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McNicholas Construction (Holdings) Limited

Strategic Report for the Year Ended 30 June 2019

(he directors present their strategic report for MclNichotas Consteuction (Holdings) Liited (the "Compam ™)
for the year eaded 30 June 2019.

Fair review of the business

The Company i€ & member ol the Kier Group ple ("Kier") gzroup of companies (the "Kier Group” and the
"Group”). : .

The principal activity of the Company is thit oF a holding company for an infrastructure senvices provider which
designs. builds and renews utilities for infrastructure owners. utility providers and developers.

The Company made a 10ss belore 1ax in the vear of £261.000 (2018: £1.362.000). The Compuny’s net liabilities
have increased 10 £2.529.000 from o £2.156.000 die o the loss in (he ycar and an actuarial loss on the
Company’s defined benedit scheme in the ycar.

The Company is expected o continue as 4 non-trading holding company for the foresecable future. Theretore.
the dircetors dv not use any specific KPls o measwre the pertorimance of the Company .

Corporate responsibility

The Kier Group attaches great importanee (o its corporate responsibility. as evidenced in the Sustainabilit
section in the Kier Group pic 2019 Annual Report and in its Corporate Responsibility update for 2019, available
“at www Kicr.co.uk, As a member of the Kier Group. the Company' abides by the same principles.
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McNicholas Construction (Holdings) Limited

Strategic Report for the Ycar Ended 30 June 2019 (continued)

Principal risks and uncertainties
The principal risks and uncertaintics ol the Company . including financial risk and management. are consistent
with the principal risks of the Kier Group and are not managed separately.

Accordingly. the principal risks and unceriainties of the Growp. which include those of the Company. are
disclosed in Kier Graup ple’s annual report for the year ended 30 Juac 2019

Financial Instruments
Objectives and policies

Ihe Board is responsible for the Compam °s sy stem of risk management and internal controls and for ensuring
that significant risks are identificd and appropriately managed. The Board has delegated the review of the
cltectiveness of the Company 's risk management processes to the Kier Group Risk -Manugement and Audit
Commitice ("RMAC"). including the systems established to identify. assess. manage and meaitor risk, Phe risks
fzeed by the Company are reviewed by the RMAC on a quarterly basis.

On behall of the Board. the RMAC identifies the risks that it considers most likely. withouwt effective mitigation,
1o have an impact on the Company and its steategic prioritics. 11 emerging risks are identified in between these
mnual reviews, these are incorporated immediately into the risk management process. Thé principal risks as
relevant 1o the Company are set out below. together with a Summary of the actions laken to mitigate cach rish,

Price rish. credit risk, liquidine visk and cash flov risk’
The Company relies on Kier Group horrowing and bonding facilities. Withowt thege, protit woukl reduce,

Cash flow is torecast regularty 10 provide up-to-date and accurate information on the Compamy's current cash
position and its future requirements. Kier Group level borrowing facilitics have been recently rencgotiared and
extended. ‘The Kier Group has strong. long-term relationships with providers of its boading lines and has an
in-house team which monitors-headroom and advises on bond terms and conditions.

Fhe Company is not subject to material price or credit risks.

Brexit

The UK Iefl the B on 31 Junuary 2020, with a transition period currently running o 31 December 2020,
Currently. the UK'S long-term relationship with the EU femains unclear. The Group has ideatified potenttal risks
relating to. for ekample. the supply chain. the workforce and the supply and cost of materials and has set up
contingency plans i respect of these risks. 1Tie Group Keeps these plan under review, in light of political
developments. Tn particular. the Group continugs to work with its supply chain to develop plans to casure
continuity  of polentialls critical supplics and has developed plans with respect to those members of its
worktoree whosare nationals of U nicmber states and wish 1o continue o work in the UK.

I. Woaodali
Dircctor
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McNicholas Construction (Holdings) Limited

Directors' Report for the Year Ended 30 June 2019

The directors.of MeNicholas Construction (Holdings) Limited (the "Company™) present their report and the
agdited inancial statements for the year ended 30 June 2019,

Directors of the Company
The dircetors who held office during the vear and up 1o the date of signing these Himancial statemens were as®
lollows:

G M Denten (resigned 31 December 2018)

B S McNicholas

R Picken ('rcﬁigl{cd 3 December 2018)

M 1" Jones {resigned 12 I";'bruur,\ 20200

T L Foreman (appointed 11 December 2018 and resigned 31 August 2020)
1. Woodall (appointed 17 September 2020)

Financial instruments

Objectives and policies

‘The Board (s responsible for the Company™s system of risk management and internal controls and for ensuring
that significant risks -are identificd and appropriately managed. The Board has delegated the review of the
eifectiveness ol the Company’s risk management processes 1o the Kicr Group Risk Management and Audit
Committee ("RMAC"). including the systems established to identity. assess. manage and monitor rish. The risks
fuced by the Company are reviewed by the RMAC on a quarteriy basis.

On behall ot the Board. the RMAC identifies the risks that it considers most likels. without effective mitigation.
(0 have an impact on the Company and its striegic priotitics. I emierging risks ave identificd in between these
annual reviews, these are incorporated immediatels into the risk management process.

Price risk, credit risk, liquidity risk and cash flow risk

Phe Company relics on Kiee Group borrowing and bouding facilities. Without these. profit would reduce.

Cash flow is (orecast regularly to provide up-to-date and accurate information on the Company s ¢urrent cash
position and its future requirements. The Kier Group has strong. long-term relationships with the'providers of its

bonding lines and has an in-house tcam which monitors headroom and advises on bond terms and conditinns.

The Company is not subject 1o manerial price or credit risks.

‘_,!"d;t_'z'c 3.



McNicholas Construction (Holdings) Limited

Directors' Report for the Year Ended 30 June 2019 (continued)

Safety, health and environment '

The Kier Group Satety. Health and Environment (SHUE) commitiee continues 1o oversee the progiess of the
Group's behavioural change programine. which aims 1o embed good satety behan iours and further improve the
sitfety culture within the Group. 'The health of our emiployees. both physical and mental. is integral 10 the
Group's culture and is of the utimost importance.

I'he role ol the SHE committee includes:

() revicwing the Group's strategy with respeet 0 SHE matters and challenging management to implement it
(i) encouraging management's commitment and accountability with respeet to managing the Group's SHE risks:
(iii) reviewing and. as necessary. approsing material Group-wide SHIE initiatives. policies and procedures: and
(iv) reviewing the Group's exposure to SHE risks and monitoring pertormance against SHE targets.

For further information on Kier Group's activitivs with regards to SHIE matters. please see the Kier Group ple
2019 Annual Report (available at www Kier.co.uk).

Future developments
I'he Company *s luture developments are sei out in the Business Review seetion of the Strategic Report.
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McNicholas Construction (Holdings) Limited

Directors' Report for the Year Ended 30 June 2019 (continued)
Going Concern

FThe Directors are required (o consider the Compamy's ability to continue as a going concern over a period ot at
feast 12 months from the date of approval ol the financial statements.

In the period after the balance sheet date and before the signing of these accounts. the Company’s performance.
along with the entire Kier Group's performance. was adversely affected by the eftects of the COVID-19
pandemic. Although the Group's sites remained open through this period. with a number of decisive
management actions taken o mitigate against the majority of the eftect of the pandemic. COVID-19 has
adversely aftected the Group's revenue and resulted in it incurring additional costs. "This has resulied in a lower
fevel of protitability for the 2020 financial vear and un increase in the Group's net debt position.

AL 30 June 2020, the Group had £892m of unsecured committed tacilities. £20m of uncommitted overdralls and
£123m drawn against unconimitted supply chain {inancing tacilitics. In order to provide tinancial flexibility for
the Group {ollowing COVID-19. the Group:

» Agreed waivers with its fenders in respect of the financial covenants within the Group's prmupal debt tacilities
for the test period caded 30 June 2020:

+ Has agreed revised financial covenarts under its principle debt facilities which will apply for the going
coneer period:

« Agreed with HMRC a deferral of the pay ment ol certain amounts in respeet of VAT and PAYE untit March
and June 2021 respectively: and

* Has agreed with its pension trustees a material reduction in the scheme deficit repayments

I'he current trading environment remains uncenain. principally due 1o the potentiaf | Impdt.l ol'COVID-19. which
miakes forecasting chatlenging.

The Directors of the Kier Group have reviewed the Group's short term cash Tow forecasts to 31 December 2021

(the goifg concemn period). which have been prepared using certain key assumptions and including a number of
stressed. but plausible. downgide scenarios. These scenarios include a consideration of the risks which may arise
to the Group's available liquidity and its ongoing compliance with the revised financial covenants within the
Group's pnnc1pa| debt facilities as a resultof. or in hghl of. the following factors or circumstances:

« The availability of suppl\ chain finance:

* Potential reductions in trading volumes:

* Potential margin crosion:

» Risks in respeet of certain specific projects:

* The Group's ability 10 conclude its cost reduction plan as forecast: and

* The completion of the sale of Kier Living. following the delay in the sale proces s§ Which was duc. in particular.
0 COVID-19

I'he impact that a second wave of COVID-19 would have on the Group's cashlows. using the linancial impact
of'the initial outbreak as the basis of the assessment. wis:also considered.

The Kier Group Bourd alse comsidered the macroeconomic and political risks affecting the UK ‘cconomy.,
including Brexit. Brexit has the potential w distupt the Group's-operations. particularly in relation to materials:

people and the supply chain: The Group has established 8 'Brexit task foree’ and has in place business ¢ontinuity
plans to mitigate the risks associated with Brexit. The Board noted that the Group's forecasts are underpinned by
a sighificant proportion of revenue that is either seeured or considered probable. often ag part of long-term
framework agreements, and that the Group operates prinvdirily in sectors such as health. education and utilitics.
which are considered likely' o remain largely unatieted by mucrocconomic Factors. In addition. signilicant cost
reductions have already been taken to improve the Group's prolitability.
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McNicholas Construction (Holdings) Limited
Directors’ Report for the Year Ended 30 June 2019 (continued)

The Board considered the Group's ability to manage its working capital. in order 1o mitigate the potential impact
on the Group's liquidity over the forecast period. in particular at the lowest point under the downside scenarios
in the Spring of 2021, in the dvent of circumstances described above king place. This. together with the
agreements with the lenders and the pension trustees. aned the other measures which have been taken during the
vear mean that the Group would be expeeted to continue 1o have available liquidity headroom under its existing
finance lacilitics and operate within the revised financial covenants over the going concern period.

I'he Group Dircctors have commitied t support the Company over a period of al least 12 months trom the
signing ot the financial stptements. '

On the basis of the financial support made available from the Group. and the Group's ability (o provide this
support. the Board iy satisticd that the Compuny has sufficient financial resourees Lo continue o operale lor a
period of ut least 12 months and therefore it has adopted the going concern basis in preparing the Company's
2019 financial stalements.

Directors’ liability insurance

““The articles of asséciation of the Company' entitle the direetors ol the Company. 10 the extent permitted by the

Companics-Act 2006 and other applicable legislation. 1o be indemnilicd owt of the assets of the Company in the
event that they suffer. any expenses in connection with certain proceedings relating to the exceution of” their
duties as directors of the Company'.

In addition. Kicr maintaing insurance for the directors and officers of companies within the Kier Group to cover
certain Josses or liabilitics (0 which they may be exposed due to their oftfice.

Reappointment of independent auditors

Under section 487(2) of the Companies Act 2006. PricewaterhouseCoopers LLP will.be deemed 10 have been
reappointed as auditors 28 days afler these financial statements were seat to members-ar 28 days.after tie latest
date prescribed for filing the financial statements with the registrar, whichever is carligr.

Disclosure of information to the auditors

In the case of cach director in office it the date the Dircctory” Report is approved:

« so far as the directors are aware, there is no relevant audit imformation of which the Company's auditor$ are
unamare: and

o they have taken all the steps that they ought o have taken as a director in order (0 make themselves aware of
any relevant audit information and 1o establish that the Company's auditors are awstre of that information.

Approved by the Board on JQWMWZM signed onits behall by

1. Woodall
Dircctor
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McNicholas Construction (Holdings) Limited

Statement of Directors’ Responsibilities

I'he directors are responsible for preparing the Annual Repori and the financial statements in accordance with
applicable law and regulation.

Company law requires the dircctors to prepare financiil statements for cach lnaocial year. Under that law the

dircctors have prepared the financial stalements in accordance with United Kingdom Generally Accepted

Accounting Practice (United Kingdom Accounting Standards. comprising FRS 101 "Reduced Disclosure

Framework”. and applicable law). Under company law the directors must aot approve the tinancial statements

unless they are satislied that they give a true and *fair view of the state of alTairs of the Company and of the

profit or loss ol the Company f0r that period. In preparing the linancial statements. the directors are required to:

+ select suitable accounting policies and then apply them consistently :

+  state whether applicable United Kingdom Accounting Standards. comprising FRS 101, have been lollowed.
subjeet o any material departures disclosed and explained in the financial stacrilents:

»  make judgements and accounting estimates that are reasonable and prudent: and

< prepare the linancial Statements on the going concern basis unless it is inappropriate 1o presume that the
Company will continue in business.

“T'he directors are regponsible for keeping adequate accounting records that are sullicient to show and explain the
Company's transactions and disclose with reasonable accuracy at any time the financial position of the Company
and enable them o ensure that' the financial statements comply with the Companics Act 2006,

"t he directors are also responsible for safepuarding the assets of the Company and hence for taking reasonable
steps tor the preseation and detection of fraud and other irregularitics.

Puge 8



McNicholas Construction (Holdings) Limited

Independent Auditors' Report to the Members of McNichotas Construction (Holdings)
Limited

Report on the audit of the financial statements

Opinion
In our opinion. MeNicholas Construction (Holdings) Linsited's financial statements:
o give atrue and fair view of the state of the Company 's"affairs as a1 30 Junc 2019 aiid of.its foss for the year
then ended:
.+ have been properly prepared in accordance with United Kingdom Generally, Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure 'ramework”. and
applicable law): and

» have been prepared in accordance with the requirements of the Companies Act 2006,

We have audited the financial statements. included within the Annual Report and Fisanciat Statements (the
"Annual Report”). which comprise: the Sutement of Financial Position us at 30 June 2019: the Income
Statement. -the Statensent of Comprehensive Income. the Statement of Changes in Iqunl\ for the scar thew
ended: and the Notes to the Financiat Statements. which include a description of the significant accounting
policics.

Basis for opinion

We conducted our audit in accordance with Interoational Standards on Auditing (UK) ("ISAS. j‘UK)”) and
applicable Faw. Qur respongibilitics under 1SAs (UK) are further described in the Auditors responsibilitics tor
the audit of the linancial stétements section ol our report, We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion. 4

Independence

We remained independent of the Company in accordance with the ethica! requiréments that are relevant w our
audit of the financial statements in the UK. which includes the FRC's Ethical Stangard and we have lultilicd our
other cthical responsibilities in aecordance with these reguirements.

Conclusions relating to going concern
We have nothing to Feport in iespect of the following naters in relation 1o which [SAs (LK) require us to report
to you when:

+ the directors” use of the Lomg coiicern bysis of accosnting in the preparatioft of the financial statements is
not appropriate: or

+ the directors have nol disclosed in the financial statements any identified material uncedtainties that may cast
signiticam doubt about the Company s abilily to continue to adopt the going concem basis of accounting for
a period ol at Iast twelve months from the date whea the financial statements. are authorised for issue,

However, because nokall future events or conditions ¢an be predicted. this statement is not a guarantee as to the
Company's abitity to continue &8 a going concern.

Reporting on other information

The other informition comprises all of the mluumtion in the /\Illlmﬂ Report other than the financial statcments
and our suitors’ report thereon. ‘The directors are rcsponslhln. for the other iafomation. Our opinion on the
financial statements docs not cover the other” |l‘-tmnml|0n and. accordingly. we do not express an audit opinion
or. exeept the extent otherwise explicitly stated in thi§ report. any torin of asstirance thereon.

Pigd 9




McNicholas Construction (Holdings) Limited

Independent Auditors’ Report to the Members of McNicholas Construction (Holdings)
Limited (continued)

Reporting on other information (continued)

In conneetion with our audit ol the finmncial statements. our responsibility’ is to read the other information and.
in doing so, vonsider whether the other information is materially incongistent with the tinancial statements. or
our knowledge obtained in the audit. or otherwise appears 10 be materially missiated. 1 we identify an apparcit
material incongistency or material missiatcment. we are required to perform procedures fo conclude whether
there is @ material misstatement of the financial statements or a material misstatement of the other information,
If. based on the work we have performed. we conclude that there is a material misstatement ol this other
information. we are required to report that fact. We have notlting (o report based on these responsibilitics.

With respeet to the Strategic Report and Directors’ Report. we also considered whether the disclosures réyuircd
by the UK Companies- Act 2006 have been included.

Bused on the responsibilitics deseribed above and our work undertaken in the course ol the audit. ISAs (UK)
require us also to report certain opinions and matters as described below. :

Strategic Reporl and Direciors’ Report )

In our opinion. bascd on the work undertaken in the course of the audit. the informatign given in the Strategic
Report and Directors’ Report for the year ended 30 June 2019 is consistent with the tinancial statements and has
been prepared in aceordance with applicable legal requirements.

In light of the knowledge and understanding of the (_ompan\ and its environment obtained in the course of the
audit. we did not identify any material misstatlements in the Strategic Report and Directors’ Report.

Responsibilities for the financial statements and the audit -
Responsibifities of the directors for the financial stutéments

As explained more tully in the Statenent of Directors' Responsibilities set out on page 8. the directors are
responsible for the pr;par'niun of the linancial statements in accordance with the applicable framework and tor
being satisficd that they give a true and fair view. ‘The directors are also responsible for such internal control as
they determine is necessan to enable the preparation of lm.lncml statements tat arc free from material
misstatement. whether duc to [raud or crror.

In preparing the financial statements. the directors are responsible for asses$ing the Company’s ability 10
continue as a going concern. disclosing as applicable. matters related to going concemi-and using the going
concern basis ol accounting unless the dircctors cither intend to liquidate the Conpiasiy: or weease operations. ot
have no realistic-alternative but to do so.

Auditors’ responsibilitios for fimancial statements and the aulit

Our objectives are 10 obtain reasonable assurance about whether the Hinancial statements as a whole are free
from maierial misstatement. whether due to fraud or error. and to issuc an auditors’ report that includes our
opinion: Reasonable assurance is a high level of assurance. but is not a guarantee that an awdit conducted in
accordance with 1SAs (UK) will always deteet a material misstatement when it exists. Misstalénients can arise
from fraud or crror amd are considercd material it individually or in the aggregate. they could reasonably be
eapected to influence the economic decisions of users taken on the basis of these financial statemens.

A further description of our regponsibilitics for the audit of the Tinancidl stuements is lociied on the FRC's
website at www. frc.org, uk’audllormspmmblllllw This description forms:part of our auditors' report.

Use of this repoti '
This report. including the opinions. has been prepared for and only for the Compimy s riémbers as a body in
accordance with Chapter 3 of Part 16 of the Companics Act 2006 and for no other purpose. We do not. in giving
these opmmn: accept or assumie responsibility for any other pumpose or to any other person t whom this report
is shown or into whose hands it may come save where expressly agreed by our prior congent in writing,



McNicholas Construction (Holdings) Limited

Independent Auditors' Report to the Members of McNicholas Construction (Holdings)
Limited (continued)

Other required reporting

Companies Act 2006 exception reporting
Under the Conipanies Act 2006 we are required o report Lo you if. in our opinion:

o we hinve not received all the information and explanations we require for our audit: or

+ adequanie acounting records have not been kept by thie Company . or retuens adequate for our audit have not
been received from branches not visited by us: or

o+ certain disclosures of directors' remuneration specitied by law are not made: or
- the financial statements are not in agreement with the accotnting records and relurs.

We have no exeeptions to report arising from this responsibility .

e e,

Dianc Walmsley (Senior Statutory Auditor)

for and on behalf of PricewhierhouseCoopers LLP
Chartered Accountants and Statutors Auditors
l.ondon




McNicholas Construction (Holdings) Limited

Income Statement for the Year Ended 30 Junc 2019

Year ended Year ended
30 June 30 June
2019 2018
Note £ 000 £ 000

Other operating income . 4 (70) 1.721
L.oss on disposai of investments - (2.822)
Opcrating loss (70) (1.1on
Finance costs 5 (19 (261}
1.0ss before tas ) (261) (1.362)
I'ax on loss 9 78 (257)
Loss tor the financial year ) (183) (1619

he above results were derived Irom continsing operations.

The notes on pages 16 10 30 form an integral part ol these linancial statements,
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McNicholas Construction (Holdings) Limited

Statement of Comprehensive Income for the Year Ended 30 June 2019

Year ended Year ended

30 June 30 June

2019 2018

£000 £000

J.oss for the Financial vear ' (183) (1.019)

Items that will not be reclassified subsequently to profit or loss

Actuarial (losses)gains on defined benelit pension scheme (229) 2.063

Delerred tax on actuarial (lossesy gains ‘ 39 (331)
(190) 1.742
Yotal comprehensive (expense)income for the vear (373) 93

e notes on pages 16 1o 30 formin integral part of these fsancial statlements:
Page 13




McNicholas Construction (Holdings) Limited

(Registration number: 01006026)
Statement of Financial Position as at 30 June 2019

Non-current assets
Inv estments
Deforred tax.assets

Current assets
Trade and ather receivables
Cash and cash equivalents

Total assets

Current liabilities

I'rade and other pisyiibles
Non-current liabilities
Retirement henefit obligations
‘Total liabilities

Net liabilities

Equity

Called up share capital
Capital redemption reserve

Profit and loss accoum

Total equity

I'he l'mz?ciul slatlements on pages 12 10 30 were

29 580t 7/22 " AORC. and signed on its behall'by:

. Woodall
Direcior

2019 2018
Note £000 £000
10 1.000 1.000
9 1148 1.262
2.148 2.262

i 2,066 3.270
12 7 69
2,073 3.339

1221 5.601
14 . (332)
13 £6.750) (7.425)
16.750) (2.757)
12.529) (2.156)

5 359 359

' 233 233
(3.121) (2.748)
(2.529) (2.156)

approved by the  Board

ol Dircctors on

The notes on pages 16 10 30 form an integral part ol thest financial stalements,
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McNicholas Construction (Holdings) Limited

Statement of Changes in Equity for the Year Ended 30 June 2019

At July 2017

Total comprehensive income Jor

the year

AL30 June 2018

AL July 2018

Total comprehensive expense for

the vear

Capital
Called up share redemption Accumulated
capital reserve losses Total equity
£000 £000 £000 £ 000
359 233 (2.841) (2.249)
Loss for the financial year - - {).619) {1.6)9)
Other comprehensive income - - 1.712 1.712
- - 93 93
339 233 (2.748) (2.150)
Capital
Called up share redemption Accumulated
capital reserve tosses Total equity
€060 £000 £000 £000
359 233 (2.748) (2.150)
Lass for the financial year - - (183) (183)
Other comprehensive expense - no - (190) (190 .
- - (373) (373)
159 233 (3.121) (2.329)

AL 30 June 2019

Fhe notes on pages 16 to 30 form an integral part of these financial statements,

Page 15




McNicholas Construction (Holdings) Limited

Notes to the Financial Statements for the Year Ended 30 June 2019

1 General information
‘T'he Company' is @ private company limited by share capital incorporated and domiciled in the Unied Kingdom.

I'he address of'its registered oftice is:
&1 Fountain Strect

Manchester

M2 2R

2 Accounting policies

~ Summary of significant accounting policies and key accounting estimates

The principal accounting policies applicd in the preparation of these financial statements are set out below.
These paticies have been consistenthy- applied to all the perivds presented. unless otherwise stated.

Basis of preparation

These financial siatements were prepared in accordance with Financial Reporting Standard 101 Reduced
Disclosure Framework and with the Companies Act 2006. applicable to companies using FRS101,

The linancial staiements have been prepared on the historical cost basis.

L he presentation currency used is GB Pound Sterling and figures are quoted to the nearest £1.000.
p b E 4

Summary of disclosure exemptions

‘The Company has taken advantage of the folfowing disclosure exemptions in preparing these financial
statements, as permitied by FRSI0L:

IAS 7: Complete exemption from preparing a cash Now Statement and related notes:

IFRS 2: Exemption from certain disclosures in respect of share based payments for artangements involving
equity instruments ol another Group entity:

IAS 8: The listing of new or revised standards that have not been adopted (and intormation about their likely
impact) has been omitted:

TAS 36: Excmption from disctosures for cach cash gencratiog unit which contains goodwill. in particular in
relation 10 assumptions and sensitivitics: .

RS 7: Complete exemption from all of the disclosure requiremens of IFRS 7. Financial Instruments. other
than for those instruments where these disclosures are still required 1o comply with the law:

IFRS 13: Complete exemption from alt of the disclosure requiremients of IFRS 13, Fair value measurement:

1AS 24: Exemption Irom disclosure of related party transactions entered into between two or more members of' a
group. provided that any subsidiary party to the transaction is whotly owned by such a member:

1AS 24 lixemption from disclosure of compensation for ey nanagement personnel and amounts incucred by an
entity for the provision of Key management personnel services that ard provided by a separate manageinent
Ctits .

IAS 1 Excmption from comparatives (or movements on propeety. plamt & cquiptent. intangible assets and
share capital: and

I'RS 13: Exemption from certain disclosures in respeet of revenue from contracts with customers.

Page:i6



Mchcholas Conetructlon (Holdmgs) leltcd

Notes to the Financial Statements for the Year Endcd 30 June 2019 (contmued)

2 Accounting policies (continued)

Geing concern

The directors believe that preparing the financial staiements on the, going concem basis is appropFiate due to the
continued financial support of” the Company’s ultimate parent company. Kier Group. ple. The directors have
reccivied ‘a letter from the directors of Kicr Group ple. pledging. support to allow the Company o mect its
obligations. Further details on the going concern assessment are included in the Directors report on page 6.

(.lmnoes in accounting policy

The following new standards. amendments to standards and interpretistions are ¢lfective for the financial yea

crided 30 June 2019 onwards:

¢ IFRS 9 'Financial nstruments®

= [FRS 15 'Revenue from Contracts with C,uxlomus
» Amendments to [FRS 2 *Share-based Paymenty’

o Amendnients to I RS 4 'Insurance Contracts’

« Amendmeits to [AS 40 'Invesiment Propery '

« Annual ITmprovements to 2014-2016 cycle

« IFRS | and [AS 28 amendments o

« IFRIC 22 "Forcign Curreney Transactions and Advance Consideration’

None of the above new standards. amendments o standards or interpretations have had a material eftect on the
financial statements, :

Finance costs .
Finance costs arise on the defined benefit pension scheme and represents the interest. charged on the schemy
liahilitics less the interest camed on the scheme assets. :

Tax

I'he tax expense f0r the pu‘lod comprises deferred tax. l'\\ is recognised in profit or loss. except that a:change.
atiributable 10 an item of income or expense recognised as other comprehensive income s also recognised
directly in othee comprehensive income.

The current income tax charge is caleulated on .the basis of tax.rates and fawg that have been enacted or
substantively enacted b\ the reporting dalte in the countries where the company opur.mﬁ and generates taxable
income.

Delerred income -tan i$ recognised on temporany differences arising between the tax bases of assets .and
liabilities and their carrving amounts in the financial staements and on unused tax losses or tax credits in the
company. Delerred income tax is determined using tax rates and laws that have been enacted or substantively
enitcted by the reponing date. .

"Ihe carry ing amount of deierred tax assets are reviewed at cach reporting date and a valeation allowance is set
up against deferred tax agsets so that the net camy ing amount equals the highest amouni that is more Jikely than
not to be recovered based on current or future taxable profit.

Investment in subsidiaries .
Investments in subsidiarics are measured at cost less accumulated impairment in (= individual findncial

statements.

Control is achieved where the group has the power 1o govern the tinancial and operating policies of.m ullﬂ\‘ 0
as to obtain benelits lrom is detivities. .
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‘McNicholas Construction (Holdings) Limited

Notes to the Financial Statements for the Year Ended 30 June 2019 (continued)

2 Accounting policies {(continued)

Cash and cash equivalents .

Cash and cash cquivalents comprise cash on hand and call deposits. and other short-temm highly ligiid,
investments that are readily comertible 1o a known amount of cash and are subject 10 an insignificant risk of
changes in value,

Trade receivables

“Trade receivables are amounts due from customers for merchandise sold or services performed in the ordinars
course ol business. I collection is expected in one year or less (or in the normal operating cvele of the busindss
illlonger). they are Classilicd as current assets. {not. they are presented as non-current assets.

I'rade receivables are recognised initially at the transaction price. hey are subsequently: measured at amortised
cost using the effective interest method. less provision for impairment. A provision for the impaiment of trade
rcecivables is established when there is objective evidence that the company will not be able 1o collect all
amounts due according to the original tenms ol the receivables.

Trade payables . .

Trade payables are obligations 1o pay for goods or services that have been acquired in the ordinany course of
business from suppliers. Accounts payable are classitied as current liabilities il pavment is'due within one year
or less (or in the normal operating ¢xcle ol the business il Jonger). 1 not. they are presented as non-current
liabilitics.

Trade payables, are recognised initially at the transaction price and subsequently measured i atortised cost
using the effective interest method.

Share capital

Ordinary shares are classitied as equity. Equity instruments are measured at the Tair valie of the cash or other
resources reecived or receivable. net ol the direct costs ol issuing the equity instruments, T payment is deterred
and the time value of moncy i material. the initial measurement is on a present value basis,

Defined benefit pension obligation
I'he compiny operates a delined benetit pension scheme and the pension charge is based on 2 full actvarial
valuation dated 31 March 2017,

Scheme assets are measured at fair valucs. Scheme liabilitics are measured on an actuarial basis using the
projected unit method and are discounted at appropriate high qualits’ corporate hond rates. The net surplus or
deficit is presented separately from other net assets on the balance sheet, Deferred tax on the et surpius or
deficih is included as @ non-current assct in the balance sheet. A net sumplus is recognised only to the extent thiat
it is recoverable. ~

‘The current service cost and costs trom settdements and curtailments are charged against operating profit. Past
service costs are spread over the period untid the benefit increases vest. Intereston the scheme liabilitics and the
expected return on scheme assets are included in other finanee costs. Actuarial gains and losses are reported in
other comprehensive income.
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McNicholas Construction (Holdings) Limited

Notes to the Financial Statements for the Year Ended 30 Juné 2019 (continued)

2 Accounting polmes (contmued)

Exemption from preparing group fi financial slatements
The Tinancial statements contain information about MceNicholas Construction (Holdlnes) Limited as an

_individial company and do not contain consolidated financial information as the parent of a group.

The Company is exempt under section 400 of the Companies Act 2006 from the requitement 1o prepare
consolidated financial stalements as it and its subsidian undertakings are included by full consolidation in the
consolidated financial stateroents of its ultimate p.\runl Kicr Group ple. a cmnpan\ incorporated in ngl‘md and
\\ ales. -

3 Critical accounting judgements and Key sources of estun'mon uncertainty

fo be able w0 prepare financial statements according o E(.an“\ accepted accounting prmctplu management
must make estimates and assumptions thar Aftect the asset and liability items and.revenue and expense amounts
recorded in the Sinancial statements, These estimates are based on historical experience and various other
assumptions that management and the Board of dircctors believe are reasonable under the circumstances. Fhe
results of this form the basis for making judgements about the ¢am ing value of assets and Habilities that are not
rcadily available from other sourees.

Arcas requiring critical judgement that gy sigaiticantly impact on the Compans’s camings and linaocial
position arca as follows: '

Defined benefit pensnon obligation

The present value of the pension obligations depends o & number of factors that are du«.rmmul on an actuarial
basis using a number of assumptions. The assumplions used in determining the net costincome tor pensions
include the discount rate. Any changes in l|lusu assumptions will impact llu carnving amount ol pension
obligations.

‘The Company determines the appropriate discount rate at the q.nd of cach period. This is the interest raie that
should be used o determine the present value of estimated Tuture ¢ash flow g expeeted o be required to settle the
pension obligations. In determining the appropriate discount raie. the Company considers the inferest rates of
bigh-quality corporate bonds that arc denominated in the currency' in which the benelits will be paid. and that
have lerms to maturity approximating the erms of the related pension liability .

Qiber key ‘mumplmn\ for pension obln.duom are based in part on current market condlitions. Additional
information is disclosed in note 13. :

4 Other operating income
The analysis of the Company 's-either oerailr-" ncome (o, the year is 45 follows:

Year ended Year ended

30 June - 30 June

2019 - 2018

_ £000 £000
Defined benetit peasion scheme recovery - 1.649
Past service cost for GMP cqualisation , (124) -
Sundny operating income . ‘ 34 7
{70) 1.721
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McNichqlaS Cbn(st‘r_uction (Holdings) Limited

. Notes to the Financial Stateéments for the Year Ended 30 June 2019 (continued)

S Finance costs -

A '\".en_r ended Year ended

-~ 30 Sune © 30 June

2019 .2018

o S £000 T £000

“Netinterest payable on pension sclienme : _ 191 261

6 Staff costs
~The Company had no cmployees during the curreat or prior y car,
7 Directors' remuneration
. The directors' remuneration for the year iy as follows: o

‘ ' Year ended Year ended

30 June . 30 June

. 2019 2018

) £000 £000

Dircctors” emoluments ’ ' ) - 19

Tees - -

- 19

None ol the directors were emploved direct!y by the Company during the year: The direetors were remunerated
through other Kier Group companics. Any apportionment of theif renumeration by time. in respeet of
perfonming their duties as dircctors of the company. would be immaterial.

8 Auditors’ remuneration
The audit fees in the current year were paid on the Company's behall by Kier Limited (2018 : McNicholas

Construction Scrvices Limited). The amount altributable to the Company is approximately  £3.000 (2018:
£3.000).

9 JIncome tax

Lax charged!(credited) in the income statement
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McNicholas Construction (Holdings) Limited

Notes to the Financial Statements for the Year Ended 30 June 2019 (continued)

9 fncome tax (continued)

-Current taxation
UK corporation tax_

Deferred taxation .

Arising from origination and reversal of tenaporary ditferences

Arising from changes in tax rates and laws

Arising [rom previously unrecognised tax loss. tax credit or temporary -
ditference of prior periods

Tota! deterred taxation

Tax (receipt)/expease in the income statement

.

Year ended

Year ended

30 June 30 June
2019 2018
£ 000 £ 000
(232) -
172 264
(18) (28)
- 21
154 257
(78) 257

The 1ax on loss before wax for the year is lower than the standard rate of corporation tax in the UK (2018 - higher

than the standard rate ol corporation tx in the UK) of 19% (2018 - 19%).

The ditferences are reconciled below:

Loss belore taxation

Corporation tax al standard rate

Decrease trom cifect of revenues exempt [rom axation

Incrcase from efiect of expenses not deductible in determining taxable
profit / tax loss

Deterred tax expense trom unrecognised temporars difterence trom a
prior period :

Deferred tax eredit relating 10 changes in tax rates or laws

Total tax (credit)i/charge

Vear ended

Year ended

30 June 30 Junc
2019 2018
£000 £ 000
{261) (1.362)

(50) (259)
(10) (13}
- 536
- 21
(18) (28)
(78) 257

The deferred tas balanice as at the year end has been recognised at 17.0% which was the enacted corporation tax

rate that was 10 he eflective trom | April 2020.

It has since been confirmed that the rate of Corporation tax will remain at 19% in 2020 and will not reduce o

17% as previousls cnacted.

2
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’ McNichoIas Constructlon (Holdmgs) Limited

Notes to the Fmancml btatemcnts for the Year Ended 30 June 2019 (contmued)

9 Income tax (conunue(l)

Amounts runmnsul in mhu Lomprc.lhnsm (s\pum.)"mmﬁu :

S 2009
Before tax Tax benefit Net of tax
£000 © £000 £000
: Runm\umm.ms of post unplm ment benefit '
obligations (net) . ) (229) 39 (190)
‘ ’ . 2018 S
Before tax - Tax (expense) ~ Net Qha\'
- ) . £000 £000 £000
Remeasuremenis of post employment benefit : . '
obligations (ne) - : ' 2.063 331) 1.712
Deferred tax
Deferred tax assets )
' Asset
2019 £ 000
Paitsion benelit obligations 1.148
Asset
2018 £000
Pension benelit obligations 1.262
Deferred tas movement during the year:
Recognised in
other
" Recognised in comprehensive At
At 1 July 2018 income income 30 June 2019
£000 . £000 £000 £ 000
Pension benelit obligations 1.262 (154) 39 1147
Dettrred tax movement during the prior vear:
Recognised in
other
At 1 July' Recognised in comprehensive At
2017 income income 30 June 2018
- £000 - .£000 £000 - £ 000
Pension benelit obligations 1.870 (257) ’ (351)- 1.262

The Directors consider that there is sufficient certainty of futuré profits within the Kier Group 1o cnable the
recoverability of the deferred tax asset in full and therelore the assel has been recognised in the financial

Matements.,
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MecNicholas Construction (Holdings) Limited

Notes to the Financial Statements for the Year Ended 30 June 2019 (continued)

10 Investments

Subsidiaries. S ~ £000
Cost or valuation

AU July 2018 . 1:186

At 30 June 2019 _ ' ) .00
Provision -
AT July 2018 , - 186

AU30Junc 2019 o D
Carrying Value -
At Juls 2018 1.000

AL30 June 2019 T roon

Details ol the subsidiarics as at 30 June 2019 are as tollows:

Proportion of
ownership interest
and voting rights

Name of subsidiary Principal acti\'ity Registered office held

2019 2018
MeNicholas “Diiliy & Civils 81 Fountain Street. . 100%2 100%
Construction Services  Coatraclor Manchester. M2 2EE
Limited Iogland and Wales
Leyden Transport Dormént 81 Fountain Strect. 180% s
Limited Manchester, M2 2EE

England and Wales

Letden Transport Ld was dissohved on 19 August 2020,

11 Trade and other receivables

2019 2018

: £000 £000
Receivables from related parties 1.833 3.150
‘Other receivibles ' : 233 120
Total current trade,and other reecivables . 2.066 3.270

Current amounts due iom related partics are unsccured. repayable on demand with an interest rale o 0%.

”
(3
W
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McNicholas Construction (Hbldings) Limited.

Notes to the Financial S'tatgmcnts for the Year Ended 30 June 2019 (continued)

12 Cash and cash equivalents . )
2019 . 2018

: o %000 £000
Cash at bank . : 7 69

13 - Retirement benefit obligations

Defined benefif pension schemes

McNicholas Constructions (Holdings) Limited Pension Scheme - , :
1 he Company operates a final salany defined benefit pension schemte. 1he assets of the scheme are held in trust
separate from the assets of the Company.

he trustees “are responsible for decisions and holding the “assets. and delegate day-to-day decisions ta
indeperident professional investment managers.

The Scheme is.closed to new members and was closed 1o future accrual for existing members on 30 April 2012.
tlence. there were no active members of the scheme as at 31 March 2017 and theretore no wnlrlhullons were
required lor future sénice benefit acerual. :

As part of the 31 March 2017 valuation. a recovery plan dited 27 June 2018 was prepared by the trustees after
obtaining advice of the scheme actuary. o climinate the funding shontall of £5.7m the trustees and the
Company agreed that the Company' will pay contributions © 31 March 2022 when the funding shortfall is
expected to be climinated. All expenses of the scheme, includiog the PPE levies, arc payvable by the Lompan,\

Contributions pavable (o the pension scheme at the end of the year are £Nil (2018 - ENil).

The expected contributions to the plan for the next reporting period are £1.176.000.

The scheme was most recently valued on 31 Maréh 2017, The market value of the scheme's assels at that date
was £21.1Mm which represented appm\umul\ 799 of the benetits that had accrued lo members at lhdl date.
after allowing for tuture increases in pensionablesalarics.

On 26 October 2018, the Ilth court tuled in the Llovds Banking Group case that pension schemes must
qumh\u Guaranteed Minimum Pensions ("GMP*) between male and female members: AS a result of tiis ruling.
there was a one-ofT charge of £124.000 to the income statement for the year eaded 38 June 2019 in respect off
GMP cqualisation.

Reconciliation of scheme assets and liubilities to assets and liabilities recognised
The amounts recognised in thestatement of financizl position ure as follows: .
2019 2018

o £ 000 - £000
Fair value of scheme assets } 26.049 S 2270
Present value of scheme liabilitics ' . 32.799) (30.133)
Defined benefit pension scheme delicit ) - (6.750) C(7425)




McNicholas Construction (Holdings) Limited

Notes to the Financial Statements for the Year Ended 30 June 2019 (continued)

13 Retirement benefit obligations (continued)

Scheme assels

Chiniges in the fair s alue of scheme assets are as follows:

2019 2018
. £000 £000
Fair value at start of year ' 22710 21,313
Interest incore 643 565
“Return on plan assets, escluding amounts included in interest
incame!(expense) . : 2.062 : 91
Employer contributions ' 1.219 . 1.649
Benefits paid (583) (726)
£air vatue at end of year : : - 26.049 22.710
Analysis of ussers
“Ihe major categories of scheme assets are as lollows:
2019 2018
: , £000 £000
Corporate bonds ’ 7.897 8.524
Cush and cash equivalents ) 133 17
Property 121 93
Multi-asset ' 17.898 13.976
26.049 22.710
Actual return on scheme’s assets
2019 2018
£000 £000
Actual return on scheme asscis 2.705 474

The pension scheme has not ipvested in any of the Company's own financial instruments or in properties or
other assets used by the Companiy',

Scheme liabilities

Changes in the present value of scheme Habilities are as follows:

L 0

e 1
Pugi: 2




McNicholas Construction (Holdings) Limited

Notés to the Financial Statements for the Year Ended 30 June 2019 (continued)’

13 Retirement benefit obligations (continued)

2019 . 2018
. £ 000 £ 000
Present value at start of year/period ' 30.135 . 32189
Past service cost ] ) 124 -
Actuarial gains arising from changes in demographic assumptions (741) 364
Actuarial fosseaf(gains) arising lrom changes in financial assumptions ~ 2,984 (1.565 )
Actuarial losses(gains) arising from expericnce adjusiments 18 (225)
Interest cost 834 826
Benetits paid _ - (383) (7206)
Present value at end of yeariperiod ' ’ 32.799 30.135

Principal actuarial assumptions

‘T he significant actuarial assumptions used to determine the present vilue of the defined benefit obligation at the
statement of financind pasition date are as follows:

009 2018
%o %
Discount rate 230 2.80
Pension increwses in deferment : ) 2.00 1.90
tnftation (RP1) 3.0 3.00
Rate of increase in pensions payments linble for limited price indexation
~ RPI(min 3%. max 5%) 3.60 " 3:55
Post retirement mortality assumptions
2019 2018
Years Years
Current UK pensioners a1 retirement age - malke 26,00 26,60
Current UK pensioners a retirement age - lemale 28.00 28.60
luture UK pensioners al retirement :\gL‘ - male 27.50 28.10
Future UK pensioners at retirement age - female 29.60 30.20

The mortality assumptions above assume a retirement age of 60 ycars (2018: 60 years).
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McNicholas Construction (Holdings) Limited

Notes to the Financial Statements for the Year Ended 30 June 2019 (continued)

13 Retirement benefit obligations (continued)-

Amaounts recognised in the income statement

Amounts recognised in operating (loss)
Past service cost

Amounts recognised in finance income or costs
[nserest on obligations
{nicrest income on plan assels

Recognised in finance cost

Total recognised in the ingomw statement

Amounts taken to the Statement of Comprehensive Income

" Acwarial pains arising, from changes in demographic assumptions
Actuiirial (losses)gains arising from changes in financial assumptions
Actuaria) (losses)Yeains arising from experience adjustments
Return oi plan assets. excluding amounts included in interest
income/(expense)

Amotints recognised in the Statement of Comprehensive Income
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Year ended

Year ended

30 June 30 June
2019 2018
£000 - £000
(124) .
834) (826)
643 565
(191 (261)
(315) (261)

Year ended

Year ended

30 June 30 June
2019 2018
£000 £ 000
741 364
(2.984) 1.565
(48) 25
2.062 1)
(229) 2,063




v McNicholas Construction (Holdings) Limited

Notes to the Financial Statements for the Year Ended 30 June 2019 (continued)

13 Retirement benefit obligations (continued)

Sensitivity analysis

A sensitivity analy sis for the principal assumptions used to measure scheme liabilities is set om below:

2019 ‘ 2018
- +0.25% - -0.25% +0.25% -0.25%
Adjustment to discount rate £000 £000 £000 £000
Decreasef(increase) in present value of total
obligation 1.400 (1.300) 1.300 (1.400)
2019 2018
. - +0.25% -0.25% +0.25% -0.25%
Adjustment to rate of inflation £000 £ 000 £000 £000
tIncrease ) decrease in present value of total
obligation (800} 800 (700} 700
. 2019 2018
Members assumed to be one year + | Year -1 Year + 1 Year -1 Year
older/younger in age ‘ £000 £000 £000 £000
Decreased(increase) in present vitdue of total
oblization ' 1.300 (1.300) 1,100 (1.100)
14 Trade and other payables
NI A 2019 2018
Current £000 £000
Acerted expenses - 280
Other pavables ’ - 52
Y'otal current trade and other payablis . - 332

15 Called Up Share capital

On 28 January 2019 the Company passed ordinany resolutions o re-designate the ‘A’ ordinary and "B’ ordinary
shares to Ordinans sharés of €1 cach. I'he rights attached 1o the Ordinary shares are as setout in the new Articles
of’ Associntion of the Company adopted by special resolution on the Sune date.

Allotted, called up and fully paid shares

2019 2018

No. - - £000 No. £ 000
Ordinany ol £1 cach 359.009 339 - -
A Ordinany ol £1 cach - - 116.003 L6
B Ordinary of £1 ¢ach - - 243.006 243
' 359.009 359 359.009 359
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McNicholas Construction (Holdings) Limited

Notes to the Financial Statements for the Year Ended 30 June 2019 (continued)

16 Parent and ultimate parent undertaking

1 he Compaty s immediate parent is Kier 1 imited.

T'he ultimate parent and controlling-party is Kicr Group ple.

Relationship between entity and parents
The parent of the largest growp in which these financial statements are consolidated is Kier Group ple.
incorporated in England and Wales.

The address of Kier Group ple is:

81 Fountain Strect.

Manchester.

M2 2ElL

The parent of the smailest group in which these Imancial statemients are consolidated is Kier Limited.
incorporated in Enghand and Wales.

"I'he address of Kier Limited is:

81 Fountain Street.

Manchester.

M22EE
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McNicholas Construction (Holdings) Limited

Notes to the Financial Statements for the Year Ended 30 June 2019 (continued)

17 Parent of group in whose consolidated financial statements the company is consolidated

Ihe nase of the parent of the group in whose ‘consolidated financiil statements the Company's financial
statements are consolidated is Kier Group ple.!

Fhese financial statements are avaifable tpon reguest from Companies House and waww.kier.co.uk.

" 18 Non adjusting events after the financial period

Impact of COVID19 on the Financial Statements .
Subscquent to the 30 Jurie Balance Sheet date. the world has been impadied by a global pandemic.

This pandemic has had a signilicant impact on the Kier Group. both vperationatly and tisanczally. Decisive
management actions led to Kicr implementing the following sclf help measures:

« “Temporarily closed all sites 1o casure that we could operate safely. Through the application of Site Operining
Pracedures issued by the Construction Leadership Council we were able to keep about 80% of our sites opei
throughout the period. Currently alk sites are now open.

+ Asked €.6.300 cmiployvees to take a temporan pay reduction for the three months 1o 30 June 2020, These
reductions depended on Seniority dnd ranged between 7.5% to 25%

¢ The Group furloughed 2000 employ ces through the period. As at 31 July there were none lett on turlough.

« The Group also deferred various.txation payments during the period as allowed by the Govemment,

* All diseretionary spend including capital expenditure was reduced o a minimun,

« The closure of the former headguariers at 1empstord Hall in Bedfordshire was brought forward 10 30 April
2020 from the previoushy announced date of 30 June 2020.

* “Through strong relationships With the members ol our banking syndicae and other -debt providers thes “all
agreed waivers o the Group's financial covenants for the vear ended 30 hunc2020.

» Paused reducing wtilisation ol the Kier Early Payment Scheme CKEPS').

"The impact of COVIDN-19 was subseqiient (o the balance sheet date and has had no impact on the results ol the

Company' for the year ended 30 June 2019, Consideration as to the impact on the Company's going concern
assumption has been given on page 6.
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