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Costain Integrated Services Limited

Strategic Report for the Year Ended 31 December 2020

The directors present their strategic report for the year ended 31 December 2020.

Fair review of the business

The principal activities of the company in the year under review were that of the provision of professional
services for the delivery of complex engineering and construction programmes. The services offered include
commercial and claims management, quantity surveying, programme and project management, planning, health
& safety management, environmental review and information systems review.

The profit before tax for the year ended 31 December 2020 was £192,7638 (2019: £2,004,503) and the company
had net assets of £16,392,648 (2019: £16,352,288).

Our order book and prospects for 2021 remains positive; this is testimony to our people, our reputation and our
valued client base. We remain impressed with the talent, professionalism and dedication of our staff who are
delivering innovative and effective solutions to our clients’ complex infrastructure challenges. With smart
thinking we are improving people’s lives.

The main focus of the company is to provide Value, Innovation and Excellence in all aspects of our work to
clients and through the talent, energy and determination of our team we will be recognised and trusted for the -
value we bring our clients. We continue to invest in the training and development of our people and the directors
would like to thank all our employees for their ongoing commitment and contribution.
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Costain Integrated Services Limited

Strategic Report for the Year Ended 31 December 2020 (continued)

Engaging with our stakeholders

The paragraphs below show how the directors have performed their duty under Section 172 Companies Act
2006 to have regard to various stakeholder factors. The Costain Group tries to have consistent policies in effect
across its operating subsidiaries as and were relevant.

Employees

2020 brought unprecedented challenge to staying connected. Protecting the health, safety and wellbeing of our
people is of paramount importance.

* Our robust digital infrastructure enabled us to seamlessly transition to working remotely and support this
throughout the year.

« Behavioural approach to safety and wellbeing which has enhanced our ability to keep people safe and well.
92% of our colleagues agree that Costain has taken the right steps to secure their wellbeing while on site.

+ Every contract and department has developed and implemented a thrive plan to enable our teams to perform at
their best and provided our line managers with training on managing in a virtual world.

« Our leadership impact days in April and September focused on wellbeing, working from home and early
lessons learned from our response to the pandemic.

» We set up a COVID-19 intranet portal which was updated daily with key information and FAQs for all staff.
This became a lynchpin of communication, supplemented by an active social media group for furloughed staff
and weekly communication drop-in sessions for the Costain leadership group, where challenges and concerns
were heard and shared.

Shareholders

We acted decisively to mitigate the impact of COVID-19 on our business and to update our shareholders on our
performance.

» Adapted our site operating procedures quickly and in consultation with industry and clients to ensure our sites
could get back to operating productively.

* Implemented salary reductions between 10%-30% for three months to June 2020.

« Issued a market update on 31 March 2020 on the impact of COVID-19. Our interactive, virtual trading update
in August provided further information to our shareholders on how Costain had reacted to the pandemic, and the
on-going impact on our operations.

Clients

We responded immediately to our clients’ needs during the pandemic.

« Set up a rapid response microsite offering targeted COVID-19 services to support our clients.

* Our project directors liaised closely with the Costain COVID-19 steering committee and their client leads to
ensure our sites were adapted to allow safe social distancing. We used innovative solutions like the social
distance watches on Thames Tideway.

* Pivoted from in-person site visits to virtual tours and engagement programmes across our projects.

Supply chain: . :

We worked hard to support and engage with our supply chain throughout the pandemic.
» In April 2020, our behavioural safety director, Alan Cheung, delivered a practical briefing to our supply chain
on how to achieve social distancing on site. '
+ Our supply chain conference in September 2020 was held virtually for the first time, with a focus on
communication and collaboration during the ongoing uncertainty resulting from the pandemic.

Communities and Environment

* Supported Business In The Community with their National Business Response Network, linking our supply
chain with community needs. In London we provided over 10,000 face masks to a variety of community
organisations.

* Costain military reservists were called up to support the COVID-19 response, helping set up Nightingale
hospitals.
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Costain Integrated Services Limited

Strategic Report for the Year Ended 31 December 2020 (continued)

Impact of COVID-19

Since the onset of COVID-19 our priority has been to ensure the safety and wellbeing of our people, clients and
the communities in which we operate. We have protected our business while continuing to work on critical
national infrastructure programmes.

The Group’s contracts continue to operate productively through the COVID-19 pandemic with enhanced safety
measures on construction sites and colleagues working remotely. Our offices have remained closed for the
majority of the year. However, when national guidelines have allowed, we have been pleased to welcome
colleagues unable to work remotely or who were experiencing wellbeing issues back into our offices under
COVID-19-safe conditions.

Our construction sites have remained operational. They are now operating at normal levels of productivity
across the Group compared to pre-COVID-19 levels. We remain alert to the continuing challenges that the
ongoing pandemic is placing on our people’s safety and wellbeing and on our operations.

Safeguarding our workforce and supporting our stakeholders

Doing the right thing by our people, our clients, society and protecting our business have guided our decision
making during COVID-19. Our Executive COVID-19 task force was formed to direct our response, supported
by our COVID-19 steering group. These have been pivotal in leading our successful response to the pandemic
and in enabling us to continue to deliver services for critical national infrastructure programmes. These continue
to operate.
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Costain Integrated Services Limited

Strategic Report for the Year Ended 31 December 2020 (continued)

Principal risks and uncertainties

The principal risks and uncertainties facing the ultimate parent company, Costain Group PLC, and its ability to
achieve its strategic objectives are set out below and these are also relevant to Costain Integrated Services

Limited.
Title

What is the Risk?

Failure to prevent and effectively
manage a major accident, hazard,
or incident.

Costain operates in natural, complex and hazardous environments.
Failure to manage the inherent risk and hazards, including pandemics,
may results in illness, loss of life or significant damage to the
environment. Failure to manage this risk could result in reputatlonal
damage, loss of business and financial penalties.

Failure to accelerate the
deployment of our higher margin
services.

The effective implementation of Costain’s Leading Edge strategy is
critical to the Group’s ability to accelerate the deployment of our
higher margin services alongside our complex programme delivery.
Failure to manage this risk could have an adverse effect on our
business, operating results, and shareholder value.

Failure to maintain a strong -
balance sheet.

A strong balance sheet is a fundamental requirement to qualify for and
support the contract sizes and duration required by our clients. Failure
to manage this risk could affect our ability to achieve our business
goals and our resilience to withstand economic downturns.

Failure to secure new work.

Costain’s future growth and profitability is dependent on our ability to
secure new work in our competitive marketplace. To be successful we
need to maintain strong client relationships and broaden our service
offering by delivering innovative solutions across complex delivery,
digital and consulting activities.

Failure to attract and transform the
skills, capabilities and competence
of our resources

The successful implementation of our strategy is dependent on our
ability to attract and retain talent, grow the capabilities and
performance of our employees and maintain a high performing, ethical
and caring culture where our team can be at their best.

Failure to deliver projects
effectively.

Failure to enter into contracts that are aligned with our risk appetite or
deliver projects to the agreed time, budget and quality could result in
financial loss, regulatory and contractual breaches and loss of
reputation with our clients and investors.

Failure to manage the legacy
defined benefit pension scheme.

Failure to manage the legacy defined benefit pension scheme so that
the liabilities are within a range appropriate to our capital base and do
not adversely impact our balance sheet.

Failure to ensure that our
technology is robust, our systems
are secure and our data protected.

Our ability to enable safe, secure, and res111ent business operations
(including finding, winning, and delivering work supported by
efficient corporate services) is dependent on the delivery of our core
IT strategy. The delivery of this strategy is also key to our ability to
safely and securely acquire, host, use, and dispose of Costain, client,
and third-party data.

Failure to anticipate and respond to

changes in client circumstances.

We have seen changes in the business operations and investment
priorities of our core clients and clients challenged by ever evolving
policy, funding, operational and regulatory changes. Failure to
anticipate the changes that are affecting our clients and respond
effectively, could restrict our ability to grow margins and increase
market share.
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Costain Integrated Services Limited

Strategic Report for the Year Ended 31 December 2020 (continued)

Approved by the Board on 29 April 2021 and signed by its order by:
DocuSigned by:
S HKams
D ~268CA4457244F T . cveveennnnn

S Harris
Company secretary
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Costain Integrated Services Limited

Directors' Report for the Year Ended 31 December 2020

The directors present their report and the audited financial statements for the year ended 31 December 2020.

Directors of the company
The directors of the company who were in office during the year and up to the date of signing the financial
statements were:

A J Vaughan

M D Hunter (appointed 1 September 2020)

M E Mayhew (appointed 7 April 2020)

T A Wood - Company secretary and director (resigned 1 September 2020)

Principal activity
The principal activity of the company is the provision of professional services for the delivery of complex
engineering and construction programmes.

Future developments
The directors do not expect any significant changes to the principal activities of the company in the foreseeable
future.

Dividends
The directors do not recommend the payment of a dividend for the year ended 31 December 2020 (2019: £nil).

Diversity ‘

Apart from ensuring that an individual has the ability to carry out a particular role, the company does not
discriminate in any way. The company endeavours to retain employees if they become disabled, making
reasonable adjustments to their role and, if necessary, looking for redeployment opportunities within the
company and Costain Group PLC. The company also ensures that training, career development and promotion
opportunities are available to all employees irrespective of gender, race, age or disability.

Employee involvement

The Costain group provides information to its employees both of a general company nature and to encourage
awareness of financial and economic factors, which affect the company in various ways. These include regular
videos and updates from the Chief Executive and other senior managers, a Costain online news service,
information via our electronic mail system, circulation of press releases, management briefings on company
results, a report to employees on the annual financial statements of the Group and annual pension scheme
reports. Pamc1pat10n and involvement are encouraged through regular management meetings with employees

Statement of dlrectors responsibilities
The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the financial statements 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 not approve the financial statements
unless they are satisfied that they give a true and fair view of the state of affairs of the company and of the profit
or loss of the company for that period. In preparing these financial statements, the directors are required to:
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Costain Integrated Services Limited

Directors' Report for the Year Ended 31 December 2020 (continued)

« select suitable accounting policies and then apply them consistently;

« state whether applicable United Kingdom Accounting Standards, comprising FRS 101, have been followed,
subject to any material departures disclosed and explained in the financial statements;

« make judgements and accounting estimates that are reasonable and prudent; and

+ prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

The directors are also responsible for safeguarding the assets of the company and hence for taking reasonable
steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006.

Disclosure of information to the auditors

The directors confirm that, so far as they are aware, there is no relevant audit information (as defined in Section
418 of the Companies Act 2006) of which the company’s external auditors are unaware and that each director
has taken all the steps that they ought to have taken as a director to make themselves aware of any relevant audit
information and to establish that the company’s external auditors are aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of Section 418 of the
Companies Act 2006.

Reappointment of independent auditors
The independent auditors PricewaterhouseCoopers LLP are deemed to be reappointed under section 487(2) of
the Companies Act 2006.

Apprbved by the Board on 29 April 2021 and signed by its order by:

DocuSigned by:
S s

S Harris
Company secretary
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Independent auditors’ reportto the
members of Costain Integrated Services
Limited

Report on the audit of the financial statements

Opinion

In our opinion, Costain Integrated Services Limited’s financial statements:

e giveatrue and fair viewofthe state of the company’s affairs as at 31 December 2020 and ofits profit forthe year then
ended;

* have been propery prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable law);, and

¢ havebeen prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual Report’),
which comprise: the Statement of Financial Position as at 31 December 2020; the Income Statement, the Statement of
Comprehensive Income, the Statement of Changes in Equity for the year then ended; and the notes to the financia
statements, which include a description of the significant accounting policies.

Basis for opinion

We conducted our auditin accordance with Intemational Standards on Auditing (UK) (“ISAs (UK)") and ap plicable taw. Our
responsibilities under ISAs (UK)arg furtherdescribed in the Auditors' responsibilities forthe audit of the financial statements
section of ourreport. We believe that the audit evidence we have obtained is sufficient and ap propriate to provide a basis for
our opinion.

Independence

Weremained independent of the companyin accordance with the ethical requireménts that are relevant to our audit of the
financial statements in the UK, which includes the FRC's Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern

Based on the work we have performed, we have notidentified any material uncertainties relating to events or conditions that,
individually orcollectively, may cast significant d oubt on the company’s abilityto continue as a going concern fora period of
at least twelve months from when the financial statements are authorised forissue.

In auditing the financial statements, we have concluded that the directors’ use of the goingconcem basis of accounting in
the preparationofthe financial statementsis approprate.



However, because not all future events orconditions can be predicted, this conclusion is nota guarantee as to the company's
ability to continue as a going concern.

Our responsibilities and the responsibilities of the directors with respect to going concem are described in the relevant
sectionsofthisreport.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’ report thereon. The directors are responsible forthe otherinformation. Our opinion on the financial statements does
not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise
explicily statedin this report, any form of assurancethereon.

In connection with'our audit of the financial statements, our responsibility is to read the other information and, in doing so,
considerwhetherthe other information is materially inconsistent with the financial statements orour knowledge obtained in
the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a 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 of this otherinformation, we are required to report that fact. We have nothing to report based
on these responsibilities.

With respect to the Strategic report and Directors' Report, we also considered whether the disclosures required by the UK
Companies Act 2006 have beenincluded.

Based on our work undertaken in the course ofthe audit, the Companies Act 2006 requires us also to report certain opinions
and matters as described below.

Strategic report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic report and
Directors' Report for the year ended 31 December 2020 is consistent with the financial statements and has been prepared
in accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course ofthe audit, we did
notidentify any material misstatements in the Strategic report and Directors' Report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Directors' Responsibilities, the directors are responsible for the preparation of
the financial statements in accordance with the applicable framework and for being satisfied that they give a true and fair
view. The directors are also responsible forsuch intemal control as they determine is necessaryto enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessingthe company’s ability to continue as a going
concern, disclosing, as ap plicable, matters related to going concem and using the going concem basis ofaccounting unless
the directors either intend to liquidate the company orto cease operations, orhaveno realistic alternative butto do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obfain reasonable assurance aboutwh etherthe financial statements as awhole are free from materia
misstatement, whetherdue to fraud orerror, and to issue an auditors’ report that includes our opinion. Reasonable assurance
is a highlevel of assurance, butis nota guarantee that an audit conducted in accordance with ISAs (UK) will always d etect
a material misstatementwhen it exists. Misstatements can arise from fraud orerror and are considered materialiif, individually



orin the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

Irregularities, including fraud, are instances of non-compliance with faws and regulations. We design procedures in line with
our responsibilities, outlined above, to detect material misstatementsin respect ofirregularities, including fraud. The extent
to which ourprocedures are capable of detecting irregularities, includingfraud, is d etailed below.

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with laws
and regulations related to Health and Safety, Data Protection laws, relevant construction legislations, the Companies Act
2006 and relevant tax legislations, and we considered the extent to which non-compliance might have a material effect on
the financial statements. We also considered those laws and regulations that have a directimpact on the financia statements
such as the Companies Act 2006. We evaluated management's incentives and opportunities forfraud ulent manipulation of
the financial statements (including the risk of override of controls), and determined that the principal risks were related to
posting inappropriate journal entries to increase revenue or reduce expenditure and management bias in accounting
estimates. Audit procedures performed included:

¢ Discussion with management, intemal audit and the Group's in-house legal advisers, incduding consideration of known
or suspected instances ofnon-compliancewith laws and regulations and fraud;

+ Review ofthe financial statement disclosures to underlying supporting documentation;

* Assessment of matters reported on the Group’s whistleblowing helpline and the results of management's investigation of
such matters; : ' :

e Challenging assumptions and judgements made by management in their significant accounting estimates, in particuar
in relation to contract accounting; and

¢ Identifyingand testingjourna entries, in particular any journal entries posted with unusual account combinatons or
posted by senior management. ’

There areinherent limitations in the audit procedures described above. We are less likely to become aware of instances of
non-compliance with laws and regulations that are not closely related to events and transactions reflected in the financial
statements. Also, the riskof not detecting a material misstatement due to fraud is higherthan the risk of not detecting one
resulting from error, as fraud may involve d elibérate concealment by, for example, forgery orintentional misrepresentations,
or throughcollusion.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at
www.frc.org.uk/auditorsresponsibilities. This d escription forms part of our auditors' report.

Use of this report , .

This report, including the opinions, has been prepared forand only for the company’s members as a bodyin accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or
assume responsibility for any otherpurpose or to any other person to whom this reportis shown orinto whose hands it may
come save where expressly agreed by our prior consentin writing.
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Other required reporting

Companies Act 2006 exception reporting

Under the Companies Act 2006 we are required to report to youif, in ouropinion:

* we have notobtained all the information and explanations we require for ouraudit; or

+ adequate accounting records have not been kept by the company, or retums adequate for our audit have not been
received frombranches notvisited by us; or

o certain disclosures of directors’ remuneration specified by law are not made; or

« thefinancial statements are notin agreement with the accounting records and retums.

We have no exceptions to report arising fromthis responsibility.

o

Andrew Johns (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

29 April 2021
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Costain Integrated Services Limited

Income Statement

for the year ended 31 December

Revenue

Cost of sales

Gross profit
Administrative expenses
Other gains and losses

Operating profit
Finance income
Finance costs

Net finance income
Profit before tax
Taxation

Profit for the financial year

The above results were derived from continuing operations.

The notes on pages 17 to 30 form an integral part of these financial statements.

Page 13

Note

10

2020

2019
£ £

13,074,024 20,580,433
(10,693,780) (15,837,243)
2,380,244 4,743,190
(1,891,198) (2,495,860)
(339,763) (263,608)
149,283 1,983,722
50,147 20,781
(6,692) -
43,455 20,781
192,738 2,004,503
(152,378) (391,932)
40,360 1,612,571
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Costain Integrated Services Limited

Statement of Comprehensive Income
for the year ended 31 December

2020 2019
£ £
Profit for the financial year 40,360 1,612,571
Total comprehensive income for the year 40,360 1,612,571

The notes on pages 17 to 30 form an integral part of these financial statements.
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Costain Integrated Services Limited

(Registration number: 01890057)

Statement of Financial Position
as at 31 December

- Fixed assets
Investments

Current assets
Trade and other receivables
Cash and cash equivalents

Creditors - amounts falling due within one year
Net current assets

Net assets

Equity

Called up share capital
Share premium account
Retained earnings

Total shareholders' funds

Note

11

12
13

14

15

2020 2019
£ £
747,152 1,086,915

17,245,442 17,699,536
305,505 293,928
17,550,947 17,993,464
(1,905,451) (2,728,091)
15,645,496 15,265,373
16,392,648 16,352,288
12,903 12,903
12,715 12,715
16,367,030 16,326,670
16,392,648 16,352,288

The financial statements on pages 13 to 30 were approved by the Board of directors on 29 April 2021 and

signed on its behalf by:

DocuSigned by:

M D) thunter

‘M D Hunter
Director

The notes on pages 17 to 30 form an integral part of these financial statements.
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At 1 January 2020
Profit for the financial year

Total comprehensive income

At 31 December 2020

At 1 January 2019
Profit for the financial year

Total comprehensive income

At 31 December 2019

The notes on pages 17 to 30 form an integral part of these financial statements.

Costain Integrated Services Limited

Statement of Changes in Equity
for the year ended 31 December

Total
Called up Share premium Retained shareholders'
share capital account earnings funds
£ £ £ £
12,903 12,715 16,326,670 16,352,288
- - 40,360 40,360
- - 40,360 40,360
12,903 12,715 16,367,030 16,392,648
Total
Called up Share premium Retained shareholders’
share capital account earnings funds
£ £ £ £
12,903 12,715 14,714,099 14,739,717
- - 1,612,571 1,612,571
- - 1,612,571 1,612,571
12,903 12,715 16,326,670 16,352,288
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Costain Integrated Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2020

1 General information

The company is a private company limited by share capital, incorporated in the United Kingdom and domiciled
in England.

The address of its registered office is:
Costain House

Vanwall Business Park

Maidenhead

Berkshire

SL6 4UB

UK

These financial statements were authorised for issue by the Board on 29 April 2021.

2 Accounting policies

Summary of significant accounting policies and key accounting estimates
The principal accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

Basis of preparation

These financial statements have been prepared in accordance with the Companies Act 2006 as applicable to
companies using Financial Reporting Standard 101, 'Reduced Disclosure Framework' (FRS 101). The financial
statements have been prepared under the historical cost convention.

The preparation of financial statements in conformity with FRS 101 requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying the
company's accounting policies. The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial statements, are disclosed in note 3.

The company is a wholly-owned subsidiary of Costain Group PLC and is included in the consolidated financial
statements of Costain Group PLC, which are publicly available. Consequently, the company has taken
advantage of the exemption from preparing consolidated financial statements under the terms of section 400 of
the Companies Act 2006.

Functional and presentation currency

Items included in the financial statements of the company are measured using the currency of the primary
economic environment which the company operates. The financial statements are presented in ‘pounds sterling’
(£), which is also the company’s functional currency.

The notes on pages 17 to 30 form an integral part of these financial statements.
Page 17
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Costain Integrated Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

2 Accounting policies (continued)

Summary of disclosure exemptions
The company has taken advantage of the following disclosure exemptions under FRS 101:

(a) The requirements of IAS 1 to provide a Balance Sheet at the beginning of the year in the event of a prior year
adjustment;

(b) The requirements of IAS 1 to provide a Statement of Cash flows for the year;
(c) The requirements of IAS 1 to provide a statement of compliance with IFRS;
(d) The requirements of IAS 1 to disclose information on the management of capital;

(e) The requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting Estimates
and Errors to disclose new IFRS's that have been issued but are not yet effective;

(f) The requirements in IAS 24 Related Party Disclosures to disclose related party transactions entered into
between two or more members of a group, provided that any subsidiary which is a party to the transaction is
wholly owned by such a member;

(g) The requirements of paragraph 17 of IAS 24 Related Party Disclosures to disclose key management
personnel compensation;

(h) The requirements of IFRS 7 to disclose financial instruments;

"(1) The requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement to disclose information of fair
value valuation techniques and inputs;

(j) IAS 7, 'Statement of Cash Flows";

(k) The requirement in paragraph 38 of IAS 1 Presentation of Financial Statements to present comparative
information in respect of:

+ paragraph 79(a)(iv) of IAS 1;

» paragraph 73(e) of IAS 16 Property, Plant and Equipment;

« paragraph 118(e) of IAS 38 Intangible Assets;

« paragraphs 76 and 79(d) of IAS 40 Investment Property;

(1) The requiremé:nts of the second sentence of paragraph 110 and paragraphs 113(a), 114, 115, 1i8, 119(a) to
(c), 120 to 127 and 129 of IFRS 15 Revenue from Contracts with Customers;

(m) The requirements of paragraph 52, the second sentence of paragraph 89, and paragraphs 90, 91 and 93 of
IFRS 16 Leases; and

(n) 'The requirements of paragraph 58 of IFRS 16, provided that the disclosure of details of indebtedness
required by paragraph 61(1) of Schedule 1 to the Regulations is presented separately for lease liabilities and
other liabilities, and in total.’

Disclosure exemptions for subsidiaries are permitted where the relevant disclosure requirements are met in the
consolidated financial statements. Where required, equivalent disclosures are given in the Group financial
statements of Costain Group PLC.

The notes on pages 17 to 30 form an integral part of these financial statements.
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Costain Integrated Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

2 Accounting policies (continued)

Going concern
The financial statements have been prepared on a going concern basis.

The ultimate parent company, Costain Group PLC, manages its United Kingdom cash balances using a
centralised cash system and surplus cash held by the Company, outside of joint arrangements, is loaned at
interest to a fellow subsidiary on a day-to-day basis. These loans are repaid or new loans advanced daily to
satisfy any cash requirements.

In determining the appropriate basis of preparation of the financial statements for the year ended 31 December
2020, the directors are required to consider whether the company can continue in operational existence for the
foreseeable future. The directors have concluded that it is appropriate to adopt the going concern basis in
preparing these financial statements.

New standards and changes in accounting policy
None of the standards, interpretations and amendments effective for the first time from 1 January 2020 have had
a material effect on the financial statements. These include:

- Definition of Material - amendments to IAS 1 and IAS 8;

- Definition of a Business - amendments to IFRS 3;

- Interest Rate Benchmark Reform - amendments to IFRS 9, IAS 39 and IFRS 7;
- Revised Conceptual Framework for Financial Reporting.

The amendments listed above did not have any impact on the amounts recognised in prior periods and do not
affect the current or future periods.

Revenue recognition
Recognition

The Company recognises revenue when performance obligations have been satisfied and for the Company, this
is when control over the service or product is transferred to the customer. Revenue is measured at the fair value
of the consideration received or receivable, net of value added tax. Where the consideration is variable, the
amount recognised is highly probable not to suffer a significant reversal in future. This revenue is recognised in
the accounting period when the services are rendered at an amount that reflects thé consideration to which the
entity expects to be entitled in exchange for fulfilling its performance obligations to customers. This revenue is
recognised in the accounting period when the services are rendered at an amount that reflects the consideration
to which the entity expects to be entitled in exchange for fulfilling its performance obligations to customers.

Finance income and costs
Interest receivable and payable on bank deposits and between group undertakings is credited or charged to the
profit and loss as incurred, using the effective interest method.

Foreign currency transactions and balances

Transactions in foreign currencies are translated at the exchange rate ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are translated to pounds sterling at the
exchange rate ruling at the balance sheet date. Foreign exchange differences arising on translation are
recognised in the profit and loss account.

The notes on pages 17 to 30 form an integral part of these financial statements.
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Costain Integrated Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

2 Accounting policies (continued)

Tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or loss, except that
of a change attributable to an item of income or expense recognised as other comprehensive income is also
recognised directly in other comprehensive income.

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the reporting date in the countries where the company operates and generates taxable
income. .

Deferred tax is recognised, without discounting, in respect of all timing differences between the treatment of
certain items for taxation and accounting purposes, which have arisen but not reversed by the balance sheet date.

Deferred tax is measured at the rates that are expected to apply in the periods when the timing differences are
expected to reverse, based on the tax rates and law enacted at the balance sheet date.

A net deferred tax asset is regarded as recoverable and therefore recognised only to the extent that, on the basis
of all available evidence, it can be regarded as more likely than not that there will be suitable taxable profits
from which the future reversal of the underlying timing differences can be deducted.

Cash and cash equivalents
Cash and cash equivalents comprise cash balances and call deposits.

Investments

Fixed asset investments are stated at historical cost less any provisions for impairment. Investments are
reviewed for impairment if events or changes in circumstances indicate that the carrying amount may not be
recoverable. Impairments are calculated such that the carrying value of the fixed asset investment is the lower of
its cost or recoverable amount. Impairments are reversed in line with improvements in the recoverable amount
of the investment.

Trade receivables

Trade receivables are amounts due from customers for merchandise sold or services performed in the ordinary
course of business. If collection is expected in one year or less (or in the normal operating cycle of the business
if longer), they are classified as current assets. If not, they are presented as non-current assets.

Trade receivables are recognised initially at the transaction price. They are subsequently measured at amortised
cost using the effective interest method, less provision for impairment. A provision for the impairment of trade
recejvables is established when there is objective evidence that the company will not be able to collect all
amounts due according to the original terms of the receivables.

The company applies the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime
expected loss allowance for intercompany balances. To measure the expected credit losses, intercompany
balances have been grouped based on shared credit risk characteristics and the days past due.

The notes on pages 17 to 30 form an integral part of these financial statements.
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Costain Integrated Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

2 Accounting policies (continued)

Financial instruments

Initial recognition
Financial assets

The classification depends on the nature and purpose of the financial asset and is determined at the time of
initial recognition.

Financial liabilities

Financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs. Financial
liabilities are subsequently measured at amortised cost using the effective interest method, with interest expense
recognised on an effective yield basis. Where borrowings are the hedged item in an effective fair value hedge
relationship, the carrying value is adjusted to reflect the fair value movements associated with the hedged risk.

Derecognition
Financial assets

A financial asset is derecognised only when the contractual rights to the cash flows from that asset expire, or it
transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity.

Financial liabilities

Financial liabilities are derecognised only when the obligations are discharged, cancelled or expire.

Impairment of financial assets

Impairment of financial assets is based on an expected credit loss model applying the simplified approach
permitted under IFRS 9. The company calculates an allowance for credit losses based on the nature of the
customer, experience of collecting receivables from similar customers and modelling default scenarios and
applying probabilities of such scenarios.

To measure the expected credit losses, trade debtors and contract assets have been grouped based on shared
credit risk characteristics and the days past due.

The contract assets relate to unbilled work in progress and have substantially the same credit risk characteristics
as the trade debtors for the same types of contracts. The Group has concluded that the expected loss rates for
trade debtors are a reasonable approximation of the loss rates for the contract assets.

The loss rates will be adjusted to reflect current and forward-looking information on macroeconomic factors that
might affect the ability of the customers to settle the receivables.

Trade creditors

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Trade and other payables are recognised initially at the fair value and subsequently
measured at amortised cost using the effective interest method. Trade creditors are classified as current
liabilities if payment is due within one year or less (or in the normal operating cycle of the business if longer). If
not, they are presented as non-current liabilities.

The notes on pages 17 to 30 form an integral part of these financial statements.
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Costain Integrated Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

2 Accounting policies (continued)

Borrowings

All borrowings are initially recorded at the amount of proceeds received, net of transaction costs. Borrowings
are subsequently carried at amortised cost, with the difference between the proceeds, net of transaction costs,
and the amount due on redemption being recognised as a charge to the profit and loss account over the period of
the relevant borrowing.

Interest expense is recognised on the basis of the effective interest method and is included in finance costs.

Borrowings are classified as current liabilities unless the company has an unconditional right to defer settlement
of the liability for at least 12 months after the reporting date.

Provisions

Provisions are recognised when the company has a present obligation (legal or constructive) as a result of a past
event, it is probable that the company will be required to settle that obligation and a reliable estimate can be
made of the amount of the obligation.

Provisions are measured at the directors’ best estimate of the expenditure required to settle the obligation at the
reporting date and are discounted to present value where the effect is material.

Share capital

Ordinary shares are classified as equity. Equity instruments are measured at the fair value of the cash or other
resources received or receivable, net of the direct costs of issuing the equity instruments. If payment is deferred
and the time value of money is material, the initial measurement is on a present value basis.

Dividends .
Dividend distributions to the company’s shareholders are recognised as a liability in the company’s financial
statements in the period in which the dividends are approved by the company’s shareholders.

Defined contribution pension obligation

The company participates, on a defined contributions basis, in several pension schemes for the benefit of its own
and seconded employees. The assets of the schemes are held separately from those of the company in
independently administered funds. '

The cost of pensions, in respect of the pension schemes in which the company participates, is charged to the
profit and loss account and is equal to the contributions payable in the accounting period.

Dividend income
Dividend income is recognised when the right to receive payment is established and is included in
administrative expenses. :

IFRSs not applied
Certain new accounting standards and interpretations have been published that are not mandatory for 31
December 2020 reporting periods and have not been early adopted by the group. These standards are not
expected to have a material impact on the entity in the current or future reporting periods and on foreseeable
future transactions.

The notes on pages 17 to 30 form an integral part of these financial statements.
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Costain Integrated Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

3 Critical accounting judgements and key sources of estimation uncertainty

The estimates and underlying assumptions used in the preparation of these financial statements are reviewed on

an ongoing basis. Revisions to accounting estimates are recognised in the period in which the estimate is revised

if the revision affects only that period, or in the period of the revision and future periods if the revision affects
- both current and future periods.

The most critical accounting policy and significant area of estimation arises from the accountmg for long-term
contracts under IFRS 15 'Revenue from Contracts with Customers'.

An element of the company’s activities are undertaken via long-term contracts and IFRS 15 requires the
identification and separation of individual, distinct performance obligations, which are then accounted
individually. The most common type of contracts undertaken by the company with multiple performance
obligations are framework contracts. In most cases, the obligations are satisfied over time and estimates are
made of the total contract costs and revenues. In many cases, these obligations span more than one financial
period. Both cost and revenue forecasts may be affected by a number of uncertainties that depend on the
outcome of future events and may need to be revised as events unfold and uncertainties are resolved. Cost
forecasts take into account the expectations of work to be undertaken on the contract. Revenue forecasts take
into account compensation events, variations and claims and assessments of the impact of pain/gain
arrangements to the extent that the amounts the company expects to recover or incur can be reliably estimated
and are highly probable not to reverse based on most likely outcome.

Management bases its estimates of costs and revenues and its assessment of the expected outcome of each
long-term contractual obligation on the latest available information, this includes detailed contract valuations,
progress on discussions over compensation events, variations and claims with customers, progress against the
latest programme for completing the works, forecasts of the costs to complete and, in certain limited cases,
assessments of recoveries from insurers. Revenue is recognised to the extent that amounts forecast from
compensation events, variations and claims are agreed or considered highly probable to be agreed. The estimates
of the contract position and the profit or loss earned to date are updated regularly and significant changes are
highlighted through established internal review procedures. The impact of any change in the accountmg
estimates both positive and negative is then reflected in the financial statements. '

Management believes it is reasonably possible, on the basis of existing knowledge, that outcomes within the
next financial year could require material adjustment. Given the pervasive impact of judgements and estimates
on revenue, cost of sales and related balance sheet amounts, it is difficult to quantify the impact of taking
alternative assessments on each of the judgements above.

The notes on pages 17 to 30 form an integral part of these financial statements.
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Costain Integrated Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

4 Revenue

The whole of the revenue is attributable to the principal activity of the business.

2020 2019
£ £
UK 13,074,024 20,225,406

The company did not receive dividends from subsidiaries during 2020 (2019: £1,680,120).

5 Other losses

The analysis of the company's other losses for the year is as follows:

Year to Year to
31 December 31 December
2020 2019
£ £
Provision against amount owed by a group undertaking - (168,731)
Loss on dissolution of fixed asset investments - (94,877)
Impairment of fixed asset investment (339,763) -
(339,763) (263,608)

For changes in investments see note 11

6 Auditors' remuneration

The deemed audit fee for the company was £50,000 (2019: £50,000).

There are no fees paid to PricewaterhouseCoopers LLP for other services other than the statutory audit of the
company. The audit fee was borne by another group company.

The notes on pages 17 to 30 form an integral part of these financial statements.
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Costain Integrated Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

7  Staff costs

The aggregate payroll costs of seconded employees were as follows:

Wages and salaries
Social security costs
Other pension costs

Year to Year to
31 December 31 December
2020 2019
£ £
5,914,397 6,376,776
675,034 754,662
614,746 572,346
7,204,177 7,703,784

The average number of persons primarily seconded to the company during the year, analysed by category was as

follows:

Professional

Administrative

8 Finance income

Interest income from group undertakings

9 Finance costs

Other finance costs

The notes on pages 17 to 30 form an integral part of these financial statements.
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Year to Year to
31 December 31 December
2020 2019
No. No.
72 77
22 24
94 101
Year to Year to
31 December 31 December
2020 2019
£ £
50,147 20,781
Year to Year to
31 December 31 December
2020 2019
£ £
6,692 -
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Costain Integrated Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

10 Income tax

Tax charged in the income statement

Year to Year to
31 December 31 December
2020 2019

£ £
Current taxation
UK corporation tax : 91,149 422.684
UK corporation tax adjustment to prior periods 54,775 (49,850)

145,924 372,834
Deferred taxation .
Current year deferred tax 6,454 19,098
Tax expense in the income statement ‘ 152,378 391,932

The tax charge on profit before tax for the year is higher than the standard rate of corporation tax in the UK
(2019 - higher than the standard rate of corporation tax in the UK) of 19% (2019 - 19%).

The differences are reconciled below:

Year to Year to
31 December 31 December
2020 2019
£ £

Profit before tax 192,738 2,004,503
Corporation tax at standard rate ) 36,620 380,856
Increase (decreasé) in current tax from adjustment for prior periods 54,775 (51,729)
Increase from effect of expenses not deductible in determining taxable
profit . 72,067 . 65,052
Deferred tax credit relating to changes in tax rates or laws (11,084) (2,247)
Total tax charge 152,378 391,932

Deferred tax assets at 31 December 2020 has been calculated based on the UK corporation tax rate of 19%. In
the 3 March 2021 Budget it was announced that the statutory tax rate will increase to 25% in 2023. This will
have a consequential effect on the company’s future tax charge.

Deferred tax
Deferred tax assets

The notes on pages 17 to 30 form an integral part of these financial statements.
Page 26



DocuSign Envelope ID: BF45F6BC-292B-4C1C-98A6-10F92B4D1788

Costain Integrated Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

10 Income tax (continued)

2020 2019

£ £
Asset at the beginning of the year 94,215 113,313
Amount charged to the profit and loss account (6,454) (19,098)
Asset as end of year (note 12) 87,761 94,215
11 Investments
Subsidiaries £
Cost or valuation .
At 1 January 2020 2,086,915
At 31 December 2020 _ 4 2,086,915
Impairment
At 1 January 2020 - 1,000,000
Impairment 339,763
At 31 December 2020 1,339,763
Carrying amount
At 31 December 2020 747,152
At 31 December 2019 ” ' 1,086,915

During 2020, the company provided £282,696 against the investment in Calvert and Russell Limited and
£57,067 against the investment in Construction Study Centre Limited (2019: £Nil).

Details of the subsidiaries as at 31 December 2020 and 31 December 2019 are as follows:

Registered Proportion of
office / ownership interest
principal place  and voting rights
Name of subsidiary " Principal activity " of business held
2020 2019
AB Rhead & Associates Limited* Dissolved February 2020 (1) 0% © 100%
Brunswick Infrastructure Services  Project, quantity surveying (1) 100% 100%
Limited* and commercial
management services
Calvert & Russell Limited* Professional services for (1) 100% 100%
the construction industry
C-in-A Limited* Dissolved February 2020 (1) 0% 100%

The notes on pages 17 to 30 form an integral part of these financial statements.
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Costain Integrated Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

11 Investments (continued)

Registered Proportion of

office / ownership interest

principal place  and voting rights
Name of subsidiary Principal activity of business held

2020 2019
Construction Study Centre Limited* Promotion of seminars and (1) 100% 100%
) training courses ]

JBCC Rhead PTE Limited* Not trading 2) 100% 100%

* indicates direct investment of the company.

Key to registered office / principal place of business
(1) Costain House, Vanwall Business Park, Maidenhead, Berkshire, SL6 4UB, England.
(2) Peninsula Plaza #27-01, 111 North Bridge Road, 179098, Singapore.

12 Trade and other receivables

31 December 31 December

2020 2019
£ £
Trade receivables 3,043,763 2,016,366
Amounts owed by group undertakings 11,769,443 10,130,784
Contract assets - 5,163,401
Other receivables - 134,386
Prepayments 2,344,475 160,384
Deferred tax assets 87,761 94,215
17,245,442 17,699,536

Amounts receivable from other group undertakings is unsecured, repayable on demand but accrues interest at a
rate of 0.0%-2.5% (2019: 0.0%-2.5%).

13 Cash and cash equivalents

31 December 31 December

2020 2019
£ £
Cash at bank 305,505 293,928

The Company’s bankers have the right to set off the company’s principal bank balances when in credit against
any overdraft borrowings by, a fellow subsidiary of the Costain group, Richard Costain Limited. In addition,
one of the arrangements requires that certain cash balances, whether in credit or debit, are swept to/from Richard
Costain Limited on a daily basis; such arrangements are commonplace in large groups and facilitate effective
cash management. The company’s cash balance is replaced with an inter-company receivable/payable from/to
Richard Costain Limited.

The notes on pages 17 to 30 form an integral part of these financial statements.
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Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

14 Creditors

Amounts falling due within one year
31 December 31 December

2020 2019
£ £

Trade creditors 840,920 171,095
Accrued expenses 294,450 968,154
Amounts owed to group undertakings - 508,013 971,017
Group relief payable 153,484 310,499
Other creditors 110,463 307,326

1,907,330 2,728,091

Amounts payable to other group undertakings is unsecured, repayable on demand and does not accrue interest
(2019: does not accrue interest).

15 Called up share capital

Allotted, called up and fully paid shares

31 December 31 December
2020 2019
No. £ No. £
Ordinary shares of £1 each 12,903 12,903 12,903 12,903

16 Contingent liabilities

The company has entered into cross guarantees together with the ultimate parent company and certain fellow
Group undertakings for borrowing facilities made available to the Group. At 31 December 2020, these liabilities
amounted to £48,000,000 (2019: £116,000,000).

These are also ‘contingent liabilities in respect of guarantees of performance bonds and other undertakings
entered into in the ordinary course of business by fellow Group undertakings.

The notes on pages 17 to 30 form an integral part of these financial statements.
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Costain Integrated Services Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

17 Parent and ultimate parent undertaking

The company's immediate parent is Costain Limited.

The ultimate parent is Costain Group PLC.

The parent of the largest and smallest group producing publicly available financial statements in which these
financial statements are consolidated is Costain Group PLC. These financial statements are available upon

request from Costain House, Vanwall Business Park, Maidenhead, Berkshire, SL6 4UB.

The ultimate controlling party is Costain Group PLC.

The notes on pages 17 to 30 form an integral part of these financial statements.
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