018



Performance

Innovation is important to us and helps us meet
the evolving tastes and needs of our clients and
consumers. Our industry leading chefs are
passionate about developing menus that reflect
food trends in our different markets

PAST@MPANY

"IE an'n s 5“ In 2018, Compass was ranked the number one
food service company in the Fast Company list of the
c“MMNIEs world’s top 50 innovative companies.
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KEY PERFORMANCE INDICATORS

Measuring progress

We track our performance against a mix of financial and non-financial measures, which we believe
best reflect our strategic priorities of growth, efficiency and shareholder returns underpinned by safe
and responsible working practices.

KPI METRICS

Our strategic priorities are driven by our goal to deliver shareholder value and we use a number of financial KPIs to measure our progress.
Growing the business and driving ongoing efficiencies are integral to our strategy. The importance of safety in everything we do is
demonstrated by three non-financial performance indicators that we use across our business.

STRATEGIC FINANCIAL
ORGANIC REVENUE GROWTH

Organic revenue growth
compares the underlying
revenue delivered from
continuing operations in the
current year with that from
the prior year, adjusting for
the impact of acquisitions,
disposals and exchange
rate movements.

WHY WE MEASURE
Our organic revenue
performance embodies

our success in growing and
retaining our customer
base, as well as our ability to
drive volumes in our existing
business and maintain
appropriate pricing levels in
light of input cost inflation.

14

8'G

2014 2015

9.5%

0'S

2016

UNDERLYING OPERATING MARGIN

Underlying operating
margin divides the
underlying operating

profit before share of profit
of associates by

the underlying revenue.

WHY WE MEASURE
The operating profit margin
is an important measure

of the efficiency of our
operations in delivering
great food and support
services to our clients

and consumers.

L
L

2014 2015

7.4%

L

2016

(14

2017

V'L

2017

2018

V'L

2018

FINANCIAL
RETURN ON CAPITAL EMPLOYED (ROCE)

ROCE divides the net 2 O ) 3 %

operating profit after tax
(NOPAT) by the 12 month
average capital employed.
NOPAT is calculated as
underlying operating profit
less operating profit of
non-controlling interests, net
of income tax at the
underlying rate of the year.

WHY WE MEASURE
ROCE demonstrates how we
have delivered against the
various investments we
make in the business, be it
operational expenditure,
capital expenditure or infill
acquisitions.

€61

161

V61
€02
€02

2014 2015 2016 2017 2018

NON-FINANCIAL

HEALTH AND SAFETY
GLOBAL LOST TIME INCIDENT FREQUENCY RATE

-39%

(since 2014)

Cases where one of our
colleagues is away from
work for one or more shifts
as a result of a work related
injury or illness.

WHY WE MEASURE

A reduction in lost time
incidents is an important
measure of the effectiveness
of our safety culture.

It also lowers rates of
absenteeism and costs
associated with work related

injuries and illnesses.

2014 2015 2016 2017 2018

Throughout the Strategic Report, and consistent with prior years, underlying and other alternative performance measures are used to describe the Group’s performance.
These are not recognised under IFRS or other generally accepted accounting principles (GAAP). The Executive Board of the Group manages and assesses the performance
of the business on these measures and believes they are more representative of ongoing trading, facilitate meaningful year on year comparisons and hence provide more
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UNDERLYING BASIC EARNINGS PER SHARE

77.6p

Underlying basic earnings

per share divides the
underlying attributable profit by
the weighted average number
of shares in issue during

the year.

WHY WE MEASURE
Earnings per share measures
the performance of the Group
in delivering value to
shareholders.

FOOD SAFETY

GLOBAL FOOD SAFETY INCIDENT RATE

Cases of substantiated food
safety incidents, including
food borne illnesses.

WHY WE MEASURE

The Food Safety Incident Rate
is a helpful measure of our
ability to provide food that is
safe and of the right quality

to our consumers globally.

8

2014

L'€S

2015

19

2016

-33%

(since 2014)

2014

2015

2016

€L

2017

2017

9'LL

2018

2018

The Group KPIs should be read in conjunction with the
Strategy and Risk sections.

@ See pages 10 to 13 and 35 to 37 respectively

UNDERLYING FREE CASH FLOW

£1,141m

Measures cash generated
by continuing operations,
after working capital, capital
expenditure, interest and
tax but before acquisitions,
disposals, dividends and
share buybacks.

WHY WE MEASURE
Measures the success of the
Group in turning profit into cash
through the careful
management of working capital
and capital expenditure.
Maintaining a high level of cash
generation supports our
progressive dividend policy.

806
vL6
Il

LEL
ceL

2014 2015 2016 2017 2018

ENVIRONMENT
GHG INTENSITY RATIO

GHG intensity ratio relating 1 40/
to the top 20 countries, - (o]
which represent 94% (since 2014)

of total Group revenue.

WHY WE MEASURE

Since 2008, we have been
focused on lowering our carbon
emissions to reduce our impact
on the environment and
increase operational efficiency.
We measure greenhouse

gas emissions to assess

our progress.

€L
L9
L9

09

2014 2015 2016 2017 2018

useful information to shareholders. Underlying and other alternative performance measures are defined in the glossary of terms on pages 202 and 203. A summary of the
adjustments from statutory to underlying results is shown on page 166 and further detailed in the consolidated income statement (page 108), reconciliation of free cash flow
(page 113), note 1, segmental reporting (pages 122 to 125) and note 5, tax (pages 129 and 130).

Compass Group PLC Annual Report 2018 19

(%)
-
£
o]
m
@
(2]
2
m
ol
(=]
)
]




Our North American business delivered a very strong performance,
with organic revenue growth of 7.8%. Growth was driven by good
levels of new business wins and the retention rate remained
excellent at around 97%. Like for like revenue growth was positive
reflecting pricing and some positive volumes, especially in Sports &
Leisure, offsetting ongoing declines in the Offshore & Remote sector,
which remained challenging.

Our Business & Industry sector growth was driven by double digit
new business. New contract wins include Lockheed Martin, Nvidia
and Honda Canada.

Strong organic growth in our Healthcare & Seniors sector was driven
by good net new business. New contract wins include Inspira Health
Network, as well as additional business with HumanGood senior
dining and Regional Health system.

A solid organic revenue performance in our Education sector reflects
good retention and some like for like growth. Contract wins include
the San José State University, Florida International University and
Emerson College.
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With a retention rate of close to 100%, and some improvements in
like for like volumes, our Sports & Leisure business continues to
deliver a strong organic revenue growth performance. Contract wins
include the Levi's Stadium, home of the San Francisco 49ers and
the Kentucky International Convention Center.

Our small Offshore & Remote business remains challenging due to
ongoing volume declines, pricing pressures and client closures.

Underlying operating profit of £1,120 million increased by 9.2%
(£94 million) on a constant currency basis. Margins were
maintained with the benefits of ongoing efficiency initiatives offset by
above average labour inflation and higher mobilisation costs.




UNDERLYING
REVENUE

£13,785m

(2017: £13,322m)

FINANCIAL SUMMARY

Revenue

Operating profit

Operating margin

Region as a % of Group revenue

ORGANIC
REVENUE
GROWTH

+7.8%

(2017: +7.1%)

UNDERLYING
OPERATING
PROFIT

£1,120m

(2017: £1,082m)

UNDERLYING

2018

£13,785m
£1,120m

8.1%

59.3%

REPORTED
RATES

£13,322m
£1,082m

UNDERLYING
OPERATING
MARGIN

8.1%

(2017: 8.1%)

CHANGE

CONSTANT

CURRENCY ORGANIC

CONTRIBUTION
TO GROUP
REVENUE

59.3%

(2017: 58.3%)

UNDERLYING
REVENUE BY
SECTOR

31%
29%

1. Business & Industry

2. Healthcare & Seniors
3. Education 23%
4. Sports & Leisure 15%
5. Defence, Offshore & Remote 2%




REGIONAL REVIEW

Europe

. L . S e -

Organic revenue in Europe accelerated in the second half of the
year as expected, with growth of 2.1% for the full year reflecting
improving net new business, especially in the UK, Spain and

in DACH (Germany, Austria and Switzerland).

Our new business performance includes contract wins with ING

in the UK and the Netherlands, Generali in France, Aker BP in
Norway and TAP in Portugal. Contract extensions include Peugeot
in France, Total in Belgium, Siemens in Switzerland and Virgin
Trains in the UK.
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Underlying operating profit declined by 4.4% (£18 million) on a
constant currency basis. The benefits from the cost of change
actions taken in the first half of the year have been delivered in the
second half of the year as expected, and the profit decline has
stabilised in the fourth quarter. However, these benefits were not
sufficient to offset the challenging volume and cost environment in
the UK and additional mobilisation costs associated with the higher
levels of organic revenue growth in the second half of the year. As a
result, the underlying operating margin declined by 50 basis points
t0 6.8%.




UNDERLYING

UNDERLYING ORGANIC
REVENUE REVENUE OPERATING
GROWTH PROFIT
£5,783m +2.1% £395m

(2017": £5,598m) (2017%: +0.9%) (2017%: £411m)

o

UNDERLYING
OPERATING
MARGIN

6.8%

(2017%: 7.3%)

FINANCIAL SUMMARY

UNDERLYING CHANGE

REPORTED  CONSTANT

2018 2017 RATES  CURRENCY ORGANIC
REVERE £5,598m 3.3% 2.7% 2.1%
Operating profit £411m (3.9)% (4.4)% (4.6)%
Operating margin 7.3% (50)bps
Region as a % of Group revenue 24.5%

1. Prior year comparatives have reclassified Turkey from Europe region into Rest of World region.

A

CONTRIBUTION
TO GROUP
REVENUE

24.9%

(2017*: 24.5%)

UNDERLYING
REVENUE BY
SECTOR

o
f

1. Business & Industry 57%
2. Healthcare & Seniors 16%
3. Education 13%
4. Sports & Leisure 7%

5. Defence, Offshore & Remote 7%



REGIONAL REVIEW

Rest of World

Organic revenue in our Rest of World region grew by 2.9%.
Excluding the Offshore & Remote business, organic revenue grew by
5.0% driven by a strong performance in Turkey and Spanish
speaking Latin America. The Offshore & Remote business declined
by 3.0%, a faster rate than the first half of the year as one of the last
large construction contracts in Australia moved into production
towards the end of the financial year.

Outside Australia, our commodity related business is stabilising and
we have been winning and retaining contracts including Total in
Argentina, Codelco Andina in Chile and Drummond in Colombia.

The Business & Industry, Healthcare and Education sectors of the
region, especially in India, China and Turkey, continue to experience
good growth, however Brazil remains challenging. New business
wins include BIBS in China, Google in India, National Gallery of
Victoria in Australia and Banvit in Turkey. We continue to retain
contracts with The Warehouse in New Zealand, Kumamoto
University Hospital in Japan and Mondelez in Brazil.
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Underlying operating margins improved, reflecting the continued
benefits from our 2015-2016 restructuring programme, improved
overhead leverage in growing markets and the timing of contracts
moving from construction to production. Underlying operating profit
improved by 14.5% (£35 million) on a constant currency basis, with
an underlying margin improvement of 80 basis points to 7.5%.




UNDERLYING (0] 3{e7.1,] [od UNDERLYING UNDERLYING
REVENUE REVENUE OPERATING OPERATING
GROWTH PROFIT MARGIN
£3,671m +2.9% £276m 7.5%
(2017%: £3,932m) (2017%: -1.2%) (2017%: £265m) (2017 6.7%)
FINANCIAL SUMMARY
UNDERLYING CHANGE
REPORTED ~ CONSTANT
2018 2017 RATES  CURRENCY ORGANIC
Revenue £3,671m [EEsEeER] (6.6)% 2.6% 2.9%
Operating profit £276m £265m 4.2% 14.5% 15.1%
Operating margin 7.5% 6.7% 80bps
Region as a % of Group revenue 15.8% 17.2%

1. Prior year comparatives have reclassified Turkey from Europe region into Rest of World region.

CONTRIBUTION
TO GROUP
REVENUE

15.8%

(2017%: 17.2%)

UNDERLYING
REVENUE BY
SECTOR

‘5 1
4

\

1. Business & Industry 42%
2. Healthcare & Seniors 14%
3. Education 7%
4. Sports & Leisure 8%

5. Defence, Offshore & Remote 29%




PEOPLE REPORT

A renewed commitment

Robin Mills
Group HR Director

BEING A TRUE PEOPLE BUSINESS

The focus on our people has never been greater at Compass,

and we regard our people, and the way we organise, engage and
motivate them, as our critical competitive advantage. This year saw
the important transition of our Group CEO from Richard Cousins to
Dominic Blakemore, the result of careful succession planning.
Continuity and careful talent management take place across the
Group and are a foundation of our success.

A FOCUS ON LEADERSHIP

In all, 27 senior operational executives were appointed to roles in the
leadership group of around 350, two thirds of whom were internal
appointments. This is the ratio we believe provides the right level of
continuity and business knowledge, balanced with fresh ideas,
experience and skills from other industries and sectors. Internal
promotion helps us share learnings more quickly, and builds and
strengthens the Compass culture which is so important to our success
—a performance focus whilst using humility and individual personality
to build strong relationships inside and outside the organisation.

We aim to continue our succession planning processes with this
ratio in mind.

EVEN HIGHER LEVELS OF ENGAGEMENT

Our success comes from the dedication and expertise of our unit
teams. This year we announced a significant investment in
engagement and have undertaken face to face conversations with
colleagues in markets that account for 90% of our revenue to gain
an even deeper understanding of their views, what we mean to
them, and how we build fair and engaging workplaces. Rather than
embarking on the traditional attitude survey and questionnaire
based activity, we sought authentic insight through nearly 1,000
hours of face to face conversations, and over 200 hours of focus
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groups. Our colleagues told us that they value the camaraderie that
comes from being part of a high performing team, and that more
focus on recognition, training and promotion were key to increasing
their levels of engagement.

THE BEST UNIT MANAGERS

As a result we are investing further in unit manager training and
development, and launching a Group wide leadership programme
aimed solely at unit managers to help them engage, lead and
motivate their teams even more effectively.

A WELCOME FOR ALL

We continue to make progress on our diversity and inclusion agenda
and in the last year have improved all our ratios across populations
in the key focus area of gender diversity.

EXECUTIVE BOARD (% FEMALE)

11%

LEADERSHIP GROUP (% FEMALE)

28%

MANAGEMENT (% FEMALE)

40%

m2017 W2018

At the same time, we continue to focus on developing an inclusive
and welcoming environment for all people with diverse backgrounds,
perspectives, talents, skills and abilities through our people strategy
including our approach to succession planning, development
opportunities and the way we recruit and attract. We have received
recognition in a number of our geographies for the actions we have
taken so far with particularly noteworthy examples in the US,
Australia and Japan.

There is more work to do here and we are optimistic our
implementation of Diversity and Inclusion Action Councils across the
Group, the continued use of clear measures and objectives, and our
approach to fairness will continue to move us in the right direction.

QUALITY PEOPLE, IN A FRAMEWORK OF CLEAR
ACCOUNTABILITY
Our success comes from developing and recruiting the best people,

and giving them clear accountability within a simple framework of
clear values and priorities.

Our organisational model remains unchanged, but our energy and
focus on our people continues to grow.






BUSINESS REVIEW

Strong performance

Johnny Thomson
Group Finance Director

2018 has been another strong year with good organic revenue growth of 5.5%, underlying margin of 7.4% and an increase in
free cash flow of 17.1%.

FINANCIAL SUMMARY

2018 2017 Increase/
£M £M (decrease)

Revenue
Underlying at constant currency 23,239 21,839 6.4%
Underlying at reported rates 23,239 22,852 1.7%
Statutory 22,964 22,568 1.8%
Organic growth 5.5% 4.0%
Total operating profit
Underlying at constant currency 1,741 1,626 7.1%
Underlying at reported rates 1,741 1,705 2.1%
Statutory 1,690 1,665 1.5%
Operating margin
Underlying at reported rates 7.4% 7.4% -
Profit before tax
Underlying at constant currency 1,627 1,517 7.3%
Underlying at reported rates 1,627 1,591 2.3%
Statutory 1,520 1,560 (2.6)%
Basic earnings per share
Underlying at constant currency 77.6p 69.0p 12.5%
Underlying at reported rates 77.6p 72.3p 7.3%
Statutory 71.0p 71.3p (0.4)%
Free cash flow
Underlying at reported rates 1,141 974 17.1%
Full year dividend per ordinary share 37.7p 33.5p 12.5%
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SEGMENTAL PERFORMANCE

Underlying revenue! Underlying revenue growth
2018 20177 Reported Constant

£M £M rates currency Organic

North America 13,785 13,322 35% 9.1% 7.8%

Europe 5,783 5,598 3.3% 2.7% 2.1%

Rest of World 3,671 3932 (6.6)% 2.6% 2.9%

Total 23,239 22,852 1.7% 6.4% 5.5%

Underlying operating profit! Underlying operating margin®

2018 20172 2018 20172

£M £M % %

North America 1,120 1,082 8.1% 8.1%

Europe 395 411 6.8% 7.3%

Rest of World 276 265 7.5% 6.7%
Unallocated overheads (70) (70)

Total before associates 1,721 1,688 7.4% 7.4%
Associates 20 17
Total 1,741 1,705

1. Definitions of underlying measures of performance can be found in the glossary on pages 202 and 203.
2. Prior year comparatives have reclassified Turkey from Europe region into Rest of World region.

STATUTORY AND UNDERLYING RESULTS

2018 2017
Statutory Adjustments Underlying Statutory Adjustments Underlying
£M £M £M M £M

Revenue 22,964 275 23,239 22,568 284 22,852
Operating profit 1,690 51 1,741 1,665 40 1,705
Net loss on sale and closure of businesses (58) 58 - - - -
Net finance costs (112) (2) (114) (105) 9) (114)
Profit before tax 1,520 107 1,627 1,560 31 1,591
Tax (387) (3) (390) (389) (15) (404)
Profit after tax 1,133 104 1,237 1,171 16 1,187
Non-controlling interest (8) - (8) (10) - (10)
Attributable profit 1,125 104 1,229 1,161 16 1,177
Average number of shares (millions) 1,584 - 1,584 1,628 - 1,628
Basic earnings per share (pence) 71.0p 6.6p 77.6p 71.3p 1.0p 72.3p
EBITDA 2,241 2,188
Gross capex 813 717
Free cash flow 1,141 974

Further details of the adjustments can be found in the consolidated income statement, note 1 segmental reporting and note 32 statutory and underlying results.
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Business Review continued

STATUTORY RESULTS

On a statutory basis, revenue was £22,964 million (2017: £22,568
million), an increase of 1.8%, which reflects 5.5% organic revenue
growth offset by an impact of 3.7%, mainly due to adverse
currency movements.

Operating profit was £1,690 million (2017: £1,665 million), an
increase of 1.5% over the prior year, which reflects a 6.4% increase
organically, offset by an impact of 4.9%, mainly due to adverse
currency movements.

As part of the strategic review of the business, the Group is in the
process of selling or exiting its operations in a number of countries,
sectors or businesses. As a result, the Group has recognised a net
£58 million loss on sale and closure of businesses. This balance
includes a £19 million write-down of net assets for businesses that
are held for sale where the carrying amount was higher than net
realisable value. The remaining £39 million consists of a net gain on
disposal offset by asset write-downs and exit costs relating to
committed or completed business exits.

Net finance costs were £112 million (2017: £105 million).

Profit before tax was £1,520 million (2017: £1,560 million) giving
rise to an income tax expense of £387 million (2017: £389 million),
equivalent to an effective tax rate of 25.5% (2017: 24.9%).

Basic earnings per share were 71.0 pence (2017: 71.3 pence),
a decrease of 0.4% as the impact of foreign exchange offset
higher profits.

UNDERLYING RESULTS

Throughout this Annual Report, and consistent with prior years,
underlying and other alternative performance measures are used to
describe the Group’s performance. These are not recognised under
International Financial Reporting Standards (IFRS) or other generally
accepted accounting principles (GAAP).

The Executive Board of the Group manages and assesses the
performance of the business on these measures and believes they
are more representative of ongoing trading, facilitate meaningful year
on year comparisons, and hence provide more useful information to
shareholders. Underlying measures are defined in the glossary of
terms on pages 202 and 203.

A summary of adjustments from statutory results to underlying
results is shown in note 32 on page 166 and further detailed in the
consolidated income statement (page 108), reconciliation of free
cash flow from operations (page 113), note 1 segmental reporting
(pages 122 to 125) and note 33 organic revenue and organic profit
(page 167).

UNDERLYING REVENUE

On an organic basis, revenue increased by 5.5%. New business
wins were 9.1% driven by strong MAP 1 (client sales and marketing)
performance in all regions. Our retention rate was 94.9% as a result
of our ongoing focus and investment, and like for like revenue grew
by 1.5% reflecting sensible price increases partially offset by weak
volumes in our commaodity related business and in the UK.
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UNDERLYING OPERATING PROFIT

Underlying operating profit was £1,741 million (2017: £1,705
million), an increase of 2.1%. If we restate 2017’s profit at the 2018
average exchange rates, it would have decreased by £79 million to
£1,626 million. On a constant currency basis, underlying operating
profit has therefore increased by £115 million, or 7.1%.

UNDERLYING OPERATING MARGIN

We continue to drive efficiencies across the business through our
MAP framework. Operating profit margin increased modestly as we
continued to work hard to drive efficiencies across the business.
Cost efficiencies combined with price increases enable us to offset
cost pressures and continue to reinvest in the business to support
the exciting growth opportunities we see around the world.

UNDERLYING FINANCE COSTS

The underlying net finance cost was £114 million (2017: £114
million). For 2019, we expect an underlying net finance cost of
around £120 million.

UNDERLYING TAX CHARGE

On an underlying basis, the tax charge was £390 million (2017:
£404 million), equivalent to an effective tax rate of 24.0% (2017:
25.4%). The change primarily reflects the reduction in the US
federal tax rate introduced by the enactment of the Tax Cuts and
Jobs Act and the continuing impact of the implementation of OECD
BEPS measures in certain countries in which we operate. The tax
environment continues to be very uncertain, with more aggressive
tax authority positions and investigations globally. However, our
current expectations are that the 2019 effective tax rate will remain
consistent with the 2018 rate.

UNDERLYING BASIC EARNINGS PER SHARE
The underlying basic earnings per share was 77.6 pence (2017:
69.0 pence), an increase of 12.5% on a constant currency basis.

DIVIDENDS

Our dividend policy is to grow the dividend in line with growth in
underlying constant currency earnings per share.

In determining the level of dividend in any year in accordance with
the policy, the Board also considers a number of other factors that
influence the proposed dividend, which include but are not
limited to:

¢ the level of available distributable reserves in the Parent Company

e future cash commitments and investment needs to sustain the
long term growth prospects of the business

e potential strategic opportunities

e the level of dividend cover

Further surpluses, after considering the matters set out above, are
distributed to shareholders over time by way of special dividend
payments, share repurchases or a combination of both.



Compass Group PLC, the Parent Company of the Group, is a
non-trading investment holding company which derives its
distributable reserves from dividends paid by subsidiary companies.
The level of distributable reserves in the Parent Company is reviewed
annually and the Group aims to maintain distributable reserves that
provide adequate cover for dividend payments. The distributable
reserves of the Parent Company include the balance on the profit
and loss account reserve, which at 30 September 2018 amounted
to £1,436 million.

The Group is currently in a strong position to continue to fund its
dividend which continues to be well covered by cash generated by
the business. Details on the Group’s going concern assessment can
be found on page 34.

The ability of the Board to maintain its future dividend policy will be
influenced by a number of the principal risks identified on pages 35
to 37 that could adversely impact the performance of the Group
although we believe we have the ability to mitigate those risks as
outlined on pages 36 to 37.

It is proposed that a final dividend of 25.4 pence per share be paid
on 25 February 2019 to shareholders on the register on 18 January
2019. This will result in a total dividend for the year of 37.7 pence
per share (2017: 33.5 pence per share), a year on year increase

of 12.5%. The dividend is covered 2.1 times on an underlying
earnings basis and 2.1 times on a cash basis. The final dividend of
25.4 pence will be paid gross and a Dividend Reinvestment Plan
(DRIP) will be available. The last date for receipt of elections for the
DRIP will be 4 February 2019.

PURCHASE OF OWN SHARES

The Group did not buy back any shares during the period (2017:
£19 million). The directors’ authority to purchase the Company’s
shares in the market was renewed by the shareholders at the
Company’s Annual General Meeting held on 8 February 2018.

SHAREHOLDER RETURN

The market price of the Group’s ordinary shares at the close of the
financial year was 1,706.00 pence per share (2017: 1,583.00
pence per share).

FREE CASH FLOW

Free cash flow totalled £1,141 million (2017: £974 million). Free
cash flow conversion was 66% (2017: 57%).

Gross capital expenditure of £813 million (2017: £717 million),
including assets purchased under finance leases of £2 million
(2017: £2 million), is equivalent to 3.5% of underlying revenues
(2017: 3.1% of underlying revenues). We continue to deliver strong
returns on our capital expenditure across all regions. In 2019 we
expect capital expenditure to be around 3.5% of revenue.

The working capital inflow, excluding provisions and pensions, was
£148 million (2017: £62 million outflow). This inflow was better than
expected due to strong working capital management, especially in
North America. This includes a positive inflow of around £70 million
due to the timing of our payroll run in September. This payroll inflow
is a reversal of the outflow which occurred in 2016.

FINANCING - MATURITY PROFILE OF PRINCIPAL BORROWINGS

AS AT 30 SEPTEMBER 2018 (£EM)

2019 535

2020

2021

2022

2023 445

2024 668

2025 250
2026 250
2027

2028 445
2029 300

T T
200 400

US$ Private Placement 34% M€ Bond 48% M £ Bond 18%

o

600 800 1000

1. Based on nominal value of borrowings in place as at 30 September 2018, converted at foreign exchange rates on the balance sheet date and maturing in the financial year

ending 30 September.
2. The average life of the Group’s principal borrowings is 5.4 years (2017: 5.6 years).
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Business Review continued

The cash outflow in respect of post employment benefit obligations
was £8 million (2017: £14 million). In 2019 we expect a total outflow
for the Group of around £20 million.

The net interest outflow was £95 million (2017: £97 million).

The underlying cash tax rate was in line with expectations at 20%
(2017: 21%).

ACQUISITION PAYMENTS

The total cash spent on acquisitions in the year, net of cash
acquired, was £420 million (2017: £96 million), comprising

£406 million of bolt-on acquisitions, £19 million of contingent
consideration relating to prior years’ acquisitions offset by £5 million
of cash acquired net of acquisition transaction costs.

The Group made several bolt-on acquisitions during the year,
including the purchase of 80% of the share capital of Unidine for an
initial consideration of £234 million ($305 million). Unidine is a
Massachusetts based company that operates as a caterer in the
healthcare and seniors market.

DISPOSALS

As part of the strategic review of the business, the Group is in the
process of selling or exiting its operations in a number of countries,
sectors or businesses. As at the balance sheet date, the Group has
classified certain businesses as held for sale as these disposals are
highly probable and expected to be completed within 12 months.

The Group received £39 million (2017: £19 million) in respect of the
disposal of some small, non core businesses.

POST EMPLOYMENT BENEFIT OBLIGATIONS

The Group has continued to review and monitor its pension
obligations throughout the period working closely with the trustees
and members of all schemes around the Group to ensure proper
and prudent assumptions are used and adequate provision and
contributions are made.

The Compass Group Pension Plan (UK) surplus of £346 million
(2017: £259 million) and the £224 million (2017: £231 million)
deficit in the rest of the Group’s defined benefit pension schemes
reflect the actuarial gains and losses that have occurred since the
prior year |AS 19 actuarial valuation and the disposal of one of our
pension schemes in the US.

A judgement on the recent Lloyds Banking Group High Court
hearing on Guaranteed Minimum Pension (GMP) equalisation was
published on 26 October 2018. Initial estimates indicate that this
obligation could be between 1% to 2% of the gross liabilities of the
Group’s UK defined benefit pension plan (£20 million — £40 million).
The effects of the ruling will be recognised in the next financial year
when the obligation to amend the plan’s benefits has arisen.

The total pensions charge for defined benefit contribution schemes
in the year was £110 million (2017: £123 million) and £24 million
(2017: £20 million) for defined benefit schemes.
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RETURN ON CAPITAL EMPLOYED

Return on capital employed was 20.3% (2017: 20.3%) based on
net operating profit after tax at the underlying effective tax rate of
24.0% (2017: 25.4%). The average capital employed was
£6,499 million (2017: £6,218 million).

On a constant currency basis, the increase in return on capital
employed was 10 basis points.

RELATED PARTY TRANSACTIONS

Details of transactions with related parties are set out in note 29 of
the consolidated financial statements. These transactions have not
had, and are not expected to have, a material effect on the financial
performance or position of the Group.

FINANCIAL POSITION

The ratio of net debt to market capitalisation of £27,121 million as at
30 September 2018 was 12.5% (2017: 13.8%).

Net debt decreased to £3,383 million (2017: £3,446 million). The
ratio of net debt to EBITDA was 1.5x, in line with the target ratio.
Our leverage policy is to maintain strong investment grade credit
ratings, returning any surplus cash to shareholders to target net debt
to EBITDA of around 1.5x.

The Group generated £1,141 million of free cash flow (2017:

£974 million), including investing £757 million in net capital
expenditure, and spent £413 million on acquisitions net of disposal
proceeds and investments in associated undertakings. £353 million
was paid in respect of the final dividend for the financial year

2017 and £195 million was paid for the interim 2018 dividend.

The remaining £117 million movement in net debt related
predominantly to foreign currency translation and other non-cash
movements.

LIQUIDITY RISK

The Group finances its borrowings from a number of sources
including the bank, the public and the private placement markets.
The Group has developed long term relationships with a number of
financial counterparties with the balance sheet strength and credit
quality to provide credit facilities as required. The Group seeks to
avoid a concentration of debt maturities in any one period to spread
its refinancing risk. During the year the Group issued £250 million
2025 Eurobonds and €500 million 2028 Eurobonds to refinance
debt maturing in October 2018 and February 2019.

The maturity profile of the Group’s principal borrowings at
30 September 2018 shows that the average period to maturity is
5.4 years (2017: 5.6 years).

The Group’s undrawn committed bank facilities at 30 September
2018 were £1,690 million (2017: £1,387 million).



FINANCIAL MANAGEMENT

The Group manages its interest rate and foreign currency exposure
in accordance with the policies set out below.

The Group’s financial instruments comprise cash, borrowings,
receivables and payables that are used to finance the Group’s
operations. The Group also uses derivatives, principally interest rate
swaps, forward currency contracts and cross currency swaps, to
manage interest rate and currency risks arising from the Group’s
operations. The Group does not trade in financial instruments. The
Group’s treasury policies are designed to mitigate the impact of
fluctuations in interest rates and exchange rates and to manage the
Group’s financial risks. The Board approves any changes to the
policies.

FOREIGN CURRENCY RISK

The Group’s policy is to match its principal projected cash flows by
currency to actual or effective borrowings in the same currency. As
currency cash flows are generated, they are used to service and
repay debt in the same currency. Where necessary, to implement
this policy, forward currency contracts and cross currency swaps are
taken out which, when applied to the actual currency borrowings,
convert these to the required currency.

The borrowings in each currency can give rise to foreign exchange
differences on translation into sterling. Where the borrowings either
are less than, or equate to, the net investment in overseas
operations, these exchange rate movements are treated as
movements on reserves and recorded in the consolidated statement
of comprehensive income rather than in the income statement.

Non-sterling earnings streams are translated at the average rate of
exchange for the year. Fluctuations in exchange rates have given,
and will continue to give rise to translation differences. The Group is
only partially protected from the impact of such differences through
the matching of cash flows to currency borrowings.

INTEREST RATE RISK

As set out above, the Group has effective borrowings in a number of
currencies and its policy is to ensure that, in the short term, it is not
materially exposed to fluctuations in interest rates in its principal
currencies. The Group implements this policy either by borrowing
fixed rate debt or by using interest rate swaps so that the interest
rates on at least 80% of the Group’s projected debt are fixed for one
year, reducing to 60% fixed for the second year and 40% fixed for
the third year.

GROUP TAX POLICY

As a Group, we are committed to creating long term shareholder
value through the responsible, sustainable and efficient delivery of
our key business objectives. This will enable us to grow the business
and make significant investments into the Group and its operations.

We therefore adopt an approach to tax that supports this strategy
and also balances the various interests of our stakeholders including
shareholders, governments, employees and the communities in
which we operate. Our aim is to pursue a principled and sustainable
tax strategy that has strong commercial merit and is aligned with our
business strategy. We believe this will enhance shareholder value
whilst protecting Compass’ reputation.

In doing so, we act in compliance with the relevant local and
international laws and disclosure requirements, and we conduct an
open and transparent relationship with the relevant tax authorities
that fully complies with the Group’s Code of Business Conduct and
Code of Ethics.

In an increasingly complex international corporate tax environment,
a degree of tax risk and uncertainty is, however, inevitable. Tax risk
can arise from unclear regulations and differences in interpretation,
but most significantly where governments apply diverging standards
in assessing intragroup cross border transactions. This is the
situation for many multinational organisations. We manage and
control these risks in a proactive manner and in doing so, exercise
our judgement and seek appropriate advice from relevant
professional firms. Tax risks are assessed as part of the Group’s
formal governance process and are reviewed by the Board and the
Audit Committee on a regular basis.

RISKS AND UNCERTAINTIES

The Board takes a proactive approach to risk management with the
aim of protecting its employees and customers and safeguarding the
interests of the Group, its shareholders, employees, clients,
consumers and all other stakeholders.

The principal risks and uncertainties that face the business and the
activities the Group undertakes to mitigate these are set out on
pages 35 to 37.

Compass Group PLC Annual Report 2018 33

(%)
-
£
o]
m
@
(2]
Pl
m
9
(=]
e
]




Business Review continued

GOING CONCERN

The Group’s business activities, together with the factors likely to
affect its future development, performance and position are set out
in the Business Review, as is the financial position of the Group, its
cash flows, liquidity position, and borrowing facilities.

The Group has considerable financial resources together with longer
term contracts with a number of clients and suppliers across
different geographic areas and industries. As a consequence, the
directors believe that the Group is well placed to manage its
business risks successfully.

After making enquiries, the directors have a reasonable expectation
that the Group has adequate resources to continue in operational
existence for the 12 months from the date of approval of the Annual
Report. For this reason, they continue to adopt the going concern
basis in preparing the financial statements.

VIABILITY STATEMENT

In accordance with provision C.2.2 of the UK Corporate Governance
Code 2016, the directors have assessed the viability of the Group
over a three year period, taking into account the Group’s current
position and the potential impact of the principal risks documented
on pages 35 to 37 of the Annual Report. Based on this assessment,
the directors confirm that they have a reasonable expectation that
the Company will be able to continue in operation and meet its
liabilities as they fall due over the period to 30 September 2021.

The directors have determined that a three year period to

30 September 2021 is an appropriate period over which to
provide its viability statement. This is the period reviewed by the
Group Board in our strategic planning process and is also aligned
to our typical contract length (three to five years). We believe that
this presents the Board and readers of the Annual Report with a
reasonable degree of confidence over this longer term outlook.

In making this statement, the Board carried out a robust
assessment of the principal risks facing the Group, including those
that would threaten its business model, future performance,
solvency or liquidity.
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The Board considers annually and on a rolling basis a three year,
bottom up strategic plan. The output of this plan is used to perform
central debt and headroom profile analysis, which includes a review
of sensitivity to ‘business as usual’ risks, such as profit growth and
working capital variances and severe but plausible events. It also
considers the ability of the Group to raise finance and deploy capital.
The results take into account the availability and likely effectiveness
of the mitigating actions that could be taken to avoid or reduce the
impact or occurrence of the identified underlying risks.

While the review has considered all the principal risks identified by
the Group, the following were focused on for enhanced stress
testing: health and safety, economic and political environment, and
clients and consumers. The geographical and sector diversification
of the Group’s operations helps minimise the risk of serious business
interruption or catastrophic damage to our reputation. Furthermore,
our business model is structured so that the Group is not reliant on
one particular group of clients or sector. Our largest client constitutes
only 1.9% of Group revenue and our top 10 clients account for less
than 8% of Group revenue. Also, our ability to flex our cost base
protects our viability in the face of adverse economic conditions and/
or political uncertainty.

While this review does not consider all of the risks that the Group
may face, the directors consider that this stress testing based
assessment of the Group’s prospects is reasonable in the
circumstances of the inherent uncertainty involved.

M —

Johnny Thomson
Group Finance Director

20 November 2018

The Strategic Report, as set out on pages 1 to 43, has been
approved by the Board.

On behalf of the Board

A RDow

Alison Yapp
Group General Counsel and Company Secretary

20 November 2018



RISK MANAGEMENT

Identifying and managing risk

The Board continues to take a proactive approach to recognising, assessing
and mitigating risk with the aim of protecting its employees and consumers
and safeguarding the interests of the Company and its shareholders in the
constantly changing environment in which it operates.

As set out in the Corporate Governance section in the Annual
Report, the Group has policies and procedures in place to ensure
that risks are properly identified, evaluated and managed at the
appropriate level within the business.

The identification of risks and opportunities, the development of
action plans to manage the risks and maximise the opportunities,
and the continual monitoring of progress against agreed key
performance indicators (KPIs) are integral parts of the business
process and core activities throughout the Group.

The tables on pages 36 and 37 set out the principal risks and
uncertainties facing the business at the date of this Report. These
have been subject to robust assessment and review. They do not
comprise all of the risks that the Group may face and are not listed
in any order of priority. Additional risks and uncertainties not
presently known to management, or deemed to be less material at
the date of this Report, may also have an adverse effect on the
Group. As a global business operating in countries and regions with
diverse economic and political conditions, the Group’s operations
and earnings may be adversely affected by political or economic
instability, including instability caused by the implementation of the
UK'’s decision to exit the European Union (Brexit) and political
reform in the USA.

Following Brexit there is significant uncertainty about the process of
withdrawal from the European Union, the timeframe, the outcome of
negotiations about future arrangements between the UK and the
European Union, and the period for which existing European Union
laws for member states continue to apply to the UK. The Board
views the potential impact of Brexit as an integral part of its principal
risks rather than as a stand-alone risk. We have identified a potential
impact on our food supply chain and labour force, and we are taking
actions to assess and mitigate against any impact. It is not yet clear
what the full impact will be whilst negotiations continue to take
place. As the process of Brexit evolves, the Board will continue to
assess the impact of any resulting changes and the extent to which
they affect the Group.

The Group has significant operations and a substantial employee
base in the USA, where the current administration has initiated
broad policy changes including federal taxes and proposed tariffs on
international trade. The Tax Cuts and Jobs Act introduced
substantial and wide-ranging changes but further clarification and
regulation may have an effect on future tax charges. The Board is
monitoring developments and will continue to assess the impact of
any changes.

In accordance with the provisions of the UK Corporate Governance
Code 2016, the Board has taken into consideration the principal
risks in the context of determining whether to adopt the going
concern basis of accounting and when assessing the prospects of
the Company for the purpose of preparing the viability statement.
The going concern and viability statements can be found on page 34
of the Strategic Report.

The Group faces a number of operational risks on an ongoing basis
such as litigation and financial (including liquidity and credit) risk
and some wider risks, for example, environmental and reputational.
Additionally, there are risks (such as those relating to the eurozone
economy, pensions, and acquisitions and investments) which vary
in importance depending on changing conditions. All risks disclosed
in previous years can be found in the annual reports available on our
website at www.compass-group.com. We recognise that these risks
remain important to the business and they are kept under review.
However, we have focused the disclosures on pages 36 and 37 on
those risks that are currently considered to be more significant to
the Group.
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PRINCIPAL RISKS

RISK CHANGE
2017 2018

HEALTH AND SAFETY

HEALTH AND SAFETY @ @

DESCRIPTION

The health and safety of our consumers and our people is at the heart of what we do. We are focused on
protecting people’s wellbeing, as well as avoiding serious business interruption and potential damage to our
reputation. Compass feeds millions of consumers and employs thousands of people around the world every
day. Therefore, setting the highest standards for food hygiene and safety is paramount.

CLIENTS AND CONSUMERS

SALES AND RETENTION

BIDDING @
SERVICE DELIVERY AND @
CONTRACTUAL COMPLIANCE

COMPETITION

OIONOIO

Our business relies on securing and retaining a diverse range of clients.

Each year, the Group could bid for a large number of opportunities.

The Group’s operating companies contract with a large number of clients. Failure to comply with the terms
of these contracts, including proper delivery of services, could lead to loss of business and/or claims.

We operate in a highly competitive marketplace. The levels of concentration and outsource penetration vary
by country and by sector. Some markets are relatively concentrated with two or three key players. Others are
highly fragmented and offer significant opportunities for consolidation and penetration of the self-operated
market. Aggressive pricing from our competitors could cause a reduction in our revenues and margins.

PEOPLE

Failure to attract and recruit people with the right skills at all levels could limit the success of the Group.
The Group faces resourcing challenges in some of its businesses due to a lack of industry experience
amongst candidates and appropriately qualified people, and the seasonal nature of some of our business.

The increase is due to economic and political conditions where a combination of high employment and a
shortage in the resource pool has made the labour market more competitive.

Retaining and motivating the best people with the right skills, at all levels of the organisation,

is key to the long term success of the Group.

ECONOMIC AND POLITICAL ENVIRONMENT

@@

COST INFLATION @ @
POLITICAL STABILITY @ @

Some sectors of our business could be susceptible to adverse changes in economic conditions
and employment levels.

Continued worsening of economic conditions, e.g. trade sanctions, have increased the risk to the business
in some jurisdictions.

Our objective is always to deliver the right level of service in the most efficient way. An increase in the cost of
labour, for example, minimum wages in the USA and UK, or food, especially in countries such as Brazil,
could constitute a risk to our ability to do this.

Increases in inflation have intensified cost pressures in some locations.

We are a global business operating in countries and regions with diverse economic and political conditions.
Our operations and earnings may be adversely affected by political or economic instability caused, for
example, by the UK's decision to leave the EU. This may put pressure on our food supply chain and UK
labour force.

COMPLIANCE AND FRAUD

COMPLIANCE AND FRAUD @ @

INTERNATIONAL TAX @ @

Ineffective compliance management with increasingly complex laws and regulations, or evidence

of fraud, could have an adverse effect on the Group’s reputation and could result in an adverse impact
on the Group’s performance if significant financial penalties are levied or a criminal action is brought
against the Company or its directors.

As a Group, we seek to plan and manage our tax affairs efficiently in the jurisdictions in which we operate. In
doing so, we act in compliance with the relevant laws and disclosure requirements. However, the
increasingly complex international corporate tax environment and an increase in audit activity from tax
authorities means that the potential for tax uncertainties and disputes has increased. We note in particular
the policy efforts being led by the EU and the OECD which may have a material impact on the taxation of all
international businesses.

INFORMATION SYSTEMS AND TECHNOLOGY

INFORMATION SYSTEMS
AND TECHNOLOGY

The digital world creates many risks for a global business including technology failures, loss of
confidential data and damage to brand reputation, through, for example, the increased and
instantaneous use of social media.

Disruption caused by the failure of key software applications or underlying equipment or communication
networks, could delay day-to-day decision making, management reporting and efficient product delivery.

Increased use of technology has increased the potential exposure to cyber crime.

Il purPosE ] PERFORMANCE
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EXAMPLES OF MITIGATION

All management meetings throughout the Group feature a health and safety update
as one of their first substantive agenda items.

Health and safety improvement KPIs are included in the annual bonus plans for each
of the business’ management teams.

The Group has policies, procedures and standards in place to ensure compliance
with legal obligations and industry standards.

The safety and quality of our global supply chain are assured through compliance
against a robust set of standards which are regularly reviewed, audited and
upgraded as necessary to improve supply chain visibility and product integrity.

We have strategies which strengthen our long term relationships with our clients and
consumers based on quality, value and innovation.

Our business model is structured so that we are not reliant on one particular
sector, geography or group of clients.

A rigorous tender review process is in place, which includes a critical assessment of
contracts to identify potential risks (including social and ethical risks) and rewards,
prior to approval at an appropriate level in the organisation.

Processes are in place to ensure that the services delivered to clients are of an
appropriate standard and comply with the required contract terms and conditions.

We aim to minimise this by continuing to promote our differentiated propositions and
by focusing our strengths, such as flexibility in our cost base, quality, value of service
and innovation.

The Group aims to mitigate this risk by efficient, time critical resource management,
mobilisation of existing, experienced employees within the organisation, improved
use of technology and through offering training and development programmes.

The Group has established training, development, performance management and
reward programmes to help retain, develop and motivate our best people.

With the variable and flexible nature of our cost base, it is generally possible to
contain the impact of these adverse conditions.

The Group has a number of well established initiatives which help us to monitor
the level of engagement and to respond to our people’s needs.

As part of our MAP framework, we seek to manage inflation by continuing to drive
greater efficiencies through menu management, supplier rationalisation, labour
scheduling and productivity, and with the increased use of technology. Cost
indexation in our contracts also gives us the contractual right to review pricing with
our clients.

The Group remains vigilant to future changes presented by emerging markets or
fledgling administrations and we try to anticipate and contribute to important changes
in public policy.

We are working with our suppliers to assess the impact of Brexit on our supply chain.
We are also working on our recruitment and retention strategies to mitigate any
impact on our labour supply.

The Group’s zero tolerance based Codes of Business Conduct and Ethics continue to
govern all aspects of our relationships with our stakeholders. All alleged breaches of
the Codes, including any allegations of fraud, are investigated.

The Group’s procedures include regular operating
reviews, underpinned by a continual focus on ensuring the effectiveness of
internal controls.

Regulation and compliance risk is also considered
as part of our annual business planning process.

We manage and control these risks in a proactive manner and in doing so exercise
our judgement and seek appropriate advice from reputable professional firms. Tax
risks are assessed as part of the Group’s formal governance process and are
reviewed by the Board and the Audit Committee on a regular basis.

We seek to assess and manage the maturity of our enterprise risk and security
infrastructure and our ability to effectively defend against current and future cyber
risks by using analysis tools and experienced professionals to evaluate and mitigate
potential impacts.

The Group relies on a variety of IT systems in order to manage and
deliver services and communicate with our clients, consumers, suppliers
and employees.

We are focused on the need to maximise the effectiveness of our information
systems and technology as a business enabler and to reduce both cost and
exposure as a result.

Compass Group PLC Annual Report 2018 37

(%)
-
£
o]
m
@
(2]
2
m
ol
(=]
)
]




Purpose

Our social purpose is one of our three strategic priorities. Every
business has a social impact and leading with purpose is the way to
fulfil the potential of our organisation and our people

We defined our social purpose around safety as care
for each other and a renewed, global commitment to
5 5 B n sustainability, because the impact of our 600,000
| oo )
colleagues and 5.5 billion meals served every year is a
meals unigue opportunity to build a better world.
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CORPORATE RESPONSIBILITY

Our approach to corporate
responsibility and sustainability

The Group’s corporate responsibility and sustainability strategies are well alighed
as we improve our business model to reflect more sustainable practices.

Acting responsibly is fundamental to Compass’ business ethos. We
strive to be a responsible corporate citizen, creating value for our
diverse community of stakeholders whilst operating sustainably to
reduce the impact we have on the environment.

Our Corporate Responsibility (CR) strategy provides a framework
within which we operate, ensuring that we have a robust approach
to governance, while providing us with a level of flexibility that does
not inhibit the entrepreneurial spirit that has contributed to
Compass’ success. Sustainability has now been captured in our new
strategic framework highlighting our priorities as a leader within our
industry. The safety of our consumers and our colleagues remains at
the heart of what we do. It supports our growth strategy through
increasing the overall wellbeing and engagement of our people;
taking targeted action where we can make a greater environmental
difference; driving positive outcomes beyond our business to make
the world a better place.

OUR CR STRATEGY

We regularly review our approach to CR to keep pace with

change and maintain our position as a responsible business
partner. We consider the issues that matter most to our business
and stakeholders to help us inform our business strategy. We
continually listen to our people, clients, consumers, suppliers,
partners, shareholders as well as a broader number of not for
profit organisations with expertise in different segments of the food
supply chain.

An overview of our performance during 2017-2018 against a
number of performance measures can be found on page 42.

We continue to proactively support the UN Sustainable Development
Goals (SDGs), and you can find information about our activities in
2017-2018 on page 43.

Our Corporate Governance report can be found on pages 44 to 100.

Visit our website at www.compass-group.com for more information about our approach to CR and sustainability

Our Corporate Responsibility report will be available online in early 2019
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Corporate Responsibility continued

Our social purpose: a commitment
to safety and sustainability

At Compass, we believe that every business has a social impact and that leading
with purpose is the way to fulfil the potential of our organisation and its people.

Our social purpose is to be a responsible corporate citizen with an all-encompassing safety culture with our people at its heart. This is
supported by a sustainability strategy comprising three strategic priorities which in turn are supported by three action platforms as set

out below.

Our new approach provides our business and partners with best practice guidance but also allows for initiatives to be adapted to ensure local
relevance and impact. Over the course of the coming year, we will identify more good practices across each platform and embed them to full
effect to create efficiencies and benefits. In due course, we will select relevant KPIs to track and report on our progress annually.

SUSTAINABILITY PRIORITIES

Environmental
game changers

Targeted action where we can make
a disproportionate impact

Health &
wellbeing

Nutrition, health and happiness
at the heart of our value proposition

Better nutrition choices

Mental health

Healthy lifestyle

Safety leadership

SAFETY CULTURE

We are proud of the overall improvement we have made in our
operational safety performance in the last few years, and since
2014, we have delivered a 39% improvement in our Global Lost
Time Incident Frequency Rate, and a 33% improvement in our
Global Food Safety Incident Rate. This progress has given us the
confidence to move to the next stage in the development of our
corporate safety culture. We believe that we are now well positioned
for a step change which will strengthen our existing safety culture
through empowerment of our most important resource — our people.

As a business, our focus on people has never been greater. They are
our competitive advantage and their safety is important to us. We
want to turn safety from compliance into a value and that is why we
are evolving our strategy with the aim of creating a ‘zero harm’
culture where caring for each other becomes second nature. We are
committed to providing our people with the necessary support and
tools to achieve this.

As a path to success, we propose to further embed visible safety
leadership at all of our management levels and to encourage a more
agile and effective sharing of learning and good practices. This will
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Food waste

Single-use plastics

Plant-forward meals

Safety culture (caring for people)
Turning safety from compliance to a value

Sharing learning

Better for
the world

Driving positive impact far
beyond our business

Sourcing responsibly

Enriching local communities

Collaborating for big change

Simplification

be accompanied by a simplification of our standards, processes and
reporting systems to make the next step on our journey to ‘zero
harm’ an easier one for our businesses to take. We look forward to
sharing our progress with you.

We reported last year on our initiatives to tackle road safety. In 2018,
we reinforced our Global Safe Driving policy, performance standards
and metrics across our business. By introducing specific reporting
metrics against which all countries must report on a monthly basis,
we have achieved a higher level of visibility in relation to the actual
and potential risk for both vehicle and driver safety. Working with
country teams, we have developed initiatives focused on reducing
the different risks. For example, in Kazakhstan our employees have
driven 90 million kilometres and worked 50 million hours without
incident. In the UAE, we introduced safe driving training and police
briefings, followed by a safe driving recognition scheme that rewards
our drivers of passenger vehicles between client sites for safe driving
behaviour. Although we are making good progress overall in vehicle
and driver safety, we are not complacent and remain focused on
raising road safety awareness.



SUSTAINABILITY PRIORITIES

As a leader in the global food service industry, sourcing food for
5.5 billion meals every year, we recognise the impact that food
production has on the planet. As the demand for food rises to feed
the growing global population, this impact is likely to increase.

We all have the ability to make a difference for a better world. As a
global business with a wide sphere of influence, Compass is using
its leverage and working alongside industry peers to help manage
supply chain pressures, reduce the impact the industry has on the
planet’s resources, and to continue to make a positive contribution
to public health.

Thanks to the launch of our renewed Group Sustainability strategy,
we have gained new momentum in our CR journey and, going
forward, we will prioritise the three broad areas: health & wellbeing;
environmental game changers and better for the world.

HEALTH & WELLBEING

Food not only fuels your body, but can also influence the way you
feel and have an impact on your physical and mental wellbeing. At
Compass, we put wellbeing at the core of our value proposition to
our clients and consumers. Every day, we seek to improve nutritional
choices and actively encourage healthy eating with the objective of
improving the overall health, happiness and productivity of our
clients and consumers. Our focus on health and wellbeing
determines not only how we construct our offer, but also the nature
of client relationships, pricing models and partnerships across our
supply chain. We believe this approach will contribute to our
progress towards the United Nations’ Sustainable Development Goal
(SDG) ‘good health and wellbeing’. Details of our SDGs can be found
on page 43.

ENVIRONMENTAL GAME CHANGERS

We are expanding our food waste reduction programme and looking
at ways of reducing the use of single-use plastics, and developing
plant-forward meals as a method of reducing reliance on animal
proteins. We believe that over time, these initiatives will make a
positive contribution to the global reduction of CO, emissions related
to food production and contribute to the realisation of our SDGs.

BETTER FOR THE WORLD

As an industry leader, we understand the influence we can have

on how food is produced and sourced. We aim to make a positive
contribution to the food system, the people who work in it and
society as a whole. We will seek to achieve this through responsible
sourcing, the development of programmes aimed at enriching local
communities through food, and the design of new partnerships with
other global players, including not for profit organisations.

Throughout the year, we continued to deliver against our existing
sustainability commitments and, in line with our commitment to
responsible sourcing, Compass’ Supply Chain Integrity Policy
Statement was revised in July 2018. This policy is supported by
our global Supply Chain Integrity Standards which clearly set out
our requirements in relation to sustainable purchasing and
supply, and encompass our expectations in respect of responsible
sourcing. Sourcing responsibly is important to us and we continue
to demand robust operating standards from our suppliers and

our businesses.

During the year, we continued to use our influence to advance farm
animal welfare within our global supply chain and our efforts have
been recognised in the 2017 Business Benchmark on Farm Animal
Welfare (BBFAW), where we moved up from Tier 4 to Tier 3. We
believe that this score is fair and reflects our year on year
improvement but acknowledges that there is still work to be done.
The BBFAW provides us with a practical and credible framework for
the future, against which we can assess our progress and identify
areas for improvement, driving positive outcomes that directly
benefit the lives of farm animals.

Compass is a founding member of the Global Coalition for Animal
Welfare (GCAW), an industry-led initiative that was launched in
October 2018. This exciting new platform unites major food
businesses for the first time in driving improvements in farm animal
welfare globally.

GCAW members have together identified five priority work streams:
cage-free policies, improved broiler chicken welfare, farmed fish
welfare, antimicrobial resistance, and global standards for
transportation and slaughter. Working with a group of multi-
disciplinary experts from academia, industry and civil society,
GCAW aims to publish an agenda for change in 2019.

In July 2018, we partnered with Compassion in World Farming
(CiWF) to launch the first two modules of a training programme in
farm animal welfare to our UK sourcing team. We aim to
progressively roll out this training across the rest of our global
sourcing teams by the end of 2019.

With the continued support of CiWF, Humane Society International
and The Humane League, we are focusing on delivering further
improvements in our performance in next year's BBFAW
benchmark. We remain committed to ensuring that livestock within
our supply chain are raised humanely, sustainably and responsibly.

STOP
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Corporate Responsibility continued

Making a positive impact

GLOBAL LOST TIME GLOBAL LOST GLOBAL FOOD SAFETY GLOBAL FOOD
INCIDENT FREQUENCY  TIME INCIDENTS INCIDENT RATE SAFETY INCIDENTS
RATE
o o o o
-39% -34% -33% -22%
(since 2014) (since 2014) (since 2014) (since 2014)
5 T = g
g g P faE
° ¢ E
® » &
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018 2014 2015 2016 2017 2018 2014 2015 2016 2017 2018
CARBON DISCLOSURE NUMBER OF WOMEN IN GLOBAL
PROJECT SITES OFFERING LEADERSHIP TEAM
(LEADERSHIP A-) HEALTHY EATING
PROGRAMMES
-
; 3 —- :" : _; N g °
S 5 2 3 ¢y ¢
g - = 8 °
5 4
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018 2016 2017 2018
GREENHOUSE GAS Compass Group’s disclosure in accordance with the Companies Act 2006 (Strategic and Directors’
INTENSITY RATIO Reports) Regulations 2013 is stated in the table below and is incorporated in the Directors’ Report
by reference on page 98:
2017-2018 2016-2017
o GLOBAL GHG EMISSIONS FOR THE PERIOD CURRENT ~ COMPARISON
- 1 4 /o 1 OCTOBER 2017 TO 30 SEPTEMBER 2018 UNIT REPORTING YEAR YEAR
. Combustion of fuel & operation of facilities
(since 2014) (Scope 1) Tonnes (t) COe 129,516 128,154
Electricity, heat, steam and cooling purchased
4 for own use (Scope 2 — location based) tCOe 8,095 8,376
2 2 Total Scope 1+2 tCO.e 137,611 136,530
3 Emissions intensity per £M revenue tCO,e/EM 6.3 6.0

We have calculated our Scope 1 and 2 GHG emissions since 2008 and aim to improve the

scope and accuracy of our reporting each year. We have established an organisational boundary,
reporting on emissions originating from our top 20 countries, accounting for 94% of Group activity
by revenue. Our GHG emissions calculations are based on the GHG Protocol Corporate Accounting
and Reporting Standard (revised edition) and exclude laundries, CPUs and warehouses. Applying
an operational control approach, we have identified relevant activity data for Scope 1 and 2

2014 2015 2016 2017 2018 03 0 B
emissions and have used the location based Scope 2 calculation method.
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) SUSTAINABLE
%/ DEVELOPMENT

UNITED NATIONS’ SUSTAINABLE
DEVELOPMENT GOALS

LSALS

OUR COMMITMENTS

EXAMPLE

END HUNGER, ACHIEVE FOOD
SECURITY AND IMPROVED
NUTRITION AND PROMOTE
SUSTAINABLE AGRICULTURE

Every year, we spend around £6 billion
on food. Where we have surplus food,
we can play a role in helping the wider
community to tackle food insecurity.

In a number of markets, we have arranged for
surplus food to be shared via food banks or
community-based projects that provide meals to
people in need. Our UK business donated 10
tonnes of food to the charity FareShare this year.

GOOD HEALTH
AND WELL-BEING

e

ENSURE HEALTHY LIVES AND
PROMOTE WELLBEING FOR
ALL AT ALL AGES

Each year, we serve over five and a half
billion meals. By pursuing our passion for
wellbeing and nutrition, we are committed
to helping our consumers and colleagues
adopt a more balanced lifestyle.

In addition to our aim of serving a healthy option
at every meal in all our sites, we explore ways

to encourage consumers to eat a balanced diet
through new product development and engaging
communications. In Turkey, we created a series
of fun characters based on different fruit and
vegetables to encourage children to eat

more healthily.

GENDER
EQUALITY

ACHIEVE GENDER EQUALITY
AND EMPOWER ALL WOMEN
AND GIRLS

Women make up 57% of our global
workforce and 30% of our global
leadership team. We are resolved to
empower all our female colleagues

as we know this leads to increases in
productivity, organisational effectiveness
and consumer satisfaction.

Developing talent from within is a key part of the
Compass approach and ensuring equal access
to all to development programmes is key. Our
business in Japan developed a fast track
programme for future leaders and 37% of the
candidates in the first year were women; within
12 months, they had all taken on their first
leadership role.

DECENT WORK AND
ECONOMIC GROWTH

PROMOTE SUSTAINED,
INCLUSIVE AND
SUSTAINABLE ECONOMIC
GROWTH, FULL AND
PRODUCTIVE EMPLOYMENT
AND DECENT WORK FOR ALL

Our people are fundamental to our great
service and reputation. Around the world
we are working with local communities
to offer fair employment and great
career opportunities.

As well as providing stable, fairly-paid
employment, we offer on-the-job training and
a variety of development opportunities in every
market where we operate. Our business in
India recently launched a graduate trainee
programme which aims to bring new talent
into the business and prepare them to take on
leadership positions.

CONSERVE AND
SUSTAINABLY USE THE
OCEANS, SEAS AND MARINE
RESOURCES FOR
SUSTAINABLE DEVELOPMENT

Three words encapsulate our approach to
sustainable seafood: (i) Avoid: by not
serving seafood on the Marine
Stewardship Council’s (MSC) fish to
avoid’ list; (i) Improve: by buying more
certified sustainable seafood each year;
(iii) Promote: the availability of responsibly
sourced fish to our consumers.

For over 16 years our business in the USA has
been dedicated to sourcing sustainable seafood
and improving the health of the oceans.

It purchased 10,000 tonnes of responsibly
sourced seafood in the last financial year.

15

LIFE
ON LAND

PROTECT, RESTORE AND
PROMOTE SUSTAINABLE USE
OF TERRESTRIAL
ECOSYSTEMS, SUSTAINABLY
MANAGE FORESTS, COMBAT
DESERTIFICATION, AND HALT
AND REVERSE LAND
DEGRADATION AND HALT
BIODIVERSITY LOSS

We are working across our global supply
chain to ensure we source our food and
non-food products in a sustainable
manner with the least possible impact on
the environment.

We are aware of the negative impact that the
production of palm oil and soy can have on the
environment and local communities and actively
support the Roundtable on Sustainable Palm Oil
(RSPO) and the Round Table on Responsible
Soy (RTRS).

1

PARTNERSHIPS
FORTHE GOALS

&

STRENGTHEN AND
REVITALISE THE GLOBAL
PARTNERSHIP FOR
SUSTAINABLE DEVELOPMENT

As a global business, we recognise the
critical importance of working in
partnership with our clients, suppliers
and other stakeholders to improve the
positive contribution that we can make to
help address some of the biggest issues
that we all face in the 21st century.

We are co-founders of the Global Coalition for
Animal Welfare, an initiative that unites major
companies and animal welfare experts with the
aim of improving animal welfare standards at
scale and meeting consumer demand for food
products from animals reared in systems that
promote good animal welfare.
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Governance and Directors’ Report
CHAIRMAN'’S LETTER

Maintaining high standards of
corporate governance

DEAR SHAREHOLDER

On behalf of the Board, | am pleased to present
Compass Group PLC'’s annual Corporate Governance Report
for the financial year ended 30 September 2018.

Within the Governance Report we aim to provide investors and
other stakeholders with an insight into the governance activities of
the Board and its committees throughout the year.

CULTURE AND GOVERNANCE

As a Board, we set the corporate culture which defines who we are,
what we stand for and how we do business. Compass’ history and
culture have been founded on the principle that strong governance
makes sound business sense. Our good reputation has been built
on our resolve to maintain the highest ethical and professional
standards at all times underpinned by a well-defined and effective
system of governance.

We strive to create an environment where our corporate values are
not just words, but are put into practice, promoting positive and
productive behaviour every day. We invest time and resources
communicating with our people, designing programmes to educate
and encourage the highest standards of conduct. This reflects our
vision to be a world class provider of food services, renowned for our
great people, great service and great results. These efforts are
underpinned by our Codes of Business Conduct and Ethics.

As a Board, we are responsible for setting the ‘tone from the top’
and for championing a healthy, responsible corporate culture

which promotes the long term sustainable success of the Company
for the benefit of all of our stakeholders. We remain committed to
building on our existing legacy of good governance in support of our
corporate performance and social purpose so that we continue to
benefit from the confidence and support of our shareholders.
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STAKEHOLDER ENGAGEMENT

Compass has a global and diverse community of stakeholders that
includes clients, consumers, employees, suppliers and shareholders
as well as the communities in which we operate. We respect the
views of all our stakeholders and seek to engage with them and take
their feedback into account, incorporating it where we can, to help
inform our decision making processes.

In July 2018, the Financial Reporting Council published its new

UK Corporate Governance Code 2018 (the New Code) which has
been revised to take account of the increasing demands on the UK’s
corporate governance framework. The New Code seeks, amongst
other matters, to improve the way that companies engage with

their wider stakeholder community and will apply to Compass for

its financial year beginning 1 October 2019. With support from the
committees we will continue to evolve our governance framework

to ensure that we remain compliant with the UK Corporate
Governance Code and meet best practice requirements.

BOARD COMPOSITION AND CHANGES

On 31 December 2017, Richard Cousins, our long-standing
Group Chief Executive (Group CEQO) whose retirement had been
planned for 31 March 2018, died tragically in a plane crash. We
were all deeply shocked and saddened by Richard’s passing. It
was a great privilege to have known him personally and to work
with him over the last few years. As a result of Richard’s untimely
death, Dominic Blakemore’s appointment as Group CEO was
advanced from 1 April 2018 to 1 January 2018. Despite taking
over in such sad circumstances, the transition was seamless and
Dominic has led the organisation resolutely to deliver another
excellent set of results.

We look forward to supporting Dominic in building on Compass’
success over the coming years.



Following the completion of his nine year term of appointment,

Don Robert retired from the Board on 31 May 2018. John Bason,
Chairman of the Audit Committee and a non-executive director since
June 2011, succeeded Don as the Senior Independent Director
(SID) on 1 June 2018. On behalf of the Board, | would like to thank
Don for his contribution and for the invaluable support he provided
to me and his colleagues during his time as SID.

As announced on 4 July 2018, Johnny Thomson, Group Finance
Director, will step down from the Board at the end of December
2018. We are very grateful to Johnny for his significant contribution
to Compass over the last nine years and Johnny leaves the Company
in sound financial health. On 11 October 2018, we announced the
appointment of Karen Witts who will join the Board as Group Chief
Financial Officer (Group CFO) on 8 April 2019. Karen has significant
financial and operational expertise and a wealth of experience in retail
and technology. | look forward to welcoming Karen to the Board as we
continue to execute our strategy and create value for shareholders.

In the latter half of the year, Anne-Francoise Nesmes and

John Bryant were appointed as non-executive directors with

effect from 1 July 2018 and 1 September 2018 respectively.
Anne-Francoise has a wealth of experience in finance and
accounting gained in international organisations, with a strong
focus on strategy, mergers and acquisitions (M&A) and governance.
John brings over 30 years’ experience with a particular focus on
finance, operations, M&A, strategy and portfolio transformation as
well as a valuable insight into markets in the USA. Anne-Francoise
and John also replenish the listed company experience that was
depleted by Don’s retirement. We encourage you to join the Board in
supporting their election at the Company’s Annual General Meeting
(AGM) to be held on Thursday 7 February 2019 (2019 AGM).

On 30 September 2018, after more than 11 years’ service to

the Group, Mark White, our Group General Counsel and Company
Secretary, retired. Mark was instrumental in driving our governance
agenda during his tenure. Alison Yapp, a solicitor with more than
25 years’ international experience in FTSE and NYSE listed
companies, joined Compass on 7 August 2018 and took over

from Mark on 1 October 2018. On behalf of the Board, | would

like to thank Mark for his contribution over the years and to extend
a warm welcome to Alison.

My fellow Board members and | are satisfied that the Board
continues to have the appropriate balance of skills, experience,
independence and knowledge to encourage challenge and debate,
and is well placed to meet the needs of the business going forward.

SUCCESSION PLANNING AND DIVERSITY

Succession planning continues to be an area of focus for the Board
and the Nomination Committee. We recognise that the Board sets
the tone for diversity across the Group and that it is important that
we should have a diverse leadership to support good decision
making. The appointment during the year of Anne-Francoise
Nesmes as a non-executive director has increased the percentage
of women on the Board to 27%, taking us significantly closer to
achieving Lord Davies’ target of 33% female representation on
the Board by 2020. | am pleased to report that following the
appointment of Karen Witts in 2019, female representation will
increase to 36%.

The Board is supportive of Lord Davies’ recommendations and

Sir John Parker’s initial recommendations on diversity. These will
continue to be considered in the succession planning process. We
are confident that initiatives taking place across Compass to help
identify the leaders of the future will lead to greater diversity within
our senior management. In this regard, we have continued to
strengthen our approach to talent management and succession
planning at senior level, a subject which continues to command the
Board'’s full attention and this is reflected in the appointments that
were made to the Executive Board during the course of the year,
details of which can be found on page 69.

We will continue to assess Board succession planning to ensure
that we maintain an appropriate combination of skills, experience
and knowledge to deliver our strategy, and to ensure that plans
are in place for orderly succession to the Board and senior
management positions.

REMUNERATION POLICY

At the Company’s Annual General Meeting held on 8 February 2018
(2018 AGM), shareholders voted on a new Remuneration Policy
(the Policy). The Policy is designed to closely align executive reward
to the delivery of our business strategy and combines an appropriate
mix of fixed and variable elements to support the performance of the
executive directors. Our Remuneration Committee Chairman,

Carol Arrowsmith, discusses this in more detail in her report on
pages 71 to 93.

THE YEAR AHEAD

We are committed to doing things in the right way and will continue
to strengthen our governance processes over the coming year to
ensure that we are aligned with best practice and that our approach
to disclosure remains understandable and transparent.

<
——

Paul Walsh
Chairman

20 November 2018
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Governance and Directors’ Report
INTRODUCTION TO CORPORATE GOVERNANCE

Committed to the highest standards

46

UK CORPORATE GOVERNANCE
CODE COMPLIANCE

Responsibility for good governance lies with the Board.

The Board is accountable to shareholders and is
committed to the highest standards of corporate
governance as set out in the UK Corporate Governance
Code 2016 (the Code).

The Code can be found on the Financial Reporting Council
(FRC) website at www.frc.org.uk.

This Corporate Governance Report, together with the
Directors’ Remuneration Report set out on pages 71 to 93,
describes how the Board has applied the main principles
of good governance, as set out in the Code, during the
year under review.

COMPLIANCE STATEMENT

It is the Board’s view that for the year ended 30 September
2018 the Company has been fully compliant with all of the
principles set out in the Code.

The Company’s auditor, KPMG LLP, is required to review
whether the above statement reflects the Company’s
compliance with the provisions of the Code specified for its
review by the UK Listing Authority (UKLA) Rules and to
report if it does not reflect such compliance. No such
report has been made.

The directors present their Annual Report and the audited
consolidated financial statements of the Company and its
subsidiaries for the year ended 30 September 2018.

This Corporate Governance Report on pages 44 to 93 and
the Other Statutory Disclosures on pages 94 to 100,
together with the Directors’ Responsibilities statement on
page 101 and the Strategic Report on pages 1 to 43 which
have been incorporated into this Report by reference,
make up the Directors’ Report.

Compass Group PLC Annual Report 2018

HOW WE GOVERN THE COMPANY

The Board leads the Group’s governance framework. It is
responsible for setting the strategic targets for the Group, monitoring
progress made, approving proposed actions and for ensuring that
the appropriate internal controls are in place and that they are
operating effectively.

The Board is assisted by four principal committees (Audit,
Corporate Responsibility, Nomination and Remuneration), each of
which is responsible for reviewing and dealing with matters within its
own terms of reference.

At scheduled Board meetings, the minutes of all committee
meetings are circulated and a summary of committee meetings
discussed (as appropriate).

All of the non-executive directors are members of all
principal committees.

Individual reports from each principal committee Chairman can
be found on pages 56 to 93.

The Company also has a number of executive management
committees (Disclosure, General Business and the Executive
Board). These have been established in order to consider various
issues and matters for recommendation to the Board and its
principal committees or to deal with day to day matters within the
authority granted by the Board.

The Directors’ Report also contains information required to be
disclosed under the UKLA’s Rules and under the Disclosure
Guidance and Transparency Rules (DTR). To the extent necessary,
certain information is incorporated into this Report by reference.

Our governance structure comprises the functions on page 47,
supported by the Group’s standards, policies and internal controls,
which are described in more detail over the following pages.



SHAREHOLDERS

We have a geographically diverse
shareholder base of 40,815, comprising
4,247 institutional investors and

36,568 private investors (as at

30 September 2018).

AGM

The Company’s Annual General Meeting
provides the ideal opportunity for the Board
to meet with fellow investors. At the 2019
AGM, shareholders will vote on 22 resolutions
dealing with key governance matters,
including payment of the final dividend,
appointment/reappointment of directors and
the reappointment of the auditor.

INVESTOR RELATIONS
We have an active Investor Relations
engagement programme.

During the year, the Company held
around 350 meetings with investors
through a combination of one to one
meetings, group meetings and telephone
calls, around 70 of which were personally
attended by the Group CEO and Group
Finance Director.

BOARD COMMITTEES
AUDIT

COMMITTEE

Responsible for the Group’s
financial reporting and

effectiveness of the internal
and external audit functions

See page 56

CORPORATE

RESPONSIBILITY
COMMITTEE

Advises the Board on broad
CR policy taking into account
the overall strategic plan and
other factors

See page 64

THE BOARD

The Board is responsible for the performance and long
term success of the Company, including health and
safety, leadership, strategy, values, standards, controls
and risk management.

CHAIRMAN

The Chairman is responsible for the leadership of
the Board and for ensuring there is effective debate
and challenge.

GROUP CEO

The Group CEO'’s role entails being ultimately
responsible for day to day operational management
decisions and for implementing the Company’s long and
short term plans. The Group CEO acts as a direct liaison
between the Board and management.

SENIOR INDEPENDENT DIRECTOR

The role of Senior Independent Director is to provide
a sounding board for the Chairman and to serve as
an intermediary for other directors and shareholders
where necessary.

COMPANY SECRETARY

The Company Secretary is responsible for ensuring
good information flow to the Board and its committees
and between senior management and the non-executive
directors; and for advising the Board through the
Chairman on governance matters.

Ensures the Board has
the necessary balance of
skills, experience and
diversity to oversee the
delivery of strategy

See page 68

OPERATIONAL
GOVERNANCE
The operational
governance of the
Company is the
responsibility of the
Group CEO.

The various operational

governance structures

in place are maintained

and overseen by the

Executive Board, which

is led by the Group
CEO and comprises

the executive directors,

regional managing
directors and other
members of senior
management.

REMUNERATION

COMMITTEE

Determines the reward
strategy for executive
directors and senior
managers to ensure reward
is aligned to shareholders’
interests

See page 71

EXECUTIVE

BOARD

Day to day operational
management and
implementation of strategy

DISCLOSURE
COMMITTEE

Oversees the disclosure
of market sensitive
information and other
public announcements

GENERAL BUSINESS
COMMITTEE

Conducts the Company’s
business within clearly
defined limits delegated by
the Board

(as necessary)

See page 55

See page 55

See page 55
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Governance and Directors’ Report

Introduction to Corporate Governance continued

The Board manages the business of the Company and may, subject
to the Articles of Association and applicable legislation, borrow
money, guarantee, indemnify, mortgage or charge the business,
property and assets (present and future), issue debentures and
other securities and give security, whether outright or as a collateral
security, for any debt, liability or obligation of the Company or of any
third party.

The Board sets the Group’s values and standards and ensures that it
acts ethically and that its obligations to its shareholders are
understood and met.

The Board has a formal schedule of matters reserved for its
decision as follows:

e strategy and management

e Board membership and other appointments
¢ financial reporting and controls
e internal controls

® contracts

e capital structure

e communication

® remuneration

e delegation of authority

® corporate governance matters
e other matters

For example, the Board must approve any changes to

the Group’s capital structure, operating and expenditure
budgets, significant capital investment or any new significant
client contract.

However, the Board'’s primary role remains to provide
entrepreneurial leadership and to review the overall strategic
development of the Group as a whole.

The Board has delegated day to day operational decisions to the
Executive Board. The Executive Board is supported by country and
regional management teams who are responsible for achieving
agreed targets, maintaining budgetary controls and implementing
policies and controls at country and business unit level.

The work of the Board and its committees is described in the
following pages. In this section of the Governance Report, we have
also set out our governance structures and processes and how we
have applied the main principles and complied with the relevant
provisions of the Code. Activities which provide a flavour of the work
undertaken by the Board and its committees during the year have
been highlighted.
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BOARD OF DIRECTORS

As at 30 September 2018, and as at the date of this Report, the
Board of Directors was made up of 11 members, comprising the
non-executive Chairman, three executive directors and seven
non-executive directors.

The roles of Chairman and Group CEO are separate and clearly
defined, with the division of responsibilities set out in writing and
agreed by the Board.

All of the non-executive directors are considered by the Board (and
by the definition contained in the Code) to be independent of
management and free of any relationship which could materially
interfere with the exercise of their independent judgement. The
Board considers that each of the non-executive directors brings their
own senior level of experience, gained in each of their own fields,
predominantly in international operations.

The Company’s policy relating to the terms of appointment and the
remuneration of both executive and non-executive directors is
detailed in the Directors’ Remuneration Report, which is on pages
71 to 93.

BOARD TENURE

DIRECTOR BALANCE

o

Non-executive
. Executive
. Non-executive Chairman

More than 5 years
. 3-5years

. 1-3 years

. Less than 1 year

LORD DAVIES’ 2020 TARGET: % FEMALE

33%

Current M 2019 anticipated M Lord Davies' 2020 target



Governance and Directors’ report

BOARD OF DIRECTORS

Strong, effective and
experienced leadership

PAUL WALSH
Q0+ (63)
CHAIRMAN

Joined as a non-executive director
in January 2014. Appointed
Chairman in February 2014.

KEY SKILLS AND
COMPETENCIES

Paul has significant experience in
marketing, buying and retail
operations as well as substantial
corporate leadership experience.

CAREER

Former Chief Executive, Diageo plc,
from September 2000 to June 2013
and now an advisor to the
Chairman and Chief Executive,
having originally joined the Board in
1997. Formerly Chief Executive
Officer of the Pillsbury Company,
Chairman of Ontex Group N.V. and
a director of GrandMet. Former
non-executive director of HSBC
Holdings plc, Simpsons Malt
Limited, Unilever PLC, Centrica plc,
United Spirits Limited and nominee
director of Pace Holdings Corp.
Former Business Ambassador on
the UK Government’s Business
Advisory Group and a former
Chairman and Council Member of
the Scotch Whisky Association.

CURRENT EXTERNAL

APPOINTMENTS

Chairman of Avanti
Communications Group plc and
Chime Communications Limited.
Non-executive director of FedEx
Corporation and RM2 International
S.A. Advisor to TPG Capital LLP
(TPG) and affiliates and a nominee
director of various companies as
required by TPG.

DOMINIC BLAKEMORE
06O (1)

GROUP CHIEF

EXECUTIVE

Joined the Board in February 2012.
Appointed as Group Finance
Director in April 2012. Dominic was
appointed Group Chief Operating
Officer, Europe on 1 December
2015 and stepped down as Group
Finance Director on the same day.
On 1 October 2017, Dominic was
appointed Deputy Group CEO.

He assumed the role of CEO on

1 January 2018 and became a
member of the Corporate
Responsibility and Nomination
Committees on the same day.

KEY SKILLS AND
COMPETENCIES

Dominic has extensive financial
management experience in a
number of international businesses
together with general operational
management experience.

CAREER

Former non-executive director of
Shire plc. Former Chief Financial
Officer of Iglo Foods Group Limited,
which Dominic joined from Cadbury
Plc, where he was European
Finance & Strategy Director,

having previously held senior
finance roles as Corporate Finance
Director and Group Financial
Controller. Prior to joining Cadbury
Plc, Dominic was a director at
PricewaterhouseCoopers LLP.

CURRENT EXTERNAL
APPOINTMENTS

Member of the Academic Council of

University College London.

GARY GREEN

60 ©D

GROUP CHIEF
OPERATING OFFICER,
NORTH AMERICA

Joined the Board in April 2007.
Appointed Group Chief Operating
Officer, North America in April
2012.

KEY SKILLS AND
COMPETENCIES

Gary brings strong business and
operational leadership as well as
business development and wide
ranging sales experience.

CAREER

Gary is a Chartered Accountant and
in 2001 received an honorary
doctorate from Johnson & Wales
University in the USA. Gary joined
the Group in 1986 in a senior
finance role in the UK and became
a UK director in 1992. He relocated
to the USA in 1994 as Chief
Finance Officer of the Group’s
North American business and

in 1999 became Chief

Executive Officer.

CURRENT EXTERNAL

APPOINTMENTS
None.

JOHNNY THOMSON
00060 (4s)
GROUP FINANCE
DIRECTOR

Joined the Board and appointed

Group Finance Director on
1 December 2015.

KEY SKILLS AND
COMPETENCIES

Johnny brings extensive finance
and accounting experience across a
range of businesses as well as
operational experience within

the Group.

CAREER

An Associate of the Institute of
Chartered Accountants in England
and Wales, Johnny joined the
Group in April 2009 as Finance
Director for the Group’s Brazilian
business. He was appointed Chief
Executive Officer for the Brazilian
business in October 2012 and, in
February 2014, became the
Regional Managing Director, Latin
America, comprising Argentina,
Brazil, Chile, Colombia and Mexico.
Prior to joining the Group, Johnny
was Vice President Finance for the
UK and Ireland Division of Hilton
Hotels and served in a variety of
audit and transactional services and
international/client secondments at
PricewaterhouseCoopers LLP.

CURRENT EXTERNAL

APPOINTMENTS
None.
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Governance and Directors’ report

Board of Directors continued

™

JOHN BASON
0*000 ©l)

SENIOR INDEPENDENT
DIRECTOR

Appointed to the Board in

June 2011. Appointed SID on
1 June 2018.

KEY SKILLS AND
COMPETENCIES

John brings significant financial and
international experience to the
Board, gained from his long career
with major global businesses.

CAREER

Member of the Institute of
Chartered Accountants in England
and Wales. John was previously
Finance Director of Bunzl plc and a
former trustee of Voluntary

Service Overseas.

CURRENT EXTERNAL
APPOINTMENTS

Finance Director of Associated
British Foods plc and Chairman of
the charity FareShare.

CAROL ARROWSMITH
000" (64)
NON-EXECUTIVE
DIRECTOR

Appointed to the Board in
June 2014.

KEY SKILLS AND
COMPETENCIES

Carol brings extensive advisory
experience, especially of advising
boards on executive remuneration
across a range of sectors.

CAREER

Carol is a former partner and
advisor of Deloitte LLP and was Vice
Chairman of the UK business and
former director of the Remuneration
Consultants Group and non-
executive director of TMF Group
PLC. Carol is a Fellow of the
Chartered Institute of Personnel
and Development.

CURRENT EXTERNAL
APPOINTMENTS

Member of the Advisory Group for
Spencer Stuart, non-executive
director of Vivo Energy PLC, director
and trustee of Northern Ballet
Limited and director of Arrowsmith
Advisory Limited.
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STEFAN BOMHARD
0000 1)

NON-EXECUTIVE

DIRECTOR

Appointed to the Board in
May 2016.

KEY SKILLS AND
COMPETENCIES

Stefan brings extensive experience
of working in international
environments, particularly relating
to the operation, sales and
marketing of well-known consumer
food and drink brands.

CAREER

Stefan was previously Regional
President, Europe, Geneva at
Bacardi Martini for five years
and held a number of worldwide
senior positions at Cadbury Plc,
Unilever PLC, Diageo plc,

Burger King and Procter & Gamble.

CURRENT EXTERNAL
APPOINTMENTS

Chief Executive Officer of
Inchcape plc.

JOHN BRYANT
00O (53
NON-EXECUTIVE
DIRECTOR

Appointed to the Board in
September 2018.

KEY SKILLS AND
COMPETENCIES

John brings over 30 years’
experience to the Board with
particular focus on finance,
operations, M&A, strategy and
portfolio transformation.

CAREER

John was the former Executive
Chairman and CEO of global
consumer goods company Kellogg.
Prior to joining Kellogg in 1998,
John held strategic and operational
roles in several companies,
worldwide.

CURRENT EXTERNAL
APPOINTMENTS

Non-executive director of Ball
Corporation and Macy's Inc. and an
advisor to Godiva.



ANNE-FRANCOISE
NESMES

0000 “47)
NON-EXECUTIVE
DIRECTOR

Appointed to the Board in
July 2018.

KEY SKILLS AND
COMPETENCIES
Anne-Francoise has a wealth of
experience in finance and
accounting gained in international
organisations with a strong focus on
strategy, M&A and governance.

CAREER

Anne-Francoise is currently the
Chief Financial Officer of Merlin
Entertainments plc and has held
this position since 2016. Prior to
joining Merlin, Anne-Francoise was
the Chief Financial Officer of
Dechra Pharmaceuticals PLC and
also held a number of senior
finance roles during her 16 year
tenure at GlaxoSmithKline.

CURRENT EXTERNAL
APPOINTMENTS

Chief Financial Officer, Merlin
Entertainments plc and a director of
Merlin Entertainment plc subsidiary
companies: Sea Life Trust Limited,
Merlin Entertainments Share Plan
Nominee Limited, Merlin’s Magic
Wand Trustees Limited and Sea Life
Trustees Limited.

NELSON SILVA

0000 (63)
NON-EXECUTIVE
DIRECTOR
Appointed to the Board in
July 2015.

KEY SKILLS AND
COMPETENCIES

Nelson has considerable executive
management experience in a
variety of senior leadership roles
within major international
companies, with a particular focus
on Brazil.

CAREER

Nelson was formerly President of
the Aluminium business unit at
BHP Billiton, based in the UK. Prior
to joining BHP Billiton, he held a
number of senior positions at Vale,
including Sales and Marketing
Director based in Belgium, Japan
and Brazil. Nelson was also
Managing Director of Embraer for
Europe and Africa, based in France,
and Chief Executive Officer of All
Logistica in Argentina.

Nelson previously held the position
of Senior Vice President of BG
Group plc responsible for Brazil,
Bolivia and Uruguay. He is a former
board member of the Brazilian
Institute of Oil and Gas, the
Brazilian Association of Petroleum
Companies and of the Social and
Development Council of Brazil's
Presidency. Nelson was formerly a
senior consultant to BHP Billiton
Brazil and a Board Member of the
Brazilian Symphonic Orchestra.

CURRENT EXTERNAL

APPOINTMENTS
Executive director of Petréleo
Brasileiro S.A.

IREENA VITTAL
00O (50)
NON-EXECUTIVE
DIRECTOR

Appointed to the Board in
July 2015.

KEY SKILLS AND
COMPETENCIES

Ireena brings strong advisory,
business and operational
experience across a variety of retail
businesses, with a particular focus
on India.

CAREER

Ireena was formerly a non-executive
director of Tata Global Beverages
Limited, Tata Industries, Zomato
Media Private Limited,
GlaxoSmithKline Consumer
Healthcare and Axis Bank Limited,
Head of Marketing and Sales at
Hutchinson Max Telecom and
partner at McKinsey and Company.

CURRENT EXTERNAL
APPOINTMENTS
Non-executive director of Godrej
Consumer Products Limited,
WIPRO Limited, The Indian Hotels
Company Limited, Titan Company
Limited and Cipla Limited.

ALISON YAPP
006 Y»® (52
GROUP GENERAL
COUNSEL AND
COMPANY SECRETARY
Joined the Group in August 2018.
Appointed as Group General

Counsel and Company Secretary in
October 2018.

KEY SKILLS AND
COMPETENCIES

Alison is a solicitor with more than
25 years’ international experience in
FTSE and NYSE listed companies
across the services, industrial and
engineering sectors. She has
significant experience in strategic
M&A, crisis and change
management.

CAREER

Most recently Alison was Chief
General Counsel and Company
Secretary at Amec Foster Wheeler
plc which she joined in December
2012. Prior to that, Alison was
Company Secretary and General
Legal Counsel of Hays plc,
Company Secretary and Group
Legal Advisor of Charter plc and
prior to that held a number of senior
legal roles at Johnson Matthey plc.

CURRENT EXTERNAL

APPOINTMENTS
None.

BOARD COMMITTEE MEMBERSHIP

O Audit Committee page 56
@ Corporate Responsibility Committee page 64
©® Disclosure Committee page 55
@ Executive Board page 55
® General Business Committee page b5
Nomination Committee page 68
@® Remuneration Committee page 71
*  Chairman
°  Secretary
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Governance and Directors’ report
CORPORATE GOVERNANCE REPORT

DIRECTOR EFFECTIVENESS AND TRAINING

The Board meets regularly during the year as well as on an ad hoc
basis, as required by business needs. The Board met six times
during the year and member attendance for each meeting held
during the year is shown in the table below.

MEETING ATTENDANCE
MAXIMUM NUMBER OF % OF

MEMBER NUMBER OF  MEETINGS MEETINGS

MEMBER SINCE ~ MEETINGS! ATTENDED ATTENDED
Paul Walsh Jan 2014 6 6 100%
Carol Arrowsmith June 2014 6 6 100%
John Bason June 2011 6 6 100%
Dominic Blakemore Feb 2012 6 6 100%
Stefan Bomhard? May 2016 6 5 83%
John Bryant® Sep 2018 1 1 100%
Richard Cousins* May 2006 1 1 100%
Gary Green April 2007 6 6 100%
Anne-Francoise Nesmes®  July 2018 2 2 100%
Don Robert® May 2009 4 3 75%
Nelson Silva July 2015 6 6 100%
Johnny Thomson Dec 2015 6 6 100%
Ireena Vittal July 2015 6 6 100%

1. The maximum number of meetings that a member was eligible to attend.

2. Mr Bomhard was unable to attend the September 2018 meeting due to an
unavoidable prior commitment, but provided his feedback on the papers

in advance.

Appointed to the Board and its committees on 1 September 2018.

Ceased to be a director on 31 December 2017.

Appointed to the Board and its committees on 1 July 2018.

Stepped down from the Board and its committees on 31 May 2018. Mr Robert
was unable to attend the March 2018 meeting due to family illness.

oo pw

If a director is unable to attend a Board or committee meeting, the
Chairman of the Board and/or committee Chairman are informed
and the absent director is encouraged to communicate comments
and opinions on the matters to be considered. Each director also
attends the AGM to answer shareholder questions.

Board activities are structured to help the Board achieve its goals
and to provide support and advice to the executive management
team on the delivery of Group strategy within a robust
governance framework.

Throughout the year, the Board received presentations from
colleagues across the Group and regularly reviewed the periodic
financial results, market consensus, competitor updates, merger
and acquisition opportunities, capital expenditure and other matters.
We have set out opposite some highlights from the Board'’s calendar
during 2017-2018.

Meetings between the Chairman and non-executive directors,

both with and without the presence of the Group CEO, are
scheduled in the Board’s annual programme. During the year,

the non-executive directors met on several occasions without

the presence of the executives. These meetings were encouraged
by the Chairman and provide the non-executive directors with a
forum in which to share experiences and to discuss wider business
topics, fostering debate in Board and committee meetings and
strengthening working relationships.
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INSIGHT INTO THE BOARDROOM -
THE YEAR’S MEETINGS IN REVIEW

The following is a summary of the significant matters
considered by your Board throughout the year:

NOVEMBER (UK)

HSE performance

Group CEQ's review

M&A and strategy update
Capital expenditure and
contracts

Financial performance
Draft final results
announcement

Final dividend parameters
Draft Annual Report and
Accounts

Annual review of
International Clients and
Market Development
Defence, Offshore &
Remote sector update
BeNelux presentation

FEBRUARY (UK)

HSE performance

Group CEQ'’s review
M&A and strategy update
Capital expenditure and
contracts

Financial performance
AGM trading update
Healthcare sector update

MARCH (USA)

HSE performance
Group CEQO's review
M&A and strategy update
Capital expenditure and
contracts

Financial performance
Biannual major risk
assessment

North America business
update

People strategy update
Meetings with local
management

Strategy including
succession

MAY (UK)

HSE performance
Group CEQ's review
M&A and strategy update
Capital expenditure and
contracts

Financial performance
Draft interim results
announcement

Interim dividend
parameters

Education sector update

JULY (GERMANY)

HSE performance
Group CEQ's review
M&A and strategy update
Capital expenditure and
contracts

Financial performance
Continental Europe
business update

Draft Q3 trading update
Treasury review

Annual Board evaluation
(internal)

Conflicts of interest

SEPTEMBER (UK)

HSE performance

Group CEQ'’s review
M&A and strategy update
Capital expenditure and
contracts

Financial performance
2018-2019 budget and
three-year plan

Annual litigation update
Investor Relations update
Biannual major risk
assessment

Business & Industry
sector update

IT update



In addition to routine financial and operating reports and updates
(including health and safety) the Board spends time debating and
formulating Group strategy and reviewing its performance.

Each year, the Board aims to hold two meetings overseas. By

going out into the business, the directors are able to meet with a
diverse group of colleagues on a more informal basis which greatly
assists in the succession planning process. These visits provide an
opportunity to assess local management performance and potential,
to gain further insight into how the business works on a day to day
basis and to speak first hand to local management and listen

to their views.

The format of visits often comprises a macroeconomic overview
of the country; its social and political systems; challenges and
opportunities; a review of the competitive landscape; and a
detailed review of the relevant business sectors in which the
business operates, its people, as well as the three year plan.
This year, the Board met in Germany and the USA and received
presentations from local management.

The Board has established a procedure for directors, if deemed
necessary, to take independent professional advice at the
Company’s expense in the furtherance of their duties. Every director
also has access to the Group General Counsel and Company
Secretary, who helps to ensure that Board procedures are followed
and that good corporate governance and compliance are
implemented throughout the Group. Together with the Group CEO
and the Group General Counsel and Company Secretary, the
Chairman ensures that the Board is kept properly informed and is
consulted on all issues reserved to it. Board papers and other
information are distributed in a timely fashion to allow directors to be
properly briefed in advance of meetings. In accordance with the
Company'’s Articles of Association, directors have been granted an
indemnity by the Company to the extent permitted by law in respect
of liabilities incurred as a result of their office. The indemnity would
not provide any coverage where a director is proved to have acted
fraudulently or dishonestly. The Company has also arranged
appropriate insurance cover in respect of legal action against its
directors and officers.

In accordance with best practice, the Chairman addresses the
developmental needs of the Board as a whole, with a view to further
developing its effectiveness as a team, and ensures that each
director refreshes and updates his or her individual skills, knowledge
and expertise.

A formal, comprehensive and tailored induction is given to all
non-executive directors following their appointment, including
access to external training courses, visits to key locations within the
Group and meetings with members of the Executive Board and
other key senior executives. The induction also covers a review of
the Group’s governance policies, structures and business, including
details of the risks and operating issues facing the Group.

Ensuring that Compass retains its disciplined approach to long

term growth, its focus on food as its core competence, and its
delivery of value for all of its stakeholders is dependent on the
successful implementation of the strategy set by the Board.

While the Group’s strategy is continuously discussed and refined
throughout the year, the Board takes time out of its regular
schedule every year to debate and reflect on broader strategic
issues. The Board held a strategy day in March when it discussed
the Group’s strategy at length. This is supported by strategy updates
at every Board meeting. More information about the Group’s strategy
can be found on pages 1 to 43.

JONVNY3IAN0D

Succession planning is a matter for the whole Board, rather than
for a committee. The Company’s Articles of Association provide that
one third of the directors retire by rotation each year and that each
director will seek re-election at the AGM every three years. However,
in accordance with the Code, all directors submit themselves for
annual re-election by shareholders. New directors may be appointed
by the Board, but are subject to election by shareholders at the first
opportunity after their appointment. The Articles of Association limit
the number of directors to not less than two and not more than 20,
save where shareholders decide otherwise. Non-executive directors
are normally appointed for an initial term of three years, which is
reviewed and may be extended by two further three year terms.

It is Board policy that non-executive director appointments should
last for no more than nine years.

There were a number of changes made to the composition of the
Board during the year. Dominic Blakemore’s appointment as Group
Chief Executive was advanced to 1 January 2018, earlier than the
scheduled date of 1 April 2018.

Don Robert retired from the Board as SID on 31 May 2018, and
was succeeded by John Bason on 1 June 2018. John has been a
non-executive director on the Board since June 2011 and is also
Chairman of the Audit Committee. The role of the SID involves
providing a sounding board for the Chairman and acting as an
intermediary for other directors and shareholders where necessary;
a role for which John is well qualified.

Anne-Francoise Nesmes and John Bryant were appointed as
non-executive directors with effect from 1 July 2018 and

1 September 2018 respectively. Anne-Francoise has a wealth

of experience in finance and accounting gained in international
organisations, with a strong focus on strategy, M&A and governance.
John has significant experience in finance, operations, M&A,
strategy and portfolio transformation and brings a valuable insight
into markets in the USA. Board member biographies can be seen on
pages 49 to 51.

Johnny Thomson, our Group Finance Director, will step down from
the Board on 31 December 2018. His successor, Karen Witts, will
join the company as Group CFO on 8 April 2019.
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Corporate Governance Report continued

PROMOTING THE SUCCESS OF THE COMPANY

The Company’s success is the driving factor behind all decisions
made by the Board. Decision making processes are structured to
enable directors to evaluate the merit of proposed business activities
and the likely consequences of its decisions over the short, medium
and long term. The Board carefully considers the impact of the
business on the communities and environments in which the Group
operates. Due consideration is paid to Compass’ stakeholders,
including but not limited to our customers, suppliers, business
partners, employees and shareholders. In all of its activities, and
those of the Group, the Board requires that our employees and
partners conduct business with the highest ethical and professional
standards. The Corporate Responsibility Committee oversees
Compass’ commitment to make a positive contribution to the health
and wellbeing of our clients and consumers, the communities where
we work and the world in which we live.

MAINTAINING A DIALOGUE
WITH SHAREHOLDERS

The Chairman ensures that the Board maintains an appropriate
dialogue with shareholders. The Group CEO, Group Finance Director
and the Investor Relations and Corporate Affairs Director regularly
meet with institutional investors to discuss strategic issues and to
make presentations on the Company’s results. Non-executive
directors develop an understanding of the views of major
shareholders through regular updates from the Investor Relations
and Corporate Affairs Director.

As well as full and half year results and quarterly trading updates,
the Company publishes Regulatory News Service announcements
through the London Stock Exchange and runs an active investor
relations engagement programme.

The Group General Counsel and Company Secretary also acts as an
important focal point for communications on corporate governance
matters throughout the year, but with a particular intensity leading
up to, during and after shareholder meetings.

The Company’s website provides an excellent means of
communicating with and receiving communications from
shareholders, potential investors and the wider stakeholder
community. The website contains an archive of information on the
Company’s history, leadership, governance, policies, financial
results, dividend history and up to date share price information.

Although the non-executive directors are not formally required to
meet the shareholders of the Company, their attendance at
presentations of the interim and annual results is encouraged.

All of our shareholders are invited to attend our AGM, which
provides a forum in which they can put questions to the Board and
the committee Chairmen. It also provides shareholders with an
opportunity to meet with directors on a more informal basis after
the meeting.

The Board would like to thank all those shareholders who took time
to attend the Company’s 2018 AGM. The Notice of Meeting for the
2019 AGM, which is due to be held on Thursday 7 February 2019
at Twickenham Stadium, can be found on pages 193 to 201. We
look forward to seeing you there.
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BOARD EFFECTIVENESS

The Chairman is responsible, with assistance from the Nomination
Committee, for ensuring that the Company has an effective Board
with a suitable range of skills, expertise and experience. Every year,
a performance evaluation of the Board and its committees is carried
out to ensure that they continue to be effective, and that each of the
directors demonstrates commitment to his or her respective role and
has sufficient time to meet his or her commitment to the Company.

An independent external evaluation was conducted by
EquityCommunications Limited (ECL) in May 2016 in line with the
mandated triennial external requirement set out in the Code. This
was the second occasion on which ECL had conducted an
independent, externally facilitated Board evaluation.

The 2016 evaluation undertaken by ECL took the form of one-on-
one interviews with all members of the Board and the Group General
Counsel and Company Secretary. It covered questions about Board
administration, strategy and operations, Board composition,
committee structure and succession planning. ECL’s report on the
outcome of the evaluation was presented to the Board at its
September 2016 meeting and was summarised in the 2016 Annual
Report and Accounts. The next external evaluation will be carried
out in the year ending 30 September 2019.

The Board evaluation is used to provide a full and frank appraisal of
the contribution of each individual director and the effectiveness of
the Board and its committees. A private meeting of the SID and
non-executives is held to evaluate the performance of the Chairman,
taking into account the views of the executive directors. Through the
annual evaluation process, the Board concluded that the
performance of each director was effective and that both the Board
and its committees continued to provide effective leadership and
exert the required levels of governance and control. This conclusion
aligns with the observations of the Chairman, committee Chairmen
and other non-executive directors made within the evaluation
process and throughout the year.

As a Board, we are satisfied that all non-executive directors
contribute effectively to Board debate, and guide, probe and, where
necessary, challenge management’s strategic plans and their
execution. Each of the non-executive directors brings considerable
expertise and experience accumulated in their professional careers.
Performance and training of the Board and its members is further
supported by a full induction on appointment, twice yearly Board
visits to overseas businesses where directors are encouraged to
discuss operational matters with local management, and an annual
strategy day. In respect of independence, each non-executive
director is free from any relationship or circumstance that could
affect, or appear to affect, the exercise of their independent
judgement. The quality of the debate at Board and committee
meetings indicates that Compass’ non-executives devote sufficient
time to considering and are well informed on the matters relating to
the business.



CONFLICTS OF INTEREST

As part of their ongoing development, the executive directors

may seek one external non-executive role on a non-competitor
board, for which they may retain the remuneration in respect

of the appointment. In order to avoid any conflict of interest, all
appointments are subject to Board approval and the Board monitors
the extent of directors’ other interests and the time commitment
required to fulfil those interests to ensure that its effectiveness is

not compromised.

Each director has a duty under the Companies Act 2006 (CA 2006)
to avoid a situation in which he or she has or can have a direct or
indirect interest that conflicts or possibly may conflict with the
interests of the Company. This duty is in addition to the obligation
that he or she owes to the Company to disclose to the Board an
interest in any transaction or arrangement under consideration by
the Company. The Company’s Articles of Association authorise the
directors to approve such situations and to include other provisions
to allow conflicts of interest to be dealt with. The Board follows an
established procedure when deciding whether to authorise an actual
or potential conflict of interest. Only independent directors (i.e. those
who have no interest in the matter under consideration) will be able
to make the relevant decision and, in making the decision, the
directors must act in good faith and in a way they consider will be
most likely to promote the Company’s success. Furthermore, the
directors may, if appropriate, impose limits or conditions when
granting authorisation.

Any authorities are reviewed at least every 15 months. The Board
considered and authorised each director’s reported actual and
potential conflicts of interest at its July 2018 Board meeting and
considers any changes on an ad hoc basis throughout the year.

COMMITTEES OF THE BOARD

As noted on page 46, the Board has established a number of
committees to assist in the discharge of its duties.

The formal terms of reference for the principal committees,
approved by the Board and complying with the Code, are available
from the Group General Counsel and Company Secretary and can
also be found at www.compass-group.com. Terms of reference are
reviewed annually by their respective committees and updated when
necessary to reflect changes in legislation or best practice.

Directors who are not members of individual Board committees may
be invited to attend one or more meetings of those committees
during the year.

The Group General Counsel and Company Secretary acts as
Secretary to all Board committees. The Chairmen of each of the
principal committees attend the AGM to respond to any shareholder
questions that might be raised on a committee’s activities.

In addition to the principal committees, the Board has established
the following committees:

EXECUTIVE BOARD

The Executive Board is the key management committee for the
Group and, at the date of this Report, comprises the executive
directors of the Company and Chris Garside (Managing Director,
Compass Group UK & Ireland); James Meaney (Regional Managing
Director, Latin America); Robin Mills (Group HR Director); Sandra
Moura (Investor Relations and Corporate Affairs Director); Venkatesh
Shantaram (Regional Managing Director, Central Asia, Middle East,
Africa, Turkey and Defence, Offshore & Remote); Sapna Sood,
(Director of International Clients and Market Development); Juergen
Thamm (Regional Managing Director, Continental Europe); Mark
van Dyck (Regional Managing Director, Asia Pacific); and Alison
Yapp (Group General Counsel and Company Secretary). The
Executive Board meets regularly and is responsible for developing
the Group’s strategy, capital expenditure and investment budgets. It
reports on these areas to the Board for approval, implementing
Group policy, monitoring health and safety, financial, operational
and customer quality of service performance, purchasing and
supply chain issues, succession planning and day to day
management of the Group.

DISCLOSURE COMMITTEE

The Disclosure Committee oversees the disclosure of market
sensitive information and other public announcements (as
necessary) in accordance with relevant laws and regulations.
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Meetings are held as required. At the date of this Report, the
Disclosure Committee comprises Johnny Thomson, Group Finance
Director; Alison Yapp, Group General Counsel and Company
Secretary; the Group Financial Controller; the Director of Group
Internal Audit; the Group Director of Strategy and M&A; and the
Investor Relations and Corporate Affairs Director.

GENERAL BUSINESS COMMITTEE

The General Business Committee comprises all of the executive
directors and meets as required to conduct the Company’s business
within clearly defined limits delegated by the Board and subject to
those matters reserved to the Board.

AUDIT COMMITTEE - PAGES 56 TO 63

CORPORATE RESPONSIBILITY

COMMITTEE - PAGES 64 TO 67

REMUNERATION COMMITTEE - PAGES 71 TO 93
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Governance and Directors’ Report
AUDIT COMMITTEE REPORT

Effective controls and

rigorous oversight

DEAR SHAREHOLDER

On behalf of the Board, | am pleased to present the Audit
Committee’s Report for the financial year ended 30 September
2018. The Committee plays a key role in overseeing the integrity of
the Company’s financial statements and the robustness of the
Group's systems of internal control and financial and regulatory risk
management systems. In the pages which follow we give an insight
into the activities and workings of the Committee during the year.

THE YEAR IN REVIEW

The Committee continued to focus on key issues related to the
Group's financial reporting, such as accounting judgements, internal
control activities, compliance matters and the ongoing quality of
related disclosures, the importance of which have been underlined
by recent high-profile UK corporate failures. We also covered other
important areas such as a review of the Company’s viability and
going concern statements, and performed the related financial
stress testing in order to meet the requirements of the Code.

In addition to routine committee work, we spent time assessing the
impact and reporting implications of IFRS 15, dealing with revenue
from contracts with customers, which will apply to Compass for the
financial year ending 30 September 2019. We have also begun to
assess the impact of IFRS 16, which will require all material
operating leases to be recorded on the balance sheet for the
financial year ending 30 September 2020.

Two new non-executive directors were appointed during the
year and | would like to take this opportunity to welcome
Anne-Francoise Nesmes and John Bryant to the Committee.
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Mr Anthony Sykes, who has been the Company’s senior statutory
auditor since KPMG LLP (KPMG) was appointed as external auditor
in 2014, will rotate off the Company’s external audit on completion
of the audit of the Company’s financial statements for the year under
review. He will be succeeded by Mr Paul Korolkiewicz.

RISK APPETITE, PRINCIPAL OPERATIONAL
RISKS AND RISK ASSURANCE

The Board'’s attitude to and appetite for risk are communicated to
the Group’s businesses through the strategy planning process. In
determining its risk appetite, the Board recognises that a prudent
and robust approach to risk mitigation must be carefully balanced
with a degree of flexibility so that the entrepreneurial spirit which has
greatly contributed to the success of the Company is not inhibited.
The Committee and the Board remain satisfied that the Company’s
internal risk control framework continues to provide the necessary
element of flexibility without compromising the integrity of risk
management and internal control systems.

We continue to develop and grow our business but, of course, in
some of the territories where we operate, the concept of corporate
governance is still underdeveloped. In these regions in particular, it
is important to have a clear, well-established system of risk
management and internal control to ensure that growth is
underpinned by solid business practice. In this regard, we have
strengthened our Regional Governance Committees (RGCs) with the
aim of further embedding the Group’s risk management culture
within the business.



The Group Risk Management Committee (RMC), comprising a
multi-disciplinary team of key individuals, assists the Audit
Committee with its work. The Chairman of the Committee is the
Group Finance Director and the membership comprises the Group
General Counsel and Company Secretary, the Director of Group
Internal Audit, the Group Financial Controller, the Investor Relations
and Corporate Affairs Director, the Group HR Director and the Group
Director of Strategy and M&A. The RMC, in conjunction with the
efforts of its colleagues in the Group’s RGCs, further embeds the
Group’s risk management culture within the business. It also
provides an additional layer of oversight to help underpin the
assurances given by the Committee to the Board in connection with
the appropriateness of the Group’s financial reporting, the
effectiveness of the internal and external audit functions, the
management of the Group’s systems of internal control and business
risks, and related compliance activities.

The Committee had oversight of a robust annual review and
assessment of the principal risks and uncertainties of the Group.
The review was conducted internally by a multi-disciplinary team.
The purpose of the review was to determine in the context of the
macro environment and Group strategy: (i) if the principal risks

and uncertainties disclosed in the 2017 Annual Report applied to
the current financial year; (i) whether there had been any year on
year variance to the status of each risk; (iii) what should be removed
or added?

As set out in the Principal Risks section on pages 35 to 37, last
year’s risks continue to be pertinent, albeit our perception of how
these risks have, as appropriate, remained static, increased or
diminished may have changed.

We are a global business operating in countries and regions with
diverse economic and political conditions and, because of this, the
Group’s operations and earnings may be adversely affected by
political or economic instability.

As more fully described on page 35, potential changes in US trade
policy and tax regulations, and the terms of the UK’s departure from
the European Union are expected to have an effect on the Group.
The full impact is not clear at this stage and the Committee will
continue to monitor developments and any reporting or accounting
matters that need to be considered once the full impact of the US
reforms and Brexit is known.

FAIR, BALANCED AND UNDERSTANDABLE

The Code provides that, through its financial reporting, the Board
should provide a fair, balanced and understandable assessment of
the Company’s prospects. At the Board’s request, the Committee
has reviewed the 2018 Annual Report to determine whether it
considered that the document, taken as a whole, meets this
standard and provides the information necessary for shareholders to
assess the Company’s position and performance, business model
and strategy. The Committee has concluded that this requirement
has been met.

On pages 18 and 19 and throughout this Report, we track our
performance against a mix of financial and non-financial KPIs,
which the Board and executive management consider best reflect
our strategic priorities. The Committee has considered these KPIs
and is satisfied that the information that has been selected by the
Board and the executive management will help to convey an
understanding of the culture of the business and the drivers
which contribute to its ongoing success and will be of interest

to stakeholders.

THE YEAR AHEAD

The Committee fulfils a key role within the Group. We have a busy
agenda and in the coming 12 months we will continue to exercise
our oversight role, assisting the Board to ensure that the integrity of
the Group’s published financial statements, and the effectiveness of
the Group’s internal financial controls and risk management systems
continue to be protected.

John Bason
Chairman of the Audit Committee

20 November 2018
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Audit Committee Report continued

THE AUDIT COMMITTEE

MEMBERSHIP AND MEETINGS

The Audit Committee comprises John Bason, Chairman, and all of
the non-executive directors in office at the date of this Report.
Members of the Audit Committee are appointed by the Board
following recommendation by the Nomination Committee. The Audit
Committee’s membership is reviewed and assessed in the context of
the range of skills, knowledge and experience required by the Code,
by the Nomination Committee and also as part of the annual Board
performance evaluation.

The members of the Audit Committee have been chosen to provide
the wide range of financial and commercial experience needed to
undertake its duties and each member of the Audit Committee
brings an appropriate balance of senior level financial and
commercial experience in multinational and/or complex
organisations, combined with a sound understanding of the
Company'’s business, and is therefore considered by the Board to be
competent in the Company’s sector. The expertise and experience
of the members of the Audit Committee are summarised on pages
50 and 51. The Board considers that each member of the Audit
Committee is independent within the definition set out in the Code
and is capable of assessing the work of management and the
assurances provided by the internal and external audit functions.
The Audit Committee’s Chairman, John Bason, is the Finance
Director of Associated British Foods plc and is therefore considered
by the Board to have significant, recent and relevant financial
experience and to be competent in auditing and accounting.

All members of the Audit Committee receive an appropriate
induction, covering the role and remit of the Committee and an
overview of the business, its financial dynamics and its risks and,
where appropriate, meetings with key individuals. Audit Committee
members are expected to have an understanding of the principles
of, and recent developments in, financial reporting, including the
applicable accounting standards and statements of recommended
practice, key aspects of the Company’s policies, financing, internal
control mechanisms, and matters that require the use of judgement
in the presentation of accounts and key figures as well as the role of
internal and external auditors. Members of the Audit Committee
undertake ongoing training as required.

The Audit Committee meets throughout the year and its agenda is
linked to events in the Company’s financial calendar. Each member
of the Audit Committee may require reports on matters of interest in
addition to the regular items. The Audit Committee met three times
during the year with an appropriate interval between each of the
meetings to ensure that work arising from Committee meetings
could be carried out and reported back to the Board, as appropriate.
Members’ attendance at the meetings held during the year is set out
in the table above.
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MEETING ATTENDANCE
MAXIMUM NUMBER OF % OF

MEMBER NUMBER OF  MEETINGS MEETINGS

MEMBER SINCE ~ MEETINGS! ATTENDED ATTENDED
John Bason June 2011 3 3  100%
Carol Arrowsmith June 2014 3 3  100%
Stefan Bomhard? May 2016 3 2 67%
John Bryant® Sep 2018 1 1 100%
Anne-Francoise Nesmes*  July 2018 1 1 100%
Don Robert® May 2009 2 2  100%
Nelson Silva July 2015 3 3  100%
Ireena Vittal July 2015 3 3  100%

1. The maximum number of meetings that a member was eligible to attend.

2. Mr Bomhard was unable to attend the September 2018 meeting due an
unavoidable prior commitment, but was able to give his feedback on the
papers in advance.

3. Appointed to the Board and its committees on 1 September 2018.

4. Appointed to the Board and its committees on 1 July 2018.

5. Stepped down from the Board and its committees on 31 May 2018.

The Audit Committee invites Paul Walsh, Chairman; Dominic

Blakemore, Group CEO; Johnny Thomson, Group Finance Director;

the Group Financial Controller; and the Director of Group Internal

Audit, together with senior representatives of the external auditor, to

attend each meeting although, periodically, it reserves time for

discussions without invitees being present. Other members of senior
management are invited to present such reports as are required for
the Audit Committee to discharge its duties.

The Chairman of the Audit Committee keeps in touch with key
individuals involved with the Company’s governance, including the
Group CEO, Group Finance Director, the Group General Counsel
and Company Secretary, the Director of Group Internal Audit and
the external Senior Statutory Auditor, and attends the AGM to
respond to any shareholder questions that might be raised
concerning its activities. The remuneration of the members of the
Audit Committee and the policy with regard to the remuneration of
the non-executive directors are set out on pages 81 and 92.

OBJECTIVES

The Audit Committee’s key objectives are the provision of effective
governance over the appropriateness of the Group’s financial
reporting, including the adequacy of related disclosures, the
performance of both the internal and external audit functions, and
the management of the Group’s systems of internal control, business
risks and related compliance activities.



ACTIVITY DURING THE YEAR
The key matters reviewed and evaluated by the Audit Committee
during the year are set out below:

FINANCIAL REPORTING
e the appropriateness of the interim and annual financial
statements (including the announcements thereof to the

London Stock Exchange) with both management and the external

auditor, including:

— at the Board’s request, whether the Annual Report and
Accounts, taken as a whole, is fair, balanced and
understandable and provides the information necessary for
shareholders to assess the Company’s position and
performance, business model and strategy

— the clarity of disclosures and compliance with financial
reporting standards and relevant financial and governance
reporting requirements and guidelines, including the European
Securities and Markets Authority Guidelines on Alternative
Performance Measures

— discussing the critical accounting policies and use of
assumptions and estimates, as noted in section B of the
accounting policies on page 116 of this Annual Report, and
concluding that the estimates, judgements and assumptions
used were reasonable based on the information available and
had been used appropriately in applying the Company’s
accounting policies. This included, for example, the
consideration of any goodwill impairment assessments and how
these were addressed

¢ the material areas in which significant judgements have been
applied, namely:

— considering the nature and quantum of the purchasing income
earned by the Group during the financial year. It also assessed
the extent to which the amounts recognised required estimation
and reviewed the recoverability of amounts accrued at the year
end with reference to aged analyses and subsequent cash
receipts. Nothing arose during the course of this review to
indicate that anything but limited judgement was required, or
that purchasing income had not been accounted for in
accordance with the Group’s accounting policies

— the level of provisioning for liabilities (including tax) where
management, accounting and legal judgements are important.
The Committee discussed with management the key
judgements made, in particular, the policy efforts being led
by the EU and OECD which may have a material impact on
the taxation of all international businesses, including relevant
legal advice. The external auditor also reported on all
material provisions to the Committee

e the going concern and viability statements
e non-financial information

OTHER MATTERS

In addition to its key role in the financial reporting process, the Audit
Committee also considered the following as well as developments in
regulation, such as in relation to changes in International Financial
Reporting Standards:
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NOv MAY SEP

ITEMS DISCUSSED 2017 2018 2018
INTERNAL AUDIT
e approval of the Group’s internal audit plan, risk controls and the review of internal audit activity g o hd
reports and updates
e consideration of Group internal audit’s review of key financial controls and key IT controls L4 hd
EXTERNAL AUDIT
e audit report on interim results L
e approval and review of the proposed audit plan and procedures ° L
— review of auditor effectiveness/independence following KPMG'’s fourth year as external auditor ®
— agreement of external auditor fees for 2018-2019 °
— review of the policy and update of the provision of non-audit services provided by the external auditor ® o bt
— assessment of the deployment of the audit plan L4
e audit report on full year results b
OTHER MATTERS
e |itigation and contingent liabilities g ° d
e operation of the Group’s Speak Up whistleblowing policy ° ° L
e country and theme specific audit matters b ° L
e the RGC structure and the outputs from committee meetings b o L
e tax matters, including provisioning for potential current tax liabilities and the level of deferred tax asset L L L
recognition as well as compliance with statutory tax reporting obligations
e certificates of assurance from local management b o
e considered the findings of the inspection of KPMG by the Audit Quality Review team of the FRC L
°

e terms of reference: annual review
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Audit Committee Report continued

EXTERNAL AUDITOR

An external audit tender and appointment process was concluded in
2014. The Committee considers that the Company has complied
with the legal requirements relating to the frequency and governance
of tenders for the appointment of the external auditor and the setting
of a policy on the provision of non-audit services.

In line with applicable legislation and best practice, no one can act
as an engagement partner for a listed company for more than five
years and, thereafter, there has to be a five year gap before the
same individual can undertake that role for the Company. As noted
on page 56, Mr Anthony Sykes who has been the Company’s senior
statutory auditor since 2014, will rotate off the Company’s external
audit on completion of the audit of the Company’s financial
statements for the year under review. He will be succeeded by

Mr Paul Korolkiewicz.

To ensure objectivity, key members of the external audit team rotate
off the Company’s audit. To safeguard the independence of the
Company'’s external auditor and the integrity of the audit process,
the recruitment of senior employees from the Company’s auditor is
not permitted for a period of at least two years after they cease to

be involved in the provision of services to the Company.

The Committee currently intends to tender its audit in 2023-2024
with a view to the chosen firm being appointed in 2024.

EXTERNAL AUDIT

The Audit Committee is responsible for the development,
implementation and monitoring of the Company’s policy on external
audit. The Committee reserves oversight responsibility for monitoring
the auditor’s independence, objectivity and compliance with ethical,
professional and regulatory requirements. The Audit Committee is
responsible for the re-tendering selection process and recommends
the appointment, reappointment and removal of the Company’s
external auditor, and considers the risks associated with its
withdrawal from the market in its risk evaluation and planning. The
Audit Committee also reviews and sets the terms, areas of
responsibility and scope of the audit as set out in the external
auditor’'s engagement letter; the overall work plan for the
forthcoming year, together with the associated fee proposal and cost
effectiveness of the audit; the external auditor’s independence; any
major issues which arise during the course of the audit and their
resolution; key accounting and audit judgements; the level of errors
identified during the audit; the recommendations made to
management by the auditor and management’s response; and the
auditor’s overall performance.

The Company operates a policy on non-audit fees which it reviews
annually and discloses the ratio of audit to non-audit fees paid in
each financial year.
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The Audit Committee monitors the extent of non-audit work which
the external auditor can perform, to ensure that the provision of
those non-audit services that can be undertaken by the external
auditor falls within the agreed policy and does not impair its
objectivity or independence. Following the change of external auditor
in 2014, the Committee agreed that Deloitte LLP should continue to
provide tax services to the Group and has amended its policy on the
provision of non-audit services by the external auditor accordingly to
exclude such services. Therefore, the external auditor should be
excluded from providing the Company with general consultancy and
all other non-audit services, unless there is no other competent and
available provider. Engagements for non-audit services that are not
prohibited are subject to formal approval by the Audit Committee
based on the level of fees involved. Non-audit services that are
pre-approved are either routine in nature with a fee that is not
significant in the context of the audit or are audit related services.

Within the constraints of applicable UK rules, the external auditor
has traditionally undertaken some due diligence reviews and other
pieces of non-audit work. The provision of non-audit services within
such constraints and the agreed policy is assessed on a case by
case basis so that the best placed advisor is retained. Principal
non-audit services provided by KPMG and approved by the Audit
Committee during the year ended 30 September 2018 primarily
comprised assistance on audit related services.

During the year, the Audit Committee reviewed KPMG’s fees for its
services performed to 30 September 2018, its effectiveness and
whether the agreed audit plan had been fulfilled and the reasons for
any variation from the plan. The review included a formal evaluation
process involving the use of questionnaires completed by finance
teams around the Group.

The Audit Committee also considered the robustness of the 2018
audit, the degree to which KPMG was able to assess key accounting
and audit judgements and the content of the management letter
issued by the external auditor. On the basis of the Committee’s
evaluation and taking into account the views of other key internal
stakeholders, the Committee concluded that both the audit and the
audit process were effective.

The total fees paid to KPMG in the year ended 30 September 2018
were £7.0 million of which £0.7 million related to non-audit work
(2017: £5.2 million of which £0.3 million related to non-audit work).
Further disclosure of the non-audit fees paid during the year can be
found in note 2 to the consolidated financial statements on

page 126.



REAPPOINTMENT OF AUDITOR

There are no contractual restrictions on the Company’s choice of
external auditor and in making its recommendation to shareholders
on the reappointment of KPMG, the Committee took into account,
amongst other matters, the tenure, objectivity and independence of
KPMG and its continuing effectiveness and cost as well as the
availability of firms within the wider audit market. KPMG has
expressed its willingness to continue as auditor of the Company.
Separate resolutions proposing KPMG'’s reappointment and
determination of its remuneration by the Audit Committee will be
proposed at the 2019 AGM.

DISCLOSURE OF RELEVANT
AUDIT INFORMATION

The directors confirm that, so far as they are each aware, there is no
relevant audit information of which KPMG is unaware and each
director has taken all the steps that ought to have been taken as a
director to be aware of any relevant audit information and to
establish that KPMG is aware of that information.

OUR STANDARDS

The Company remains committed to the highest standards of
business conduct and expects all of its employees to act
accordingly. The Group’s Speak Up policy (an extension of the Code
of Ethics incorporated within the Group’s Code of Business Conduct
(CBC) which is available in 40 languages) sets out arrangements for
the receipt, in confidence, of complaints on accounting, risk issues,
internal controls, auditing issues and related matters which would,
as appropriate, be reported to the Audit Committee. Speak Up is a
standard review item on all internal audit work programmes. The
Corporate Responsibility Committee retains overall responsibility for
the Group’s CBC programme, the training of employees and the way
in which management obtain assurance in this area, including the
annual self-certification process which saw more than 3,300 key
employees of influence confirm their continued compliance with the
CBC and the Code of Ethics in the year ended 30 September 2018.
The CBC and Code of Ethics are available on the Company’s website
at www.compass-group.com.

The Audit Committee also receives updates on any allegations of
bribery and fraud in the business at every meeting, with individual
updates being given to the Audit Committee, as needed, in more
serious cases of alleged bribery, fraud or related activities. The
Group’s theft and anti-fraud policies are a subset of the CBC, which
does not tolerate any activity involving fraud, dishonesty or
deception. These policies, for which the Audit Committee retains
overall responsibility, set out how allegations of fraud or bribery are
dealt with, such as by the local human resources or finance team,
and the frequency of local reporting that feeds into the regular
updates, which are presented to the Audit Committee. Reporting of
these matters to the Audit Committee is managed and overseen by
the internal audit function. The Speak Up policy operates when the
complaint is received through the whistleblowing channel and that
policy will redirect the alleged fraud or bribery for investigation at the
most appropriate level of the organisation which may, for example,
be by a member of the local human resources team or, on occasion,
the Audit Committee itself.

Each year, the Audit Committee critically reviews its own
performance and considers where improvements can be made and
in so doing it considers, amongst other things, those matters
discussed by the Audit Committee, such as:

e Audit Committee composition, structure and activities

¢ how well the Committee oversees the financial reporting process

e how well it understands and evaluates the effectiveness and
conclusions of internal control and the adequacy of the related
disclosures

e whether the Committee’s terms of reference are appropriate for
the particular circumstances of the Company and comply with
prevailing legislation and best practice

e whether the number and length of time of Committee meetings
are sufficient to meet the role and responsibilities of the
Committee and coincide with key dates within the financial
reporting and audit cycle

¢ dentification of additional training needs for Committee members

This is underpinned by the performance annual evaluation of the
Board and its committees, referred to on page 54.
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Audit Committee Report continued

INTERNAL AUDIT

The Audit Committee reviews the effectiveness of the Group’s
internal audit function and its relationship with the external auditor,
including internal audit resources, plans and performance as

well as the degree to which the function is free of management
restrictions. Throughout the year, the Audit Committee reviewed the
internal audit function’s plans and its achievements against those
plans. The Audit Committee considered the results of the audits
undertaken by the internal audit function and the adequacy of
management’s response to matters raised, including the time
taken to resolve any such matters.

INTERNAL CONTROL

The Audit Committee also reviews the integrity of any material
financial statements made by the Company. It monitors and
conducts a robust review of the effectiveness of the Group’s internal
control systems, accounting policies and practices and compliance
controls (including key financial controls) as well as the Company’s
statements on internal control before they are agreed by the Board
for each year's Annual Report. The Board retains overall
responsibility for internal control and the identification and
management of business risk and is assisted in this regard by a top
down and bottom up process of risk identification and management
which is the subject of regular interim review by RGCs and the RMC.
The key features of the Group’s internal control and risk
management systems that ensure the accuracy and reliability of
financial reporting include clearly defined lines of accountability and
delegation of authority, policies and procedures that cover financial
planning and reporting, preparing consolidated accounts, capital
expenditure, project governance and information security and the
Group’s CBC. The internal audit function is involved in the
assessment of the quality of risk management and internal control
and helps to promote and further develop effective risk management
within the business. Certain internal audit assignments (such as
those requiring specialist expertise) continue to be outsourced by
the Director of Group Internal Audit as appropriate. The Audit
Committee reviews internal audit reports and considers the
effectiveness of the function.
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In a Group where local management have considerable autonomy to
run and develop their businesses, a well designed system of internal
control is necessary to safeguard shareholders’ investments and the
Company'’s assets. The directors acknowledge that they have overall
responsibility for risk management, the Group’s systems of internal
control, for reviewing the effectiveness of those controls and for
ensuring that an appropriate culture has been embedded
throughout the organisation. In accordance with the guidance set
out in the FRC'’s Guidance on Risk Management, Internal Control
and Related Financial Business Reporting 2014, and in the Code
itself, an ongoing process has been established for identifying,
managing and evaluating the risks faced by the Group. This process
has been in place for the full financial year and up to the date on
which the financial statements were approved.

The systems are designed to manage rather than eliminate the risk
of failure to achieve the Group’s strategic objectives, safeguard the
Group’s assets against material loss, fairly report the Group’s
performance and position, and to ensure compliance with relevant
legislation, regulation and best practice including that related to
social, environmental and ethical matters. The systems provide
reasonable, but not absolute, assurance against material
misstatement or loss. Such systems are reviewed by the Board to
deal with changing circumstances.

A summary of the key financial risks inherent in the Group’s
business is given on pages 35 to 37. Risk assessment and
evaluation are an integral part of the annual planning cycle. Each
business documents the strategic objectives and the effectiveness of
the Group’s systems of internal control. As part of the review, each
significant business and function has been required to identify and
document each substantial risk, together with the mitigating actions
implemented to manage, monitor and report to management on the
effectiveness of these controls. Senior managers are also required to
sign biannual confirmations of compliance with key procedures and
to report any breakdowns in, or exceptions to, these procedures.
Summarised results are presented to senior management (including
to the RGCs) and to the Board.



These processes have been in place throughout the financial year
ended 30 September 2018 and have continued to the date of this
Report. Taken together, these processes and the reports they
generate, which are considered by the Audit Committee, constitute
a robust assessment of key risks and the internal controls that exist,
and are designed to mitigate these risks. The Board has reviewed
the effectiveness of the Group’s system of internal control for the
year under review and a summary of the principal control structures
and processes in place across the Group is set out in this Report.

CONTROL ENVIRONMENT

Whilst the Board has overall responsibility for the Group’s system
of internal control and for reviewing its effectiveness, it has
delegated responsibility for the operation of the internal control
and risk management programme to the Executive Board. The
detailed review of internal control has been delegated to the Audit
Committee. The management of each business is responsible for
internal control and risk management within its own business and
for ensuring compliance with the Group’s policies and procedures.
Each business has appointed a risk champion whose primary role
in such capacity is to ensure compliance by local management
with the Group’s risk management and internal control programme.
The internal auditors and external independent auditors have
reviewed the overall approach adopted by the Group towards its
risk management activities so as to reinforce these internal

control requirements.

CONTROL PROCEDURES

The Board reviews its strategic plans and objectives on an annual
basis and approves Group budgets and strategies in light of these.
Control is exercised at Group, regional and business level through
the Group’s MAP framework (as well as through the RGCs), monthly
monitoring of performance by comparison with budgets, forecasts
and cash targets, and by regular visits to Group businesses by the
Group CEO, Group Finance Director, Group General Counsel and
Company Secretary, and Group HR Director.

This is underpinned by a formal major risk assessment process,
which is an integral part of the annual business cycle and is also a
robust process adopted to support the viability statement. Each of
the Group’s businesses is required to identify and document major
risks facing their business and appropriate mitigating activities and
controls, and to monitor and report to management on the
effectiveness of these controls on a biannual basis. These reports,
together with reports on internal control and departures, if any, from
established Group procedures prepared by both the internal and
external auditors, are reviewed by the Group Finance Director and
the Audit Committee. Group companies also submit biannual risk
and internal control assurance letters to the Group Finance Director
on internal control and risk management issues, with comments on
the control environment within their operations. The Group Finance
Director summarises these submissions for the Audit Committee,
and the Chairman of the Audit Committee reports to the Board on
any matters that have arisen from the Audit Committee’s review of
the way in which risk management and internal control processes
have been applied.

JONVNY3IAN0D

The Board has formal procedures in place for the approval of client
contracts, capital investment and acquisition projects, with clearly
designated levels of authority, supported by post investment review
processes for selected acquisitions, client contracts and major
capital expenditure. The Board considers social, environmental and
ethical matters in relation to the Group’s business and assesses
these when reviewing the risks faced by the Group; further
information regarding environmental and ethical matters is available
on pages 38 to 43. The Board is conscious of the effect such
matters may have on the short and long term value of the Company.

The external auditor of the Company and the Director of Group
Internal Audit attend Audit Committee meetings and receive its
papers. Committee members meet regularly with the external auditor
and with the Director of Group Internal Audit, without the presence
of executive management.

There were no changes to the Company’s internal control over
financial reporting that occurred during the year ended 30
September 2018 that have affected materially, or are reasonably
likely to affect materially, the Company’s internal control over
financial reporting.
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CORPORATE RESPONSIBILITY COMMITTEE REPORT

Building on our co

mmitments

DEAR SHAREHOLDER

On behalf of the Board, | am pleased to present the Corporate
Responsibility (CR) Committee’s Report for the financial year ended
30 September 2018.

The CR Committee is responsible for assisting the Board and

the Company in fuffilling its corporate responsibility in line with

the Company’s strategy, policies and standards. We oversee the
Company’s progress against our CR commitments and the targets
we set.

During the year, we continued to develop our CR agenda and activity
programmes with a particular focus on our sustainability strategy,
supply chain integrity and our health and safety performance.

We take a holistic approach to corporate responsibility, carefully
considering the impact the Company’s activities have on the
communities and environments in which we operate and from

which we draw our largest resource, our people, and source our
ingredients and products. We have continued to make good progress
in the year against our objectives. Our achievements have been made
possible by the commitment of our people, underpinned by a well
established governance framework.
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THE YEAR IN REVIEW

From a governance perspective our focus this year centred
around the development and implications of the new UK
Corporate Governance Code 2018 (the New Code). The New
Code was published in its final form on 16 July 2018, and applies
to the Company’s financial year commencing on 1 October 2019.
The New Code, amongst other matters, provides guidance to
boards on engagement with wider stakeholder groups, including
our people. We have always recognised that our people are at the
heart of our success and we will continue to evolve our governance
arrangements so that we are able to comply with the New Code
and prevailing best practice.

SUSTAINABILITY STRATEGY

Throughout the year, we continued to deliver against our existing
sustainability commitments. | am delighted to report that, as a
Group, we have gained new momentum thanks to the launch of
our social purpose — to be a responsible corporate citizen, with an
all encompassing safety culture with people at its heart, supported
by a renewed sustainability strategy. Our global sustainability
strategy sets out our global priorities for responding to social and
environmental change, to create a positive impact, drive growth and
future proof our business. Our strategy is defined by three priorities:
health & wellbeing, environmental game changers and better for the
world. We will continue to target specific areas where we are able to
make a positive impact on the food system and the environment, for
example in reducing food waste and the use of single-use plastics
and developing plant-forward meals, initiatives which we believe will
support the global reduction of CO, emissions.



The Committee supports the Group’s social purpose and
enhanced sustainability strategy which will lead us to a new phase
in our CR journey and stand the Group in good stead to tackle the
evolving challenges facing businesses today.

Further information on our Corporate Responsibility and
sustainability strategy together with a review of progress can
be found in the 2018 Corporate Responsibility Report and on
pages 38 to 43.

SAFETY CULTURE

The health and safety of our people and consumers continue to
command our focus and underpin our sustainability priorities, and
| am pleased to report that this year, we improved our Global Lost
Time Incident Frequency and Global Food Safety Incident Rates.

The Committee will continue to closely monitor safety performance
across the Group and provide support for ongoing initiatives that will
improve existing practices, further embed strong and visible safety
leadership throughout our management structures, ensure our
people continue to be appropriately trained and protected, and
safeguard the wellbeing of our consumers. Further details of some
of our ongoing safety initiatives can be found on page 40.

SUPPLY CHAIN INTEGRITY

Compass’ Supply Chain Integrity Policy Statement was revised

in 2018 and is supported by the Group’s global Supply Chain
Integrity Standards. Sourcing responsibly is important to us and
we continue to demand robust standards from our suppliers and
our own businesses.

The Committee is pleased with the progress that has been made
to support compliance with our global standards and will continue
to champion responsible behaviour over the coming years. A copy
of the Supply Chain Integrity Policy Statement can be found at
WWW.COMPass-group.com.

UNITED NATIONS’ SUSTAINABLE
DEVELOPMENT GOALS

Last year we reported on the alignment of our sustainable
business activities with the UN Sustainable Development
Goals (UN SDGs). You can find out about our global
commitments towards the 2030 goals on page 43. Below are
some examples of our initiatives in support of the UN SDGs:

END HUNGER, ACHIEVE FOOD SECURITY
AND IMPROVED NUTRITION AND
PROMOTE SUSTAINABLE AGRICULTURE

In April 2017, our colleagues in the USA successfully
launched the Stop Food Waste Day initiative. A year later, the
event went global and, in April 2018, client and unit-based
activities took place in 34 Compass countries, engaging an
estimated 10 million consumers through our Stop Food Waste
Day activities. Encouraged by the success of this year's event,
Stop Food Waste Day 2019 is scheduled to take place on

24 April 2019 when we hope to build on the momentum we
have achieved to date. The initiative complements the Group’s
aim to reduce food waste by 50% by 2030, bringing additional
focus to an important global issue, raising awareness, educating
and ultimately influencing behavioural change at all levels.

79 ACHIEVE GENDER EQUALITY AND
g‘ EMPOWER ALL WOMEN AND GIRLS

In 2018, our Japanese business developed a fast track
programme for future leaders which was aimed at tackling
a national skills shortage. With the representation of
women leadership at a very low level, ensuring that there
was a high participation of potential female leaders was

a key priority. In the first year of the programme 37%

of the candidates were women and, having completed the
programme, all went on to take on their first leadership role
within 12 months. Developing talent from within is a central
part of the Compass approach and ensuring equal access to
all to development programmes is key.

o~ OCEANS, SEAS AND MARINE RESOURCES

CONSERVE AND SUSTAINABLY USE THE
sl FOR SUSTAINABLE DEVELOPMENT

We support sourcing sustainable seafood and improving the
health of our oceans. Recent media attention has focused on
the harmful effects of plastic pollution on marine ecosystems.
This year, we have partnered with several of our international
clients in relation to the use of single-use plastics, working
together to define a joint strategy in respect of the usage of
those types of products. Together, we have identified specific
products that can be eliminated from our sites, explored
substitute materials that are more sustainable and also
conducted research into how best to positively influence
consumer behaviour to promote more responsible disposal or
re-use of single-use plastics.
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Corporate Responsibility Committee Report continued

SLAVERY AND HUMAN TRAFFICKING

In October 2018, Compass published its third annual Modern
Slavery Act statement. Compass’ position has always been clear in
respect of any type of human rights abuse: our people are the key to
our continued success and we will not tolerate unethical behaviour
in our own operations or within our supply chains. The Committee

is dedicated to ensuring that the controls in place to mitigate the risk
of this type of activity are regularly reviewed, we keep abreast

of developing initiatives, and the Company is appropriately prepared
to identify and tackle any potential occurrence of this type of activity.

Our Human Rights Policy, Code of Business Conduct and Code of
Ethics set the standards we expect regarding the treatment of all
colleagues and contractors within Compass and its supply chains.
We require our suppliers to meet our standards and, to this end, our
supply contracts specify a commitment to comply with our policies
and procedures.

Increasing supply chain transparency is a key element of our Global
Supply Chain Integrity Standards. To identify potential vulnerabilities,
we conduct comprehensive risk assessments of our supply chains,
supported by expert risk analysis. Compass Group is a member of
the Supplier Ethical Data Exchange, ‘SEDEX’, a not for profit
organisation enabling sharing of ethical supply chain data providing
supplier information in four key areas:

® labour standards
e health and safety
e the environment
® business ethics

Within our UK business, we have rolled out SEDEX to 50% (2017:
30%) of suppliers within those categories we consider higher risk.
We are engaging with our global procurement teams to introduce
SEDEX across more countries.

We have an established e-learning programme for the Group’s
procurement teams, designed to raise awareness of the issue of
slavery and human trafficking and to help identify and mitigate
potential risks from our global supply chain. Colleagues from our
Foodbuy procurement teams in the UK and North America, which
account for around 70% of our global procurement spend, have
been appropriately trained. By 2020, we are committed to extending
the e-learning programme to our top 20 countries, which account for
over 80% of our global procurement spend.
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THE YEAR AHEAD

The Committee will continue to support the ongoing development

of our sustainability strategy and best practice in sustainable
business practices as well as oversee and promote the

Company’s performance in this area. In respect of corporate
governance developments, particularly the New Code, the
Committee will continue to assess the need for change and to make
recommendations to the Board as appropriate. We look forward to
progressing the Company’s CR agenda in conjunction with our many
stakeholders and will continue to listen to their views and incorporate
their insights to ensure we are well placed to meet the challenges of
the year ahead.

Nelson Silva

Chairman of the Corporate Responsibility Committee

20 November 2018



THE CR COMMITTEE COMPOSITION OBJECTIVES

The CR Committee comprises Nelson Silva, Chairman, Paul Walsh, The objective of the CR Committee is to assist the Board and the

Dominic Blakemore, Johnny Thomson, Robin Mills (Group HR Company in fulfilling its corporate responsibility in line with the o

Director), Alison Yapp (Group General Counsel and Company Company'’s strategy, policies, processes and standards. %

Secretary) who succeeded Mark White on 1 October 2018, and all =
=

of the non-executive directors in office at the date of this Report. The RESPONSIBILITIES =

CR Committee meets at least twice a year. The Committee met twice ~ The Committee’s primary responsibilities include health, safety (=]

during the year and members’ attendance at meetings held during and environmental practices, ethical business conduct, the
the year is set out in the table below. promotion of employee engagement and diversity as well as
MEETING ATTENDANCE community investment.
MAXIMUM  NUMBER OF % OF The Committee has a rolling agenda and receives reports from

MEMBER NUMBER OF MEETINGS MEETINGS ) )
MEMBER SINCE MEETINGS! ATTENDED ATTENDED the Global HSE Director and other senior managers to ensure
Nelson Silva July 2015 2 2  100% that progress is being made towards meeting the Group’s
Carol Arrowsmith June 2014 2 2 100% specific corporate responsibility KPIs and our ongoing corporate
John Bason June 2011 2 2 100% responsibility commitments.
Dominic Blakemore? Jan 2018 1 1 100% The Committee monitors developments in corporate governance and
Stefan Bomhard May 2016 2 2 100% makes recommendations to the Board to adopt best practice
John Bryant® Sep 2018 - - n/a changes as appropriate and in this regard is supported by the Group
Richard Cousins* Nov 2006 1 1 100% General Counsel and Company Secretary.
Robin Mills Nov 2015 2 2 100% Throughout the Annual Report we have sought to include examples
Anne-Francoise Nesmes® July 2018 - - n/a of how we are endeavouring to achieve our strategic goals whilst
Don Robert® May 2009 2 2 100% underpinning our core values.
Johnny Thomson Dec 2015 2 2 100%
Ireena Vittal July 2015 2 2 100%
Paul Walsh Jan 2014 2 2 100%
Mark White’ Mar 2008 2 2 100%

The maximum number of meetings that a member was eligible to attend.
Appointed Group CEO on 1 January 2018.

Appointed to the Board and its committees on 1 September 2018.
Ceased to be a director on 31 December 2017.

Appointed to the Board and its committees on 1 July 2018.

Stepped down from the Board and its committees on 31 May 2018.
Stepped down as a member on 30 September 2018.

NOoO O~ wWN =
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NOMINATION COMMITTEE REPORT

DEAR SHAREHOLDER

On behalf of the Board, | am pleased to present the
Nomination Committee’s Report for the financial year ended
30 September 2018.

It has been another busy year for the Nomination Committee.

We had a number of planned changes to Board membership arising
from our steady state succession activities including one key
change, the appointment of Dominic Blakemore as Group CEOQ,
which had to be accelerated due to the untimely death of Richard
Cousins. It was in this context that the robustness of our succession
planning policy was tested. Forward planning meant that we were
prepared and well placed to react swiftly to changing circumstances.

THE YEAR IN REVIEW

By linking succession planning to Board strategy, the Nomination
Committee is able to plan further ahead to prepare for future
challenges and ensure that the Board has a continuous balance of
the right skills, knowledge and experience to satisfy the ongoing and
anticipated strategic needs of the Group. Refreshment of the Board
is an essential component of the evolutionary nature of strategy, and
over the past year we have taken steps to augment the diversity of
skills and experience present on the Board. Our approach has been
instrumental in ensuring the smooth transition of Board roles
between incoming and retiring directors.
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NON-EXECUTIVE DIRECTORS

This year, as part of our Board succession planning process,

we appointed two new non-executive directors. Prior to their
appointment, the Committee identified the necessary attributes

for each specific non-executive director role which was set to
correspond with Board strategy. Specialist third party independent
recruitment agencies Odgers Berndtson and Spencer Stuart, neither
having any other connection to the Company, were used to identify
candidates matching the requirements for each role. The Committee
reviewed lists of potential appointees, and shortlisted candidates for
interview based upon the objective criteria identified at inception.

Candidates were required to demonstrate that they had sufficient
time available to devote to the role. Interviews for each of the
candidates were arranged with me as Chairman of the Board, the
Group CEO and other Board members. Once the preferred
candidates had been identified, detailed external references were
taken, following receipt of which, the Committee formally
recommended the appointments to the Board.

The recruitment process enabled the Committee to determine that
the skills and experience brought by both Anne-Francoise Nesmes
and John Bryant were complementary to those already present on
the Board, and to conclude that their contribution and insights will
benefit the Board over the coming years.



Anne-Francoise and John were appointed as non-executive
directors with effect from 1 July 2018 and 1 September 2018
respectively. Anne-Francoise has a wealth of experience in finance
and accounting gained in international organisations, with a strong
focus on strategy, M&A and governance. John has significant
experience in finance, operations, M&A, strategy and portfolio
transformation as well as a valuable insight into markets in the
USA. Biographies of the directors can be found on pages 49 to 51.

Following the completion of his nine year tenure, Don Robert, who
had been the SID since October 2015, retired on 31 May 2018.
During his time at Compass, Don provided invaluable support to us
and offered the Board a constructive insight into markets in the US.
John Bason, a long serving non-executive director who is also the
Chairman of the Audit Committee, succeeded Don as the SID on

1 June 2018. John's appointment as the SID reflects his extensive
experience and | am pleased to report that he has provided excellent
support to me and to the Board in his new role.

GROUP CFO RECRUITMENT PROCESS

On 4 July 2018, Johnny Thomson announced his intention to step
down from the Board and will leave the business by the end of
December 2018.

The Board employs the services of executive search firms as part
of the external search process to identify potential Board and senior
management candidates. In preparation for the Group Finance
Director’s succession, the Committee considered the credentials of
a number of providers before recommending the appointment of
the search firm considered best placed to meet the brief. The firm
chosen, Korn Ferry, was considered to be independent of, and has
no other links with, the Company or its directors in connection with
the brief.

A profile was prepared setting out the desirable experience,
background and personal characteristics of the preferred candidate
and Korn Ferry prepared a long list of candidates that was shortlisted
to seven. The shortlisted candidates were interviewed by the Group
Chief Executive and other directors. The Committee discussed two
potential candidates further. A preferred candidate was identified
and it was proposed that the preferred candidate should be
recommended to the Board for further consideration. Detailed
external references were taken on the preferred candidate.

The recommendation, which the Board approved, was that

Karen Witts should be appointed as Group CFO. As announced on
1 November 2018, Karen will join the Company on 8 April 2019.
In the interim, Palmer Brown, Chief Corporate Investment &

Risk Officer, Compass Group North America, will act as Interim
CFO (but will not be a member of the Board) until Karen Witts is
formally appointed. We look forward to Karen joining us in 2019.

BOARD DIVERSITY

Following the appointment of Karen Witts as the Group CFO from
2019, the gender balance of the Board will meet the 33% target of
female representation recommended by Lord Davies which, coupled
with the breadth of experience, backgrounds, education, cultures
and expertise of our directors, means that we will have a truly
diverse Board.

EXECUTIVE BOARD

In addition to the appointments made to the Board, the membership
of the Executive Board was further strengthened by the appointment
of five new members with diverse experience and backgrounds and
| am pleased to report that the percentage of women on the
Executive Board has increased from 11% at the start of the year
under review to 25% at the date of my statement. Following Karen
Witts” appointment in 2019, this will increase to 33%, which is in
line with the Hampton-Alexander target of 33% women in leadership
teams by 2020.

HAMPTON-ALEXANDER 2020 TARGET
(% FEMALE IN LEADERSHIP)

JONVNY3IA0D

11%

25%

33%

W1 October 2017

THE YEAR AHEAD

We have a strong Board and executive management with a broad
range of experience which has driven the Company’s success. The
Committee and the Board believe that our directors are well qualified
to further advance the interests of the Company’s shareholders, as
well as its people, clients and consumers, partners and the
communities in which we work.

M 20 November 2018 M Hampton-Alexander 2020 target

To underpin our work to date, in the coming year we will continue to
focus on our strategy led succession planning agenda.

p—
e
cank %
—

Paul Walsh
Chairman of the Nomination Committee

20 November 2018
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Nomination Committee Report continued

THE NOMINATION COMMITTEE

COMPOSITION

The Nomination Committee comprises Paul Walsh, Chairman;
Dominic Blakemore, Group CEO; and all of the non-executive
directors in office at the date of this Report.

The Committee had four scheduled meetings and members’
attendance at meetings held during the year is set out in the
table below.

MEETING ATTENDANCE
MAXIMUM NUMBER OF % OF

MEMBER NUMBER OF MEETINGS MEETINGS

MEMBER SINCE MEETINGS! ATTENDED ATTENDED
Paul Walsh Jan 2014 4 4 100%
Carol Arrowsmith June 2014 4 4 100%
John Bason June 2011 4 4 100%
Dominic Blakemore? Jan 2018 3 3  100%
Stefan Bomhard?® May 2016 4 3 75%
John Bryant* Sep 2018 1 1 100%
Richard Cousins® Nov 2008 1 1 100%
Anne-Francoise Nesmes® July 2018 1 1 100%
Don Robert’ May 2009 3 2 67%
Nelson Silva July 2015 4 4 100%
Ireena Vittal July 2015 4 4 100%
1. The maximum number of meetings that a member was eligible to attend.

2. Appointed Group CEO on 1 January 2018.

3. Mr Bomhard was unable to attend the September meeting due to an

unavoidable prior commitment, but provided his feedback on the papers

in advance.

Appointed to the Board and its committees on 1 September 2018.

Ceased to be a director on 31 December 2017.

Appointed to the Board and its committees on 1 July 2018.

Stepped down from the Board and its committees on 31 May 2018. Mr Robert
was unable to attend the March 2018 meeting due to a family iliness.
OBJECTIVES

The Nomination Committee’s key objective is to review and

monitor the Board’s composition and to ensure that the Board
comprises individuals with the right blend of skills, knowledge and
experience to maintain a high degree of effectiveness in discharging

its responsibilities.

RESPONSIBILITIES

The Nomination Committee reviews the structure, size and
composition of the Board and its committees and makes
recommendations to the Board with regard to any changes
considered necessary in the identification and nomination of new
directors, the reappointment of existing directors and appointment
of members to the Board’s committees. It also assesses the roles
of the existing directors in office to ensure that there continues to
be a balanced Board in terms of skills, knowledge, experience and
diversity. The Committee reviews the senior leadership needs of
the Group to enable it to compete effectively in the marketplace
and advises the Board on succession planning for executive
director appointments, although the Board itself is responsible

for succession generally.

No ok
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The Nomination Committee has standing items that it considers
regularly under its terms of reference; for example, the Committee
reviews its own terms of reference annually, or as required, to
reflect changes to the Code or as a result of changes in regulations
or best practice.

SUCCESSION PLANNING AND DIVERSITY

We are a people business. Our strength comes from an inclusive
and welcoming environment, where we recognise that the
experiences and perspectives which make us unique come together
in our shared values and vision. We strongly believe that the more
our people reflect the diversity of our clients and consumers, the
better equipped we are to service their needs. At Board level, our
approach to the appointment of new directors and senior executives
reflects our Guiding Principles to develop people and value diversity,
to ensure the optimal balance of experience and backgrounds on
our Board and committees. Prior to making an appointment, the
Nomination Committee evaluates the balance of skills, knowledge,
independence, experience and diversity on the Board and, in light
of this evaluation, prepares a description of the role and capabilities
required, with a view to ensuring that the best placed individual for
the role is recommended to the Board for appointment. As a Board
we promote an environment which is supportive of all individuals
from diverse backgrounds and thus in identifying suitable
candidates, the Nomination Committee normally:

e uses open advertising or the services of external advisors to
facilitate the search

e considers candidates from different genders and a wide
range of backgrounds such as ethnicity, race, religion
and education

e considers candidates on merit and against objective criteria,
ensuring that appointees have sufficient time to devote to the
position, in light of other potentially significant commitments

Our appointments in 2018 highlight how well this process works
and has led to the introduction of two new Board members who
complement our existing Board by bringing new perspectives.
This blend of skills, knowledge and experience which comes from
diverse backgrounds will continue to be of paramount importance
in ensuring that the right candidates are chosen to join our Board
and for senior executive roles.



Governance and Directors’ Report
DIRECTORS’ REMUNERATION REPORT

Reward to support corporate success

ANNUAL STATEMENT

DEAR SHAREHOLDER

On behalf of the Board, | am pleased to present the Remuneration
Committee’s Report for the financial year ended 30 September 2018
which is split into:

(i) this Annual Statement with an ‘at a glance’ of the remuneration
decisions made this year

(i) the Governance Summary
(iii) the 2018-2021 Remuneration Policy (the Policy) (the Policy Period)

(iv) the Annual Remuneration Report on the implementation of the
Policy in the year ended 30 September 2018 and proposed
implementation for the next financial year

The financial year 2017-2018 has been a very busy period for the
Remuneration Committee and | am grateful for the dedication of
the members and of the Compass team who have supported us.
In addition to the conclusion of our triennial Policy review, the
normal cycle of setting performance targets for the year ahead and
measuring their outcomes, we have dealt with the remuneration
consequences of the tragic death of Richard Cousins, our long-
serving Group Chief Executive (Group CEQ), and the accelerated
succession of Dominic Blakemore to the role. Towards the end of
the year, we reviewed the terms of departure for Johnny Thomson,
Group Finance Director, and latterly the appointment of Karen Witts
as his successor. | am pleased to be able to report to shareholders
that each of these changes has been carefully developed to be
balanced and wholly within the standard provisions of our Policy.

JONVNY3IAN0D

REMUNERATION POLICY AND
SHAREHOLDER ENGAGEMENT

In 2017, we reviewed our Remuneration Policy, taking account

of the significant change to the remuneration landscape and the
evolution of best practice, incorporating many features encouraged
by shareholders. We also undertook the review with the intention
that it would strengthen our future ambitions and be capable of
supporting our talented leaders and their future successors.

In formulating the Policy, we consulted extensively with key
shareholders and their representative bodies, taking on board their
feedback in the final design and, at last year's AGM, we were
delighted to receive a 95.90% vote in favour of our Remuneration
Policy and 96.58% in favour of our Remuneration Report. | would
like to thank our shareholders and their representative bodies

for their engagement, constructive feedback and subsequent
voting support.

DIRECTOR CHANGES

We began the year preparing for the retirement of our Group CEO,
Richard Cousins, and the succession of Dominic Blakemore as
Group CEO on 1 April 2018. Following Mr Cousins’ death,

Mr Blakemore’s promotion was accelerated to take effect from

1 January 2018 and his previously disclosed terms were
implemented from that date.
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Directors’ remuneration report continued

Details of the remuneration terms for Mr Blakemore are completely
aligned to our approved Policy and as originally detailed on page 70
in the 2017 Annual Report. Mr Blakemore’s annual salary as
Deputy Group CEO of £750,000 was increased to a starting annual
salary of £900,000 as Group CEO with effect from 1 January 2018.
In accordance with our Policy and our commitment last year, we
have reviewed his salary in light of excellent leadership of the
business and the delivery of another year of strong results.
Accordingly, we intend to increase his salary to £975,000 with effect
from 1 January 2019. Any adjustments thereafter will be consistent
with the range applicable to the wider workforce. The base salary
remains below that previously provided to Mr Cousins and the
relevant market for his role (based on the FTSE 50 excluding the
financial service sector).

The details of remuneration for Richard Cousins as originally
disclosed on 21 September 2017 were subsequently amended to
reflect the actual and curtailed period of his employment and are set
out on page 84.

Johnny Thomson will step down from the Board on 31 December
2018. His leaving terms are within the approved Policy, consisting
of remuneration until the end of his employment and the forfeiture
of extant LTIP awards which would have vested following his
departure. Mr Thomson will not be eligible for an annual bonus
payment in respect of 2018-2019. These terms are set out in more
detail on page 91.

Following the end of the financial year, on 11 October 2018 we
announced the appointment of Karen Witts as our Group Chief
Financial Officer (Group CFO). Karen will join the Board on 8 April
2019 and details of her appointment arrangements are set out on
page 91.

REWARDING PERFORMANCE

Compass has delivered a strong performance against a backdrop

of pressures from the tightening labour market in many parts of the
Group. We have remained focused on organic growth and
disciplined in generating efficiencies, supported by our Management
and Performance (MAP) framework. North America is once again
the major growth engine for the Group, but we are also seeing an
improving environment in Rest of World. There continue to be
ongoing challenges in some parts of Europe with improvements
starting to be realised following actions taken. For the annual bonus,
we have determined the outcomes of Group and North American
performance as 95.9% and 99.7% respectively. More details are set
out in the Remuneration Report on pages 85 and 86.

For the Long Term Incentive Plan, the TSR element vested in full
because Compass ranked 11" against other FTSE 100 companies
(excluding the financial service sector) over the performance period.
The targets we set based on growth in ROCE and cumulative AFCF
were demanding and were satisfied with 84.9% and 100% vesting
respectively. The Committee considers this outcome to be a fair and
balanced result. This has led to an overall outcome for the LTIP of
95% of the maximum opportunity.
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Salary adjustments for executive directors are aligned with increases
paid for other senior executives within the Group and specifically to
employees within their region. Accordingly, Gary Green will receive a
salary increase of 3% which will take effect from 1 January 2019.

OTHER MATTERS

Overall, the changes we made last year are working well and have
successfully supported the executive director changes made over
the course of the year. Shareholders should note that the Board has
proposed a resolution in respect of non-executive director fees.
Whilst this is not a matter for the Remuneration Committee, as
these fees must be included within the Remuneration Report, it is
pertinent to draw shareholder attention to the proposal. Under the
current Policy, the annual aggregate fees payable to a non-executive
director are subject to a cap of £125,000. The Board believes that a
non-executive director who performs more than one non-executive
role for the Company should be appropriately remunerated and
receive the full fee payable for each of the roles performed. The
Board is therefore seeking shareholder approval for the Company to
pay each of its non-executive directors the full fee payable for each
of the roles they perform for the Company without reference to the
annual cap. The total fees for the non-executive directors will
continue to be within the limits set out in the Company’s Articles of
Association. More details of the proposed resolution can be found in
the Notice of Meeting on pages 193 and 195.

CONCLUSION

The voting outcome at the 2018 AGM in respect of the Annual
Remuneration Report for the year ended 30 September 2017 is set
out on page 93.

| look forward to welcoming you and receiving your support at the
upcoming AGM.

() Ao B

Carol Arrowsmith
Chairman of the Remuneration Committee

20 November 2018



AT A GLANCE

REMUNERATION IN 2017-2018
MEASURING PERFORMANCE

BONUS LTIP
MEASURING PERFORMANCE STRATEGIC KPI WEIGHTING'§ WEIGHTING!

Growing and retaining our customer base and Organic Revenue Growth (ORG) 25%

driving volumes

Delivering profit from our operations Profit Before Interest & Tax (PBIT) 55% = ©
Turning profit into cash Adjusted Free Cash Flow (AFCF) 15% 33.3% %
Delivery against investments Return on Capital Employed (ROCE) - 33.3% g
Effectiveness of our safety culture Lost Time Incident Frequency Rate (LTIFR) 2.5% - =
Providing safe food and of the right quality Food Safety Incident Rate (FSIR) 2.5% — =
Delivering returns for shareholders Total Shareholder Return (TSR) — 33.3%

1. Based on Group performance measures and LTIP based on the Plan vesting in year.

REMUNERATION OUTCOMES AS AT 30 SEPTEMBER 2018

DOMINIC GARY JOHNNY
ELEMENT BLAKEMORE GREEN THOMSON

Base salary at 30 September 2018 £900,000 US$1,399,590 £658,000
Pension (% of base salary) 20% 35% 35%
Benefits £34,000 US$74,000 £32,000
Annual bonus (% of max) 95.9% 99.7% 95.9%
LTIP (% of max) 95% 95% 95%

ANNUAL BONUS OUTCOME

The maximum opportunity for annual bonus is 200% of base
salary for the Group CEO and 150% of base salary for other
executive directors with bonus deferral of one third of bonus into
shares for executives who have not achieved the pro rata share
ownership guideline, with all other payouts in cash. All cash
bonus and Deferred Bonus Shares are subject to malus and
clawback. Performance measures and weightings are unchanged
from the previous year.

The results below represent the Group’s results. Gary Green has
regional performance outcomes as shown on page 86.

GROUP RESULTS

PBIT
AFCF
ORG

HSE*

Threshold Target Max

*  Health Safety and Environment (HSE) is the combined outcome of the
LTIFR and FSIR.

e Group payout at 95.9% of maximum bonus

e North America payout at 99.7% of maximum bonus

e subject to malus and clawback

e as all current executive directors have met share ownership
guidelines, bonus will be paid in cash

SHARE OWNERSHIP GUIDELINES

LTIP OUTCOME

The maximum opportunity at the time of grant of the LTIP which
vested in respect of the three year performance period which
ended on 30 September 2018 was 250% of base salary for the
Group CEO and 200% for other executive directors. The results
below represent the Group’s results and are applicable to all
executive directors.

AFCF
ROCE
TSR

Threshold Target Max

e performance measured over period 1 October 2015 to
30 September 2018

e payout of 95% of maximum performance

e two year holding period applies to vested shares

e subject to malus and clawback

The share ownership guidelines were increased for all executive directors following the 2018 AGM to 300% of base salary for the Group
CEO and 250% of base salary for other executive directors which is to be achieved over a five year period.

Compass Group PLC Annual Report 2018



Governance and Directors’ Report

Directors’ remuneration report continued

GOVERNANCE SUMMARY

THE REMUNERATION COMMITTEE

The Board sets the Company’s Remuneration Policy and the
Committee is responsible, within the authority delegated by the
Board, for determining specific remuneration packages and the
terms and conditions of employment for the members of the
Executive Board, which comprises the executive directors and other
senior executives. The Committee ensures that the members of the
Executive Board are provided with the appropriate incentives to
enhance the Group’s performance and to reward their personal
contribution to the success of the business. The Committee reviews
the remuneration arrangements for Group employees whose salaries
exceed a specified level and administers the Company’s share
incentive plans. The Committee has regard for the wider
remuneration philosophy of the organisation when considering
executives’ packages. The Committee also determines the
Chairman’s remuneration, although the Board itself determines the
level of fees paid to the non-executive directors. No directors are
involved in determining their own remuneration. The Committee
maintains an active dialogue with shareholder representatives and
its full terms of reference are set out on the Company’s website at
WWW.COMPass-group.com.

The Committee consists entirely of independent non-executive
directors, as defined in the UK Corporate Governance Code.

COMMITTEE COMPOSITION

The Committee comprises Carol Arrowsmith, Chairman, and all the
other non-executive directors in office at the date of this Directors’
Remuneration Report (DRR). The Remuneration Committee met
five times during the year. Members’ attendance at the meetings
held during the year is set out in the table below.

MEETING ATTENDANCE

MAXIMUM NUMBER OF % OF
MEMBER NUMBER OF  MEETINGS MEETINGS

MEMBER SINCE ~ MEETINGS' ATTENDED ATTENDED
Carol Arrowsmith June 2014 5 5 100%
John Bason June 2011 5 5 100%
Stefan Bomhard? May 2016 5 4 80%
John Bryant® Sept 2018 1 1 100%
Anne-Francoise Nesmes*  July 2018 2 2 100%
Don Robert® May 2009 3 3  100%
Nelson Silva July 2015 5 5 100%
Ireena Vittal July 2015 5 5 100%

1. The maximum number of meetings that a member was eligible to attend.
2. Mr Bomhard was unable to attend the September meeting due to an
unavoidable prior commitment, but provided his feedback on the papers in
advance.

Appointed to the Board and its committees on 1 September 2018.
Appointed to the Board and its committees on 1 July 2018.

Stepped down from the Board and its committees on 31 May 2018.

oW

74  Compass Group PLC Annual Report 2018

Biographical details of the current members of the Committee

are set out on pages 50 and 51. Alison Yapp, the Group

General Counsel and Company Secretary, who succeeded

Mark White on 1 October 2018, acts as the Secretary to the
Committee. Robin Mills, Group HR Director, and Lorna Benton,
Group Reward & Diversity Director, attend Committee meetings by
invitation to advise the Committee on Group policies and practice.
Details of advisors to the Committee can be found on page 93.
The Chairman of the Remuneration Committee attends the AGM to
respond to any shareholder questions that might be raised on

the Committee’s activities.

ACTIVITY DURING THE YEAR

The key activities of the Committee during the year ended

30 September 2018 are set out below. In addition, the Committee
also reviews performance under Group wide share plans and
approves any discretionary matters for individuals below executive
director level and considers other governance matters on a regular
basis.

@ } * reviewed salary progression for the Executive
Board effective 1 January 2018

e determined 2016-2017 performance
outcomes for the LTIP and bonus plans

e approved draft DRR for 2016-2017

e determined proposed targets under the LTIP
and other incentive schemes below Executive
Board for 2017-2018

e determined proposed targets for 2017-2018
bonus plans

e approved Directors’ Remuneration Policy proposal
for 2018-2021 based on shareholder feedback

e approved terms for Mr Blakemore following
change in leadership and approved amended
terms for the late Mr Cousins

e reviewed LTIP awards for global leadership
team

e received an update on external remuneration
trends from advisors

approved leaving terms for Mr Thomson

e reviewed terms of reference for the Committee
e determined the Chairman’s fee

e received an update on global salary landscape
e considered the draft DRR for 2017-2018

e considered the implications of changes to IFRS

e considered the preliminary terms for a potential
Group CFO

+-=0-0—0—-0
VV VY



STRUCTURE AND CONTENT OF
THE DIRECTORS’ REMUNERATION
REPORT (DRR)

This DRR has been prepared on behalf of the Board by the
Committee in accordance with the requirements of the CA
2006 and the Large and Medium-sized Companies and Groups
(Accounts and Reports) (Amendment) Regulations 2013 (the
2013 Regulations). The policy on remuneration of directors (the
Policy) is set out on pages 75 to 81. The next two sections of
the DRR cover the following matters:

e the Company’s Remuneration Policy effective from

8 February 2018 for the following three years thereafter,

including each of the components of directors’ remuneration

(the Policy Report) including:

— how decisions on directors’ remuneration will be made
and the philosophy and strategy behind those decisions

— the structure of remuneration packages for existing,
departing and new directors

— the impact of key performance measures on the potential
value of remuneration

— key contractual terms of existing and new directors

e how the Policy approved by shareholders at the 2018 AGM
was implemented in the year ended 30 September 2018
(the Annual Remuneration Report), the proposed approval of
payment to the Company’s non-executive directors without
reference to the £125,000 fee cap and how the Policy will be
implemented in the next financial year

Auditable disclosures are the:

e directors’ single total figure of remuneration (page 84)

¢ |ong term incentive awards (page 87)

e extant equity incentive awards held by executive directors
(page 90)

e director changes during the year (page 90)

e non-executive directors’ remuneration (page 92)

e directors’ interests (page 92)

REMUNERATION POLICY

This DRR sets out our Remuneration Policy. We consulted with
shareholders extensively during 2017 when the Policy was being
formulated for shareholders’ approval. This Policy applied with effect
from 8 February 2018 when it was approved by shareholders at the
Company’s Annual General Meeting and, save in respect of the
proposed approval of the payment to the Company’s non-executive
directors without reference to the £125,000 annual fee cap will, in
all other respects, continue to apply until 2021.

For unvested share awards only, the provisions of the Remuneration
Policy approved by shareholders in 2015 will continue to apply until
all long term incentive awards granted under that Policy have vested
or lapsed.

The Committee reviewed the Company’s remuneration philosophy
and structure to ensure that remuneration supports the Company’s
strategic objectives, is in line with best practice and can fairly reward
individuals for the contribution that they make to the business. In
doing this, we have regard to the size and complexity of the Group’s
operations and the need to motivate and attract employees of the
highest calibre.

Our Policy is designed to maintain stability in the executive team
and to ensure appropriate positioning against our comparator
groups. We believe our approach to be balanced and that it will
stand the test of time.

The Committee considers general pay and employment conditions
of all employees within the Group and is sensitive to these, to
prevailing market and economic conditions and to governance
trends when assessing the level of salaries and remuneration
packages of executive directors and other members of the
Executive Board.

Remuneration links corporate and individual performance with an
appropriate balance between short and long term elements, and
fixed and variable components. The Policy is designed to incentivise
executives to meet the Company’s key objectives. A significant
portion of total remuneration is performance related, based on a
mixture of internal targets linked to the Company’s key business
drivers which can be measured, understood and accepted by both
executives and shareholders.

The Committee considers that the targets set for the different
components of performance related remuneration are both
appropriate and sufficiently demanding in the context of the
business environment and the challenges which the Group faces as
well as complying with the provisions of the Code.

The Committee has the discretion to amend certain aspects of the
Policy in exceptional circumstances when considered to be in the
best interests of shareholders. Should such discretion be used, this
will be explained and reported in the DRR for the following year.

Compass Group PLC Annual Report 2018 75
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Governance and Directors’ Report

Directors’ remuneration report continued

REMUNERATION POLICY

COMPONENT PARTS OF THE REMUNERATION PACKAGE

The key components of executive directors’ remuneration for the Policy Period are summarised below:

COMPONENT AND
LINK TO STRATEGY OPERATION OF COMPONENT MAXIMUM OPPORTUNITY PERFORMANCE MEASURES
BASE SALARY Base salaries are reviewed annually with  Whilst there is no prescribed formulaic None.
Reflects the any increases normally taking effect on maximum, any increases will take into
individual’s role, 1 January of each year. Salaries are account prevailing market and economic
experience and appropriately benchmarked and reflect  conditions as well as increases for the
contribution. the role, job size and responsibility as wider workforce.
Set at levels to well as the performance and Increases may be above this when an
attract and retain effectiveness of the individual. executive director progresses in the role;
individuals of the gains substantially in experience; there is a
calibre required to significant increase in the scale of the role;
lead the business. or was appointed on a salary below the
market median. These will be appropriately
explained in the relevant year's
annual report.
BENEFITS Benefits include, but are not limited to, ~ The cost of providing these benefits can None.
AND healthcare insurance for executive vary in accordance with market conditions,
directors and their dependants, limited ~ which will, therefore, determine the
fENS{leN financial advice, life assurance and maximum value.
cgrsy;i\gti\?ea car benefit. For the Company’s pension cash allowance

level of benefits.

These are offered to executive
directors as part of a competitive
remuneration package.

Executive directors are invited to
participate in the Company’s defined
contribution pension scheme or to take
a cash allowance in lieu of

pension entitiement.

(or pension contribution as appropriate),
from 8 February 2018 the annual
maximum will be 20% of base salary for
new UK appointees and 35% phasing
down to 20% of base salary for current UK
based executive directors. The reduction
will take place over a three year period
commencing in January 2019.

Dominic Blakemore voluntarily elected

to adopt the 20% rate of contribution from
1 January 2018. The annual maximum
cash allowance for Gary Green remains

at 35% of base salary.

ANNUAL
BONUS

Incentivise and
reward the
achievement of
stretching one year
key performance
targets set by the
Committee at the
start of each
financial year.

The annual bonus is earned by the
achievement of one year performance
targets set by the Committee at the
start of each financial year and is
delivered in cash or a combination of
cash and Deferred Bonus Shares.

The Committee retains the discretion to
adjust the bonus outcomes to ensure
that they reflect underlying

business performance.

The annual bonus is subject to malus
and/or clawback in the event of
discovery of a material misstatement in
the accounts or in the assessment of a
relevant performance condition or
where the action or conduct of a
participant amounts to fraud or serious
misconduct or has a detrimental
impact on the reputation of the Group.

The target award for the Group CEO is
100% of base salary, with a further
maximum of 100% for enhanced
performance. No bonus is payable for
below threshold performance but increases
on a straight line basis to target payout and
from target to maximum.

The target award for other executive
directors is 75% of base salary, with a
further maximum of 75% of base salary
available for enhanced performance.

No bonus is payable for below threshold
performance but increases on a straight
line basis to target payout and from target
to maximum.

Performance is measured over the financial year.
Performance measures are determined by the
Committee each year and may vary to ensure that they
promote the Company’s business strategy and
shareholder value.

The performance measures and their percentage
weightings may vary, depending upon a director’s area
of responsibility.

Performance measures may include, but are not limited
to, profit, revenue, margin and cash flow. Strategic KPIs
may also be chosen. However, the overall metrics would
always be substantially weighted to financial measures.

Annual bonus targets are set with reference to internal
budgets and analyst consensus forecasts, with
maximum payout requiring performance well ahead
of budget.

A bonus underpin may be operated so that the bonus
outcome is reduced if underpin performance is not met.

Bonus will be deferred when share ownership
guidelines have not been met, usually with a minimum
level of deferral of one third of the bonus earned and
typically deferred for a period of three years.

Dividend equivalents may be accrued on Deferred
Bonus Shares.

Details of the specific measures and targets applying to
each element of the bonus for the year being reported
on are shown in the Annual Remuneration Report on
page 86.
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COMPONENT AND
LINK TO STRATEGY

OPERATION OF COMPONENT

MAXIMUM OPPORTUNITY

PERFORMANCE MEASURES

LONG TERM
INCENTIVE PLAN
(LTIP)

Incentivise and reward
executive directors for the
delivery of longer term
financial performance and
shareholder value.

Share-based to
provide alignment with
shareholder interests.

RETURN
ON CAPITAL

EMPLOYED (ROCE)
ROCE supports the strategic
focus on growth and margin
through ensuring that

cash is reinvested to
generate strong returns
with capital discipline.

ADJUSTED FREE
CASH FLOW (AFCF)

The generation of cash is
fundamental to the ongoing
success of the Group and
the use of AFCF as an LTIP
performance measure
directly aligns to this.

RELATIVE TOTAL
SHAREHOLDER
RETURN (TSR)

The third performance
measure of TSR provides
direct alignment between
the interests of executive
directors and shareholders.

An annual conditional award of
ordinary shares which may be earned
after a single three year performance
period, based on the achievement of
stretching performance conditions.
Executive directors normally hold
vested LTIP shares (net of any shares
sold to meet tax and social security
liabilities) for a period of two years
post vesting.

Calculations of the achievement of

the targets are independently
performed and are approved by the
Committee. To ensure continued
alignment between executive directors’
and shareholders’ interests, the
Committee also reviews the underlying
financial performance of the Group
and retains its discretion to adjust
vesting if it considers that performance
is unsatisfactory.

Dividend equivalents may be
accrued on the shares earned from
LTIP awards.

Malus and clawback rules operate in
respect of the LTIP. The Committee
may decide at any time before an
award vests, or for a period of three
years after an award vests, that any
participant will be subject to malus
and/or clawback in the event of
discovery of a material misstatement
in the accounts or in the assessment
of a relevant performance condition,
or where the action or conduct of a
participant amounts to fraud or serious
misconduct or has a detrimental
impact on the reputation of the Group.

Awards are delivered in shares.
However, the rules contain excepted
provisions to deliver value in cash

if necessary (for example, due to
securities laws), subject to the
discretion of the Committee,
determined at any time up to

their release.

In the event of a change of control, any
unvested awards will vest immediately,
subject to satisfaction of performance
conditions and reduction on a time
apportioned basis.

Awards may be made at the following
levels of salary:

e Group Chief Executive: 300%
e QOther executive directors: 250%

In exceptional circumstances, such as the
appointment of a new executive director,
this could be increased to 400% of base
salary. Any use of this exceptional limit
would be appropriately explained.

For performance measures, other than
TSR, 0% of the award vests for below
threshold performance, increasing to 50%
vesting on a straight line basis for
achievement of on target performance,
increasing to maximum vesting on a
straight line basis for achievement of
maximum performance.

The element of an award based on relative
TSR will vest in full for top quartile
performance achievement and 25%

of that element of the award will vest if
performance is at the median. Awards will
vest on a straight line basis between
median and top quartile performance
achievement. No shares will be released
for this element of an award if the
Company’s TSR performance is below
the median.

Performance is measured over three
financial years.

Performance measures are AFCF, ROCE
and TSR, with each applying 40%, 40% and
20% respectively.

Relative TSR is measured relative to the
companies comprising the TSR comparator
group at the start of the period.

LTIP targets are set with reference to internal

budgets and analysts’ consensus forecasts, with

maximum payment requiring performance well

ahead of budget.

Details of the targets for LTIP awards vesting
and granted are set out as required in the
Annual Remuneration Report on pages 88
and 89.

For awards made prior to 8 February 2018, the

awards were based on AFCF over the three year

performance period, growth in ROCE and the
Company’s TSR over the performance period
relative to the companies comprising the TSR
comparator group at the start of the relevant

period. Each measure being equivalent to one

third of the total award.

NOTES TO THE REMUNERATION POLICY TABLE

The Committee may make minor amendments to the Policy (for example for tax, exchange control, regulatory or administrative purposes)
without obtaining shareholder approval.

The Remuneration Policy for executive directors differs from that of other members of the Executive Board solely in respect of quantum of the
various components and remuneration. Executive directors have a greater proportion of their total remuneration package at risk than other
employees; however, the structure and principles of incentives are broadly consistent. The wider employee population of the Group will receive
remuneration that is considered to be appropriate in relation to their geographic location, level of responsibility and performance.

Compass Group PLC Annual Report 2018
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Governance and Directors’ Report

Directors’ remuneration report continued

REMUNERATION POLICY CONTINUED

CLOSED INCENTIVE PLANS

The LTIP described in the table on page 77 (known as The Compass
Group PLC Long Term Incentive Plan 2018) is the primary form of
equity incentive for executive directors. At the date of this DRR,
there are outstanding awards covering 694,002 shares which have
been made to executive directors under the previous long term
incentive plan, being The Compass Group PLC Long Term Incentive
Plan 2010.

DILUTION LIMITS

All of the Company’s equity based incentive plans incorporate

the current Investment Association Share Capital Management
Guidelines (IA Guidelines) on headroom which provide that overall
dilution under all plans should not exceed 10% over a 10 year
period in relation to the Company’s issued share capital (or reissue
of treasury shares), with a further limitation of 5% in any 10 year
period for executive plans.

The Committee monitors the position regularly and prior to the making
of any award, ensures that the Company remains within these limits.
Any awards which are required to be satisfied by market purchased
shares are excluded from such calculations. On 30 September 2018,
the Company held 5,671,445 treasury shares. During the financial
year ended 30 September 2018, 2,556,731 treasury shares were
utilised for satisfying the Company’s obligations under the Group’s
employee equity incentive schemes. As at 30 September 2018