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Kier Highways Limited

Strategic Report for the Year Ended 30 June 2021

The dircctors present their ‘strategic report for Kier Highways Limited (the "Company™) for the year ended 30
Jung 2021.

Fair review of the business

The Company is a member of the Kier Group plc ("Kier") group of comipanies (the "Kiér Group" aid the
"Group").

The Company is a specialist highways asset maintenance and management business, carrying out maintenance
contracts and projects. Principle activities include: the design of roads, bridges and intelligent transport systems
(ITS), covering stralegic and other nationally important roads, as well as local roads serving communities across
the country.

Collaborating with clients, the Company manages assets to maximise their value, supporting the ecoiomic and
social wellbéing of communities,

The Company maintained its position as a sector leader over the year, successtully mobflising four new
contracts: an eight year National Highways Area 4 Maintenance and Response contract (M & R), alongside
three contracts with Transport for London (TfL), covering network maintenance and enhancement activities and
maintenance of of tunnels and pumping stations ( further detail or the TfL Contracts immediately below).

During the year, the Business also successtully tendered four new contracts:

« National Highways Area 3 Maintenance and Response ( M & R): at a total contract value £190m, the
Company will deliver maintenance and operational response across Hampshire, Surrey, Oxfordshire, Wiltshire
and parts of Buckinghamshire for eight years ( Nov 21 to Oct 29)

* Transport for London (Tf.) x 3

i. The Company has been appointed to deliver Transport for London's (TfL) new c£200m Maintenance and
Management Contract for TfL Road Tunnels and Pumping stations (TAPS). The new contract

commenced in April 21 and ruis for eight years (Apr 21 to Mar 29).

ii. A 50-30 joint venturc between Tarmac and Kier Flighways has been awarded ll'lt, Lot 2 conract of the TIL
Highways Maintenance and Project Framework to maintain and improve highways and related

asscts covering 189km network in North London, at a value of c£130m (minimum). The framework will run for.
eight years (Apr 21 1o Mar 29).

iii. a 50-50 joint venture between Tarmac and Kier Highways has been awarded a £500m contract (maximum).
responsible for maintenance, repair and renewals in niorthern boroughs (Barking and Dagenham,

Barmet, Brent, Ealing, Enfield, Haringey. Harrow, Havering, I-hllmgdon Hounslow, Newham, Redbridge and
Walton Forest) , the contfact will run for a period of 8 years (Apr 21 to Mar 29).

Financial review

Financial performan’«.c in the year was in line with management expeclations with revenue for thé year to June
2021 of £462.9m. an increase of 17% compared to revenue for the year to June 2020 of £385.3m. This increase
was driven by a full year of the Birmingham [nterim Services Contract (Contract commenced: Apr 2020) and an
increase in project révenues, related to the Regional Delivery Partnership (RDP) framework,

Profit before taxation increased this year from £24.9m (6.4%) to £33.0m (7.1%) with gross -profit margin of
13.5% (2020: 13.5%) and an operating margin of 6.3% (2020: 5.9%) for the year. Underlying pertoxmance was
comparable to the prior year, with the increased Margins in 3020 attributable to a reduction in restructuring
costs of £1.4m (2021:£0.1m, 2020:£1.5m)
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Kier Highways Limited
Stiategic Report for the Year Ended 30 June 2021 (continued)

The: Company's ke financial and otlier performance indicators during the year were as follows, Gross profit
margin, underlying eperating profit miargin and current ratio are all aligned’to the prior year.

Unit 2021 ’ 2020
Gross profit margin % 13.5 13.5
Operating profit margin % 6.4 3.9
Current Ratio * 1.4 i.d

* The current ratio is a liquidity ratio that nieasures a company's ability to pay short-term and long-teri
obllgauans The current ratia compares the-current total assets of the Company fo the Company's current total

Corporate responsibility

Please see the Environmental, Social and Governance report in the Kier Group plc 2021 Annual Report (pages
50 - 68 inclusive). which is ‘available at www.kier.co. uk, for details of the Group’s corporate responsibility
activities. As a member of the Group, the Company has participated in these activities.

Stakeholders

Kier is committed to engaging with our people, our stakeholders and the communities in which we operate, and
creating a healthy dnd sustainable culture. The Directors of the Comipany liave had regard for the matters set oul
in section 172(1) (a) to (f) of the Compames Act when performing their duty under s172. The. Directors consider
that théy have acted in good faith in thié way that would be riost likely to promote the success of the Company
for the benefit of its members as .a whole, while also considering the broad range of stakeholders who interact
with and are impacted by our business. The Company is a member of the Kier Group; erigagement with its or
the Group’s key stakeholders, including employees, shargholders, Government, the supply chain, lenders, the
environment and the cofimunities in which the’ Group or the Company operales continues to be an integral part
of the Board's decision-making.

The 2021 Annual Report of Kier Group plc (page 69) pravides examples of how the Directors of Kier Group plc
had regard to the matters set out in s172(1) (a) to (f) of the .Companies Act 2006 dunng the year when
performing their duty under section 172.

Principal risks and uncertainties

The Board is responsible for the Company's system of risk management and internal controls and for ensuring
that significant risks .are identified and appropriately managed. Kier Group has delegated the review of the
effectiveness of the Company's risk managemernit processes to the Kier Group Risk Management and Audit
Committee ('/RMAC"), including the systems established to identify, asse'ss, manage and nionitor risk. The risks
faced by Kier Group are reviewed by the RMAC on a quarterly basis. The principle risks as relevant to the
Coripany are set out hélow, together with'a summary of the actionis taken to mitigate each risk:

Prinéipal risks

Legistation and regulation

Principal risk: failure to comply with and manage effectively current legislation and regulation and any changes
1o thém,

The sectors in which the Company operates are: stbject to increasing scrutiny from stakeholders, oversight from
regulators and requirements including those introduced by new legislation or regulation.

Poténtial impact:

* Penalties tor failing to adhere to legislation or regulation;

« Increased operating costs of compliance; and

+ The loss of business and resultant reputational damage.
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Kier Highways Limited
Strategic Report for the Year Ended 30 June 2021 (continued)

Mitigating actions:

* Appropriate policies that are regularly reviewed and felévait training to. suppért policy implemientation;

« Regular engagement .with Government and Government agencies with respect to the Company s performance;
* Monitoring of. and planniiig for; the impact of néw l«.glslatlon and regulations; and

+ Collaborative engagement with external stakeholders.

Funding
Principal risk: failure to maintain adequate financial liquidity and/or comply with financial covenants.

Failure to maintain adequate financial liquidity and/or comply with financial covénants resulting in an inability
to execute the Company’s strategy effectively.

Potential impact:

« The loss of confidence by other stakeholders (for example, investors, cli¢nts, sibcontractors and employees);

+ Conducting existirig business becomes increasingly challenging; and

+ The loss of future business. -

Mitigating actions;

+ During the period, the Kier Group completed a capital raise, which together with the sale of Kier Living raiséd
over £351m of gross proceeds for the Group. In support of the capital raise the Group secured an extension of a
significant proportion of its committed funding to 31 January 2025 providing the Group with financial and
operational flexibility to continue to pursue its strategic objectiveq

* Effective cash forecasting and working capital management in combination with continued monitoring and
prudent financial planning to ensure covenant compliance is maintained: and

- Contifiued collaborative engagement with customers; supplicrs, HMRC, pension scheme trustees, banks,
tenders and sureties.

Maintaining an order book
Principal risk: a general market or scctor downturn materially and adverscly affects the Company's ability to
secure work - UK Government spending. certainty and timing, including competitiveness. of current market.

The Company's strategy sets out specific sectors that it wishes to trade within. The pipcline of work could be
adversely aftected by a general or sector downturn or cause a delay to projects going to site.

The Kier Group manages the impact of an economic downturn by building a strong order book. It concentrates
on sectors with long-term frameworks and customers who prefer repeat procurement.

Potential impact:

+ A failure of one or more of the Company’s businesses;
* Increased comipetition for new work; dnd

* A decrease in stakeholder confidence in the Company.

Mitigating actions:
» Tailoring the Company's offer to meet customer needs; and
« Maintaining an efficient cost base.

Cyber, IT security and data protection
Principal risk: The Company is exposed to cyber, IT security or data protection breaches.

Failure to keep up to date with modern attack landscape as well as protecting from current conventional cyber
risks could cause heavy reputational damage or financial fines.

Potential lmpact

» Operational impact - e.g. delivery of projects; key systems outage, failure 1o win work, loss of confidential
and/or other data;

« Financial impact - regulatory fines/prosecutions; and

* Reputational/brand damage.
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Kier Highways Limited
Strategic Report for the Year Ended 30 June 2021 (continued)

Mitigating actions:

+ Vulnerabilities are understood arid mitigdted;

« Certification' to the Government's Cyber Essentials Plus Scheme and [SO 27001;

« Priviléged access to all core systems subject to multi-factor authentication; systems run security agents for
additional monitoring; and

» Advanced use of Microsoft Office 365, cloud and collaboration services.

Supply chuin
The Company relies on its.supply chain to deliver its projects. Maintaining close and effective working
relationships with members of the supplv chain is therefore a priority for the Company.

Potential impact:

« Unavailability of appropriate resources, impacting on project deliver and cost;

» Use'of suppliers from outside the preferred supplier list increases cost and decreases quality; and
» Poor relationships lead to lack of confidence in the Company and adverse publicity.

Mitigating actions:

* Develop long-term relationships with critical subcontractors;

= Continue to reduce subcontractor payment terms; and

» Review the supply chain to ensure alternative delivery mechanisms are available and appropriate contingencies
are in place.

Peoplé
Principal risk: failure tg attract and retain key employees.

The Company’s employees are critical to its current performance. The Company needs to identify, retain and
motivate people with the right skills, experience and behaviours:and to identify tomorrow's leaders.

Potential impact:

« An adverse effect on the delivery of the Company's purposé-and sirategy;

* A lack of operational leadership, potentially leading to poor project performance; and

+ An crosion of the Company's émployér brand.

Mitigating actioris:

* Diversity and Inclusion: roadmap:

* Wellbeing strategy;

» New leadership development offer in place:-and

» Create an effective, inclusive work environmient, through our Pérformance Excellence culture.

Strategy
Principal risk: Failure to deliver the Company’s strategy.

The Company fails to delivér its strategy in terms of medium-term strategic objectives.

Potential impact:

+ An adverse impact.on the Company's net debt and liquidity:

+ Failure to secure positions on national and regional frameworks; and

+ Failure to meet stakeholders' expectations may lead to a decline in confidence in the Company.

Mitigating actions:

+ Delivery of the balance sheet straegy:

+ Delivery of our Performancé Excellerice culture;
+ Continued focus on cash management; and

» Effective cofhmunication with stakeholders.
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Kier Highways Limited
Strategic Report for the Year Ended 30 June 2021 (continued)

Contract management of changes
Principal risk: failure to manage contracts eftectively at each stage of a project's lifecycle. The business suffers a
significant loss as a result of failing to follow the coritract.administration.

The Company has a large number of contracts in progiess at any one time. Changes to contracts may lead to
additional costs being incurred, delays and delayed receipt of cash.

Potential impact:

* A failure 1o manageé project delivery and WIP and, ultimately, to meet the Company's financial targets;
« The Company incurring losses on individual contracts; and

* The Company failing to win néw work.

Mitigating actions:

* To update the Company's standards for contract amendments;

* To cascade the Comriiercial Handbook into the business through webinars; and
«To nmplcmem the new Commercial Standards across the Corpany.

Climate change
Principal risk: Failure to identify and effectively manage climate change risks and opportunities,

The Company's operations are subject to physical and financial climate change risks, while climate resilience
measures offer opportunities o innovate and expand/enhaice capabilities.

Potential impact:

» Failure to meet client and investor expectations or regulatory requirements; and

« Loss of opportunity to contribute to UK climate action policy and direction:

+ Reputational damage;

« Failure to prepare/plan for physical and financial impacis 0f more extreme and frequent weather conditions
alTeeting operations and supply chain.

Mitigating actions:

« Implementing the Kier Group's new sustainability tframework, ‘Building fora Sustainable World', particularly:
- Net Zero Carbon pathway and Science Bascd Targets

- Zero Avoidable Waste strategy )

- Sustainable Procutement strategy

« Sustainability Leadership Forum (‘'SLF'); chaired by Kier's CEO and supported by business stream SLFs that
arc led by a managing director'or commercial director;

+ Developing the climate risk and opportunitics register and net zero management system to align with The Task
Force on Climate-relatéd Financial Disclosures (‘'TCFD') reporting and managing the financial risk of climate
change; and

+ Embracing modein methods of construction and product i mnovauon to deliver low-carbon solutions for climate
resilience.

Health and safety

Principal risk: failure to maintain a safe working environment and prevent a major incident.

The ‘Company's operations are inherently complex and potentially hazardous and require the continuous
management of safety; health dnd sustainability issues.

Potential i'mpacl

« An increase in safety or environmental incidents on site;

« The failure to meet clients' expectations, adversel) aftectmg the ability to bid. for and win new wark: and

« Financial penalties arising from lines, legal action and project delays.
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Kier Highways Limited
Strategic Report for thé Yedr Ended 30 June 2021 (continued)

Mitigating actions:

< Minimise the operational impact of relaxing restrictions in the workplace and community;

« Continued focus on the five basics of SHE risk management; and

« Implémenting the Kier Group's nesv sustainability framéwork, "Building for a Sustainable World'; and
« Setting.a-tone from the top, through activities such as senior management visible leadership tours.

Other risks

Brexit

The new UK-EU Trade and Cooperation Agreement (' TCA') removed the uncertainty of a no-deal Bresit. While
this has reduced the Brexit risk, uncertainty remains around the full effect of Brexit, and the ongoing impact this
will hdave on our trading relationships.

The Group continues to work with its supply chain to maintain plans to ensure continuity of potentially critical
supplies and continues to -monitor and refresh its contingency plans for potential risk areas such as the
workforee. We continue to work with, and update customers, by providing up to date analysis on availability
and miligation strategies of any resources that-are becoming under pressure.

COVID-19
The focus: of the Kier Group's management, and our colleagues, throughout the unprecedented COVID-19
pandemic was ensuring that, wherever it was safe to do so, the Group's acfivities remained safe and operational..

The pandemic highlighted the need to be agile and flexible in the way we ‘gperate and has brought about a
fundamental shift in the way we wark. As a'result of the lessons learat during this time, we have introduced the
Kier way of working. In spite of the significant challenge of the pandemic, the Group has delivered well and has
made significant progress on thé 2019 operational and financial turnaround strategy.

Whilst the COVID-19 pandemic has a continued negalive effect on the Group's results and operations, the
impact has been effectively managed across our operations through contractual arrangements and extensive
stakeholder engagement and communication.

The impact of the pandemic continues to be closely monitored by the Kier Group's Board and the Executive
Committee with particular focus on maintenance 6f a safe working eiivirgnment, supply chain, materials
continuity and availability oE critical workforce. We continue to be at the foreffont of the sector approach to Site
Operatirig Procédures and safé workiiig. practices.

We will respond to any angoing Government réstrictions and réquirements and afy furthier re-occurrerice of the
pandemic to ensure continued compliance. We are maintaining a watching brief of the extent and duration of
lockdowns in Europe and will react accordingly.

Emerging risks

The Company has identified the following as principal, emerging risks:

* Global recession;

+ On-going COVID-19 bottlenecks and recovery impact;

« Continued development of the climate change risk agenda:

» Modem construction methods (‘MCM') - embracing fast-paced changes in construction methods, linked to
digital pace of change; and

» Short-term concerns regarding the-volatility of key-commodity prices.
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Kier Highways Limited
Strategic Report for the Year Ended 30 June 2021 (continued)

Contract delivery

The Company has numerous live contracts at any point in time and the risks to which the Company is exposed
are dependent on the nature of the work, the location.. the duration and the legal form of the contract, amongst
other matters. If these risks are not mandged effectively, the Company may suffer contract losses, delays and
potential reputational damage.

The Kicr Group has an increasing focus on longer-term service contracts. Potential risks arc mitigated,
controlled and managed through the Kier Group's operating structuré and procedures. These include regular
contract reviews of financial performance against budget as well as comparing against tender by using a suite of
key performance indicators and benchmarking against competitors. Contract risk registers are also reviewed on
a monthly basis and any performance issues are the subject of Corrective Action Plans.

Ténder Pricing

Clients are under increasing pressure to achieve significant efficiency gains while improving the quality of
services. This could in turn make tendering processes more price orientated, such that price may become the key
determinant of whether a bid is successful. Differentiation on quality rather than price is more difficult where
téndering processes aré price driven. Consequently, reduced margin expectations may be necessary in order to
secure new contracts which will put pressure on future margins.

To mitigate this risk, the Company continually strives to improve its scrvice proposition to distinguish itself
from a qualitative perspective whilst ensuring that it offers innovative market leading value for money solutions
to its clients. In support of this, there is a business improvements database whereby employées can Submit
suggestions and a knowledge bank used for best practice sharing. The Company also operates a scheme whereby
employees are rewarded for proposing ideas and solutions which benefit the business. Furthermore, it leverages
s establislied client relationships to influence the approach adopted by clients on further tenders.

The Company has a dircctor who is responsible for co-ordinating heaith & safety activities including an
incentive programme available to employees for health & safety observations on the network. The SHE audit
programme identifies common arcas of non-compliance across the Kier Group, helping to. drive improvements.
Compliance is monitored in a number of ways including audit. leadership tours and inspections,

The Kier Group's behavioural change programme is designed to change behaviours at the supervisor and
workforce level while the Visible Leadership Programme is encouraging engagement by management with
employees working on the network.

Reputation

The Company's ability to tender for new business and its relationiship with customers, supply chain partners,
employees and other stakeholders is founded on the good reputation that il has established and how it is
perceived by others. The Company's growth targets may not be achieved it its reputation is adversély affected.

With the increasing profile of the Company as part of the wider Kier Group, the ability to monitor and measure
the Kier Group's reputation through client and customer feedback is key. The steps taken by the Kier Group to
maintain, protect and enhance its reputation include Group-wide customer saiisfaction monitoring, maintaining
relations with Governiment, effective leadership. community engagement and striving to operate a safe and
sustainable business. )

In addition, the managemenit of the Company's principal risks, as described in this section of the Annual Report,
assists to maintain and protect its repuitation.
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Kier Highways Limited

Strategic Report for the Year Ended 30 June 2021 (continued)

Approved by the Board on ......... 13 December2021 i siaied o its behalf by:

James:Simith
Director



Kier Highways Limited

Directors' Report for the Year Ended 30 June 2021

The directors of Kier Highways. Limited (the "Company”) present their report and the audited financial
statements for the year ended 30 June 2021.

Directors of the Company

The directors who held office during the year and up to the date of signing these financial statements were as
follows:

Giuseppe Incutti

Andrew Bradshaw (resigned 1 December 2021)

Jame's Smith (appointed 29 June 2021)

Matthew Price (appointed | December 2021),

Dividends
No dividend was paid in the year (2020: £8.0m) and. the directors do not recommend and payment of a final
dividend in respect of the year (2020: £nil).

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

The Board has identified that the Company is not currently significantly exposed to:

- Interest rate risk, as Kier Highwdys Limited has reldtively low bofrowing facilitics and external tunding and is
part of the Kier Group cash pooling arrangement.

The Company is exposed to credit risk. but (his is very limited due to the overwhelming majority of clients
being public sector bodies with excellent pavment performance. The credit risk rélating to other receivables and
prepaymenis and accrued income has been considered by the Board and there is not considered to be any
significant credit risk over and above any amounts already provided for.

The Company does.not hold any equity securities that are available for sale and does not have any exposure to
commodity price risk.

Cash flow is forecast regularly to provide up to date and accurate information on the Company’s current cash
position and its future requirement. The Kier Group has strong, long-term relationships with the providers of its
borrowing and has an in-house teani which nienitors headroom and advises on borrowing terms and conditions.

Employee involvement

For information on the Group’s activities with regards to employee involvement, which include the employees
of the Company, please see the Social section on pages 62 to 68 of the Environmental. Social and Governance
Report in the 2021 Annual Report of Kier Group plc (available at www.kier.co.uk),

Employment of disabled persons

Kiér beli¢ves that everyone deserves to have their voice heard and that the different expericnices people bring
make Kier a better business. During the year, the Group set,up the Ability Network, which focusses on disability
and neurodiversity. [n addition to the Ability Nétwork, Kier continue$ to support cmployecs with disabilities.
For example, an inclusive recruitment guide was created to suppert hiring managers. Kier also partnered with an
external recruitment organisation 1o increase the number of applicants who have a disability.

Future developments

The Directors of Kier Highways. Limited do not envisage any significant changes in the foreséeable future from
the Company's overall strategy, nor of the Company's; role within the Group,
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Kier Highways Limited
Directors' Report for the Year Ended 30 June 2021 (continued)

Going concern

Given the current economic, circumstances and the guidance by the Financial Reporting' Council, additienal
disclosures are présentéd in noté 2 to the financial statements. These disclosures detail the basis on which the
Directors have continued to adopt the going concern basis in pr_eparing these financial statements.

Directors' liability insurance

The articles of association of the: Company entitle the directors of the Company, to the extent permitted by the
Companies Act 2006 and other applicable legislation, to be indermnified out of the assets of the Conipany in the
event that they suffer any expenses in connection with certain procecdings relating to the execution of their
duties as directors of the Company:

In addition, Kier maintains insurance for the directors and officers of companies within the Kier Group to cover
certain losses or liabilities to which they may be exposed due to their office.

Reappointment of independent auditors

Under section 487(2) of the Companies Act 2006, PricewaterhouseCoopers LLP will be deemed to have been
réappointed as auditors 28 days after these financial statements were sent to members or 28 days after the latest
date prescribed for filing the financial statements with the registrar, whichever is earlier.

Disclosure of information to the auditors

Each director has taken steps that they ought to have taken as a director in order to make themselves aware of
any relevant audit information and to establish that the Company's auditors are aware- of thal information. The
directors confirm that there is no relevant information that they know of and of which they know the auditars are
unaware.

Corporate governance

The Group’s parent company, Kier Group plc, as a premium listed company, is subject to the UK Corporate
Governance Code (2018) (the “Code’). Pages 72 - 117 (inclusive) of the 2021 Annual Report of Kier Group plc
(available at www.kier.co.uk) explains how Kier Group plc applied the principles of. and complied with the
provisions of, the Code during the year.

Kier's Operating Framework (the ‘OF*) sets out the governance structure within which the Group operates. The
OF summarises the core business processes whichi apply throughout the Group and contains the Group’s
delegated authorities. In addition, it sets out the Group’s purpose and its values - trusted, collaborative and
focused. The Company, as a member of the Group, has adopted the OF as its corporate governance code.

The Compaiy, as a member of the Group, has not adopted the Code or any other corporate governance codés as
the Board does not regard these as being relevant to a subsidiary company. The OF contains Lhe goverriance
arrangements of the Company and copies of relevant Group governance documents can be found at:
https://wwiv. Kier.co.uk/investors/corporate-govemance/group-policies/.

Engagement with suppliers, customers and others

Information on the Group's engagement with suppliers, customers and others during the financial year can be
found. on pages 64 and 68 and on pagés 83 to 85 of the 2021 .Annual Report of Kier Group plc (available at
wwawv.kier.co.uk).
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Kier Highways Limited

Directors' Report for the Year Ended 30 June 2021 (continued)

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

Compdny law requires the diréctors to prepare financial staterents for éach financial year: Under that law the
directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Pfactice (Unitéd Kingdom Accounting Standaids, coniptising FRS 101 "Reduced Disclosure
Framework", and applicable faw).

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 staie of affairs of the Company ‘and of thie profit or loss of the Company for that
period. In preparing the financial 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 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 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 also responsible for keeping adequate accounting records that are sufficient to show and

explain the Company's iransactions and disclose with reasonable accuracy at any time the financial position of

the Company and enablc them to ensure that the financial statements comply with the Companies Act 2006.

Directors' confirmations

In the case of each director in office at the date the dircctors' report is approved:

* so far as the the director is aware, thete is no relevant audit information, of which the Compariy's auditors are
unaware; and

. . . / '
+ they have taken all the steps that they have ought to have taken as a director in order to make themselves aware
of any relevant audit information and to éstablish that the Company’s auditors are aware of that information.

Approved by the Board o ........... 13 December 2021 and signed on its behalf by:

!
ol
i/

James Smith
Director
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Kier Highways Limited
Independent Auditors’ Report to the Members of Kier Highways Limited

Report on the audit of the financial statements

Opinion

In our opinion, Kier Highways Limited's financial statements:

+ give a true and fair view of the state of the company's affairs as at 30 June 2021 and of its profit for the year
then ended;

« have been properly prepared in a¢cordance with Unitéd Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards. comprising FRS 101 "Reduced Disclosure Framework”, 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 Financial Statements (the
"Annual Report"), which comprise: Statement of Financial Position as at 30 June 2021; the Income Statement,
the Statement of Comprehensive [ncome, and the Statement of Changes in Equity for the year then ended; and
the Notes to the Financial Statements, which include a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) ("[SAs (UK)") and
applicable taw, Qur responsibilities under ISAs (UK) are further described in the Auditors' responsibilities for
the audit of the financial stateinents section of our report. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirefients 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 not identified any niaterial uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the company's ability to continue as a
going concern for a period of at least twelve months from when the financial statements are authorised for issuc.

In auditing the financial statements, we have concluded that the direciors’ use of the- going concern basis of
accounting .in- the preparation of the financial statements is appropriate.

However, beecause not all future events or conditions can be predicted, this conclusion is not a guaraniee as to
the Company's ability to continue as-a going concern.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

Reporting on other information

The other informatign comprises all of the information in the Annual Report other than'the financial staternents
and our auditors' report thercon, The directors are responsible for the other information. Our opinien on the
finaricial statements does not cover the othei informiation and. accordingly, we do not express an audit opinion
or. excepl to the extent otherwise explicitly stated in this report, any form of assurance thergon.
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Kier Highways Limited
Indepéendent Auditors' Report to the Members of Kier Highways Limited (continued)

In connéction with our dudit of the financial statements; our responsibility is to read the other information and,
‘in doing: so, consider whether the other information. is materially inconsistent with the financial statements or
our 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 misstatément of the financial statements or a material misstatement of the othér information.
I, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report bised on these résponsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whcther the.disclosures required
by the UK Companies Act 2006 have béen included.

Based on our work undertaken in the ¢ouise of the audit, the Corpanies Act 2006 requires us also to report
certain opinions and matters as described below.

Strategic Repot/ and Directors’ Report

In our opinion, based on the work undertaken in thé course of the audit, the information given in the Strategi¢
Report and Directors' Report for the year ended 30 June 2021 is consistent with the linancial statements and has
been prepared in accordance with appllcable legal requirements.

In light of the knowledge and understanding of the companv anid its environmient obtained in the course of the
audit, we did not identify any.material misstatcments in the Strategic Report and Directors' Report.

Responsibilities for the financial statéments and the audit
Responsibilities of the directors for the financial stateients

As explained more fully in the Statement ol direétors! responsibilitics, the directors are responsible for the
preparation of the financial statements in aceordance with the applicable framework and for being satisfied that
they give a true and fair view. The directors are also responsible for such internal control as they determine is
nocessary 1o enable the preparation of fingneial statements that are free from material misstatement, swhether due
to fraud or error.

In preparing the financial statements, the directors are résponsible for assessing the company's ability to
continue as a going concern. disclosing, as applicable; matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations, or
have no realistic alternative but to do so.

Auditors’ responsibilities for the andit of the financial statements

Our objectives are (o obtain reasonable assurance about whether the finaicial statements as a whole are free
from material misstatement, whether due te fraud or error. and to isSiic an auditors' report that includes our
opinion. Reasondblé assurance is a high level of assurance, but is not a guaranteé that an audit conducted in
accordance with [SAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if. individually or in the dggrégate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.
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Kier Highways Limited
Independent Auditors' Report to the Members of Kier Highways Limited (continued)

Irregularities, including fraud, are instances of non compliance with laws and régulations. We design procedures
in fine with our responsibilities, outlined above, lo detect material misstatements in respect of irregularities,
including fraud: The exterit to ‘which our procedures are capable of detecting irfegularities, inéluding fraud is
detailed 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 UK pensions legislation, employment and. tax legislation, data
protection rules and the Health and Safety Executive legislation, and we corisidéred the extent ta which .non
compliance might hdve @ material effect on the financial statements. We also considered those laws and
regulations that have a diréct impact on the financial statements such as the Companies Act 2006. We evaluated
managemeént's incentives and opportunities for fraudulent manipulation of the financial statements (including the
risk of override of controls), and determined that the principal risks were related to the posting of inappropriate
journal entries and management bias in accounting estimates and judgemental areas, in particular in long-term
contracting accounting estimates. Audit procedures performed by the engagement team included:

+ Discussions with management, Internal Audit and internal legal counsel, including consideration of known or
suspected instances ofno|1-c0napliance with laws-and regulation and fraud;

« Assessmeni of matiers reported on the Group's whistleblowing helpline and the results of management's
investigation of such matters;

« Reading key correspondence with external legal advisers;

+ Reviewing relevant meeting minutes, including those of thé Board of Directors;

* Review of external press releases;

+ Challenging assumptions and judgenments made by management in the estimates involved in accounting for
long-term contracts; and

+ Identifying and testing journal entrics meeting certain risk criteria, in particular any journal entries posted with
backdated items, unusual account combinations, unusual words and unusual usets.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of
instancés of non compliance with laws and regulations that are not closely related to events and transactions
reflected in the financial statements. Also, the risk of nol detecting a miaterial misstatement due to fraud is
higher than the risk of not detecting one resulting' from error , as fraud may involve deliberate concealment by,
for example, forgery or intentional misrépresentations, or through collusion.

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

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and fot no other purpose. We do not, in giving
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this repoit
is shown or into whose hands it may come save where expressly agreed by our prior consént in writing.
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Kiet Highways Limited
Independent Auditors' Report to the Members of Kier Highways Limited (continued)

Other required reporting

Compaiiiés At 2006 ekéeption repofting _ _

Uridét the Conipanies Act 2006 we are required to téport to-you if; in our opiniion:

« e have not.obtained all the information and explanatioiis we tequire for our audit; or

*  adequate dccouriting fecords have not been kept by the conipariy; of retiiinis ddequate for-our aiidit have not.
been received from'branches nat visited by us: or

» certain disclosures of directors' remuneration specified by law are not made; or

+ the financial statements are not in agreement with the.agcounting records.and returns,

We have nio exceptions to report arising from this responsibility.

Diane Walmsley (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
‘Chartéred Aceountarits.and Statutory Auditors
London :
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Kier Highways Limited

Inéome Statement for the Year Ended 30 June 2021

: 2021 2020

Note £000 £000

Revenue 4 462,928 385,342
Costofsales ' (400,258) (333,193)
Gross profit ‘ 62.670; 52,149
Administrative expenses (25,663) (24,075)
Obperating expenses (8.022) (3307)
Operating profit 5 28,985 22,767
Finance incoime . 6 4,399 2425
Finance costs 7 (369) {359)
Net filance income 4,030 2,066
Profit before taxation 33,015 24833
Income tax expense I (10.381) (1.291)
Profit fm; the financial year ) 22,634 23.542

The above results were derived from continuing operations.

Thié notes:on pages 21 t6 48 Forni ah integral ‘gart of thése financial statefriénts,
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Kier Highways Limited:

Stitement of Comprehiensive Income for the Year Ended 30 Juné 2021

Note
Profit for'the financial year

Items that will not be reclassified subsequently to profit or
loss - '

Actuarial. loss on defined bénefit pension. scheme 13
Income:tax on actuarial loss 1

Total compréhiensive incoime for the vear

The-notes on pages 21 to 48 form an integral part of these financial statements.
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(Registration number: 05606089)

Kier Highways Limited

Statement of Financial Position as-at 30 June 2021

Non-currentassets

Property, plant and equipment
Right of use-assets
Retiremeént benéfit asséts

Current.assets

Invéntaries

Trade and other reccivables
Contract assets

Cash and cash.cquivalcnis

Total assets.

Current liabilities

Current portion of long term lease liabilities:

Trade and other payables
Loans and borrowings,
Contract liabilities

Non-current liabilities
Long, term lease liabilities
Deferred tax liabilities

Total liabilitics
. Net.assets

Equity

‘Called upshare capital
Sharg premiun reserve
Profit and loss account

Total equity

The fihancial statements. on‘pages 17 to 48 were -approved by the:Board on,

by: .
)
4
James Smith
Director

The'ngtes on-pages 21, to 48 form anintegral part of these- financial statements,

Not¢

19
17
18

i

22

Page’l9

2021 2020
£000 £000
675 1,001
10,043 9478
8.6i4. 9,693
19,364 20,172
3.950. 3,415
12,800 12,398
53:497 35319
174.406 108,279
244,653 159,411
264,017 179,583,
(3;835) (3.972)
(153,073) (100.697)
- (130
(16;155) (3.48%)
(173.063) (110,285)
(6,309) (5,582)
(862) (982}
@iy (6,3564)
(180,234) (116.849)
83783 62,734
20. 20
480 480
83,283 62,234
83,783 62,734
83,783 62,734




Kier Highways Limited

Statement of Changes in Equity for the Year Ended 30 June 2021

Called up share: . Share Profit and loss
capital premium account  Total equity
£ 000 £000 £000 £000
At 1.July 2020 20 480 62,234 62,734
Profit for the year - - 22,634 22,634
Other Comprehensive éxpérse - - (2.155) (2.153).
Total comprehensive income for the )
year - - 20,479 20,479
Share baséd payment transactions - - 570 570
At 30 June 2021 v 20 480 83.283 _  83.783
Called up share Profit and l9ss
capital  Share premium Account. Tota) equity
. £ 000 £000 £000 £000
At 1 July 2019 20. 480 54,162 54,662
Profit for the financial year - B 23,542 23.542
Other comprehensive expense - - (7.893) (7.895)
Total comprehensive income for
the year - - 15,647 15,647
Dividénds - - (8.000) (8.000)
Share based payment
transactions . - - 425 4235
At 30 June 2020 v 20 480 62.234 62,734

The noles on pages 21 to 48 form an iritegral part of these finanial statements:
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Kier Highways Limited

Notes. to the Financial Statements for the Year Ended 30 June 2021

1 General information
The Company is a-privatec company limited by share capital incorporated and domiciled in the United Kingdom.

The address of its registered office is:
2nd.Floar ’

Optimuni ‘House

Clippers Quay

Salford

M350 3XP

2 Accounting policies

Summary of significant accounting policies and key accounting estimates
The principal accounting policies-applied in the preparation of these financial statements ar¢ set out below.
These policies have been consistently applied to all the yeats presented; unless otherwise stated.

Basis of preparation
These financial statements were prepared in accordance with Financial Reporting Standard 101 (“FRS, 101")
Reduced Disclosure Framéwork and with the Conipanies Act 2006.

The finantial statemeits have been prépared on the hisidrical cost basis.

The Company claims exemption from the prepardtion of consolidated financial siatements in accordance with
Section 400 of the Companies Act 2006, as the results-are included swithi the financial statements. of its ultimate
parent company, Kier Group plc, a UK incorporated company, which hive been filed at Companies House and
comprise the largest and sniallest group (0 consolidate the Company's financial stitements. These. fi nancial
'statements present information about the Company as an individua! undertaking and .not about its.group:

The presentation currenicy used is GB Pound Stérling and figures are quoted to the nearest £1,000.

The- activities .of the Gompdny ar¢ largely undertaken through long-ferm framewark .contract$ undeér which
turnover and profit are recognised in line-with cach separate contract. Where losses are foresegable i respect of
future trading.committed under those contracts, provision:is-made.

Incremental Costs are expensed as incurred until they arg expected 10 be recovered from the customer, from.

which time further incremental costs are recognised as an’ asset and charged to the iicome statement over the
period of the contract,
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- Kier Highway‘s Limited

Notes to the Financial Statements for the Year Ended 30 June 2021 (continued)

2 Accounting policies (continued)

Summary of disclosure exemptions

In these financial stafements, the company has faken advantage of tlie disclosure exemptions available under
FRS 101 in relation to share-based payment, business combinations, non-current assets 'hel'd for sale, financial
instruments, fair value measurements, capital management, révenue from contracts with customers, présentation
of comparative period reconciliations for share capital, tangible fixed assets, intangible assets and investment
property, presentation of a cash-flow statement, the effecis of new standards not yet effective, impairment of
assets and disclosures in respect of the compensation of key management personnel and of transactions with a
manageément entity that provides key management personnel services to the company.

Tax

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

The currént incoime 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. '

Timing difference are differences between the Company's taxable profit and its results as stated in the financial
statements that arise from the inclusion of gains and losses in tax assessments in years difterent from those in
which they are recognised in the financial statemeénts.

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

Deferred tax is not recognised when fixed assets are re-valued unless by the balance sheet date there is a binding
agreenient to sell the re-valued assets and the gain or loss expected to arisc on the sale has been recogniséd in
the financial statements. Neither is deferred tax recognised when fixed assets are sold and it is more likely than
not that the taxable gain will be rolled over, being charged to tax only if and when the replacemerit assets are
sold.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in which the timing
difference are expected to reverse based.on tax rates and laws that have been cnacted or substanitivély enacted by
the balance sheet date. Deferred tax assets and liabilities have not been discounted.

Cash and cash equivalents

Cash and. cash cquivalents comprise cash on hand and call deposits, and other short-termi highly liquid
investments that are readily convertible 10 a known amount of cash and are subject to an insighificant risk of
changes in value.

Trade payables

Trade pavables are obligations to pay for goods or services that Have béen acquired in the ordinary course of
business from suppliers. Accounts payable are classificd as current liabilities if payment is due within onc year
or less (or in the normal operating cycle of the business. if longer). IF not; they are presented as non-current
liabilities.

Trade payables are recognised ‘initially at the transaction price and subsequently measured at amortised cost
using the effective interest méthod.
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Kiéir Highways Limited

Notes to the Financial Statements for the Year Ended 30 June 2021 (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 arortised cost, with the différence between the proceeds, net of transaction costs.
and the amount due on redemptien being recognised as a charge to the income statement over the period of the
relevant borrowing.

Interest expenses 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.

Revenue and profit recognition
Revenue comprises the fair value of the consideration received or receivable, net of value added tax, rebates and
discounts. It also includes the Company's proportion of work carried out under jointly controlied dperations.

Where revenue that has been recognised is subsequently determined not to be recoverable due to a-dispute with
the customer, these amounts are accournited for as a reduction in revenue. Where non-recovery is as a result of
inability of a customer to meet its obligations, these amounts are charged to administrative expenses as a credit
loss.

The general principles for revenue and profit recognition across the Company are as follows:

« Provision is made for any unavoidable future net losses arising from contract obligations, as soon as they
become -apparent;

« Additional consideration for contract modifications (variations) is only included in revenue (or the forecast
contract out-turn) if the scope of the modification has been approved by the customer. IT the scope of the
modification has been approved but the parties have not yet determined the corresponding change in the contract
price, an-estimate of the ¢hange to the transaction price is made and included in calculating revenue to the extent
that any increase in price is highly probable not to reverse;

* Variable consideration amounts (gain-share amounts, KPI bonuses, milestone bonuses, compensation event
claims, ete.) are included in revenue (or forecasts to completion) only to the extent that it is highly probable that
a significant reversal of the ambunt in cumulative revenue recognised will not occur;

+ Refund liabilities (liquidated damages, pain-share amounts, KPI penalties, etc.) ar¢ accounted for as a
reduction in reventie (or in forecasting contract out-turns) s soon as it is expected that the Company will be
required to refund some or all of the consideration it has received from the customer;

+ Claims against third-parties (such as insurance recoveries and claims for cost reimbursements) outside of
normal suppliér price adjustments dre recdgnised only when the realisation of income is virtually certain. The
associated income is accounted for as reduction in costs rather than revenue; and

+ Contract mobilisation is not considered to be a separate performance obligation in most situations. as the
customer receives little or no benefit from mobilisation activities, Any consideration received from the customer
in relation to ihe mobilisation phase of a contract is deférred and recogmsed as additional revenue rélating to the
performance obligations in the contract that benefit the customet.

If the timing of payments agreed with the customer provides the Company or the customer with a significant
benefit of financing the transfer of goods or sérvices, the amount of consideration is adjusted for the effects of
the time value of money. The Company does not make an adjustment for the time value of money in the
following circumstances:

» Wher the Company expects; at ¢ontract iricepfion, that the period between the entity transferring a good or
service and the customer paying for it will be one year or less; or
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Kier Highways Limited

Notes to the Financial Statements for the Year Ended 30 June 2021 (continued)

2 Accounting policies (continued)

« Where the timing of the payments is for commercial rather than financing reasons, e.g. construction centract
retentions. ) .

" Revenue and profit from services rendered is recognised over tinie as the service is performed.

Progress on capital works and infrastructure renewal projects is nieasured using costs incurred -as a perceritage
of the estimated full costs of completing the pertormance obligation.

Where the contract includes bundled services, the transaction price is allocated to each performance obligation
identified in the contract based on the relative stand-alone selling prices of each of the performance oblleauons
Revenue is then recognised independently when each of the performance obligations is satisfied.

Any variable consideration (e.g. performance bonus) attributable to a single performance obligation is allocated
entirely to that performance obligation. Where variable consideration is attribuiable to the ertire contract and is
not specific to part of the contract. the consideration is allocated based on the stand-alonc sclling prices of each
of the performance obligations within the contract.

Service contracts are reviewed mionthly to asscss their future operational performance and profitability.

Share capital

Ordinary shares are classified as equity. Equity instruments. arc 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.

Inventories
Inventorics are stated at the lower of cost and net realisable value. Cost is determined using the first-in, first-out
(FIFO) method.

If inventory is recognised to be impaired, obsolete or slow moving, the carrying amount is reduced to its selling
price less costs to complete and sell; the impairment loss is recognised immediately in profit or loss.

Leases
Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities include
the net present value of the following lease payments:

* Fixed payrents (including in-substance fixed paynients), less any lease incentives receivable:

* Variable lease payments that are based on an index or a rate, initially measured using the index or ratc as at the
commencement date;

« Amounts expected to be payable by the Company under residual value guarantecs;

» The exercis¢ price of @ purchase option if the Company is reasonably certain to exercise that option; and

+ Payments of penalties for terminating the lease, if the lease term reflects the Company exercising that option.

Lease payments to be made under reasonably certain extension options are also included in the measurement of
the liability.

The lease payments are discounted using the interest rate ifiplicit in the lease. IF that rate cannot be readily
determined, which is generally the case for leases in the Company, the lessee's incremental borrowing rate.is
used, beirig the rate that the individual lessec would have to pay to borrow the funds ngceéssary to obtain an asset.
of similar value to the right-of-use asset in a similar economic envirenment with similar terms, security and
conditions.

Most Kier Group companies do not have any recent independent third-party financing to usc as a starting point
for the incremental borrowing rate. Thérefore. the Company uses a build-up approach that starts with a risk-lree
interest rate adjusted for credil risk, lease term, country, currency and securily,
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Kier Highways Limited

Notes to the Financial Statements for the Year Ended 30 June 2021 (continued)

2 Accounting policies (continued)

The Company is exposed to potential futuré- increases in varidble lease payments based -on an index or rate,
which are not included in the lease lability until they take effect. When adjustments to lease payments based on
an index or rate take effect, the lease liability is rcassessed and adjusted against the right-of-use asset.

Lease payments are allocated between principal and finance cost. The finance cost is charged to prdﬁt or loss
over the lease period.so as to produce a constant. periodic rate of interest on the remaining balance of the liability
for cach period.

Right-of-use assets are measured at cost comprising the following;:

+ The amount of the initial measurement of lease liability;

» Any lease payments made at or before the commencement date less any lease incentives received;
* Any initial direct costs; and

« Any restoration costs.

Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease term on a
straight-line basis. Lf the Company is reasonably certaiii to exercise a purchase option, the right-of-use asset is
depreciated over the underlying asset's useful life.

The Company has elected to use the following recognition exemptions, as permitted by the standard:

+ Leases of low-value items - The Company has defined low value items as assets that have a value when new of
less than ¢£5,000. Low value items comiprise [T equipment and small items of plant.
» Short-term leases - Leases with a lease term of less than 12 months at inception.

For leases in the above categories, a lease liability or right-of-use asset is not recognised. [nstead, the Company
recognises the related lease payments as an expensc on a straight-line basis over the lease term.

Contracts may contain both lease and non-lease components. The Company allocates the consideration in the
corfitract to the leasé and non-lease components based on their relaiive stand-alone prices.

Leased propertics that meet the definition of investment properties are presented within 'investment properties'
rather than 'right-of-use assets' on the balance sheet.

Defined contribution pension obligation

For defined contribution schemes the :amount charged o the profit and loss account in respect of pension costs
and other post-retirement benefits is the contribution payable in the period. Diffefence between contribtitions:
payable in the period and contributions actually paid are shown as either accruals or prepayments in the balance
sheet.

Depreciation

Depreciation is charged so as to write off the cost of assets. other than land arid properties undet construction.
over their estimated useful lives, as follows:

Asset class Depreciation method and rate
Furniture, fittings.and equipment 3 to 8 years

Motor vehicles and plant 3 to 5 years.

Land and buildings Over'the term of the lease
Pre-contract costs Over the length of the contract

Property, plant and equipment
Property, plant and equipment is sfated in the statement of financial. position at cost. less any subsequent
accumulated depreciation and subsequent accumulated impairment losses.

The cost of property, plant and equipment includes directly attributable incremental costs incurred in their
acquisition and installation. :
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Kier Highways Limited

Notes to the Financial Statéments for the Year Ended 30 June 2021 (continued)

2 Accounting policiés (continued)

Defined beqeﬁt pension obligation

The asset recognised eon the balance sheet for the Company's defined benefit schieme is the present value of the
defined benefit obligation at the balance sheet date as adjusted for unrccognised past service costs, less-the fair
value of the scheme assets. The defined benefit obligation is calculation by independént actuariés using the
projected unit credit method and by discounting the estimated future cash flows, using interest rates on high
quality corporate bonds that have térms to maturity approximating the terms of the related pension lidbility. Any
asset resulting from this calculation is limited to unrecognised past service cost plus the present value of
available refunds and reductions in future contributions to thé schéme.

The pension expense for the defined benefit scheme is recoghised as follows:

Within operating profit i ‘
Current service cost - representing the increase in the present value of the defined benefit obligation resulting
from employee service in the current period:

Gains and losses arising on the settiements and curtailments - wherc the item that gave rise to the settlement or
curtailment is recognised within: the operating profit.

Within finance income/expense on pension scheme
Intefest cost on thie fiabilitics of the scheme - caleulated by reference to the scheme liabilities and discount rate
at the beginning ol the vear and allowing for changes during the petiod; and

Expected return on the assets of the scheme - calculated by reference (o the scheme asscts and long-term
expected rate of return at the beginning of the vear and allowing for changes during the financial year.

Within the statement of other comprehensive income
Actuarial gains and. losses arising on the assets and liabilities of the scheme.

Going concern )
The performance, financial position and key risks impacting the Company are set out in the Strategic Report.

The Directors arc of the opinion that the Company will continue to meet its performance obligations under its
client contracts. The Company is in a positive net assets position as at 30 June-2021,

The Compariy has maintained detailed 12 month rolling forecast profit and loss accounts, balance sheets and
cash flows throughout the financial period and continues to do so. These forecasts take into account reasonably
possible changes and uncertainties. The 12 maonth rolling forecasts form part of'a Three-year financial plan (to
2024) which is reviewed on a quaiterly basis. The Three-vear plan sits at the heart of a comprehensivé
Three-year Business Plan which has been reviewed and approved by the shareholders and has been cascaded
throughout the Management of the Company:

In carrying out their dutics in respect of going: coneern. the Directors have carried out a comprehensive review
of the Company financial position and gash flow forecast for a period of 12 months trom the date of signing
thés¢ financial statements. This review has taken account of client spend fofecasts as. well as any risk and
uncertainty brought about by the-current economic environment, including Covid-19.

Having taken all of the above factors into consideration, the Directors have concluded that the Company should
continue to adopt the going concern basis for preparing the annual report and financial statements,
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Kier Hig_hways Limited

Notes to the Financial Statemernts for the Year Ended 30 Jurie 2021 (continued)

2 Accounting policies (continued)

Trade receivables

Trade receivables are amounts due from customers for services perfermed in the ordinary course of business. IF
collection is expécted in one year or less (or in the normal operatirig cycle of the business if longer), they are
classified as current assets. [f not, they are presented as rion-current assels..

A trade receivable is recognised when the Company has the right to considération that is unceriditional ( subject
only to the passage of time before payment is due) . Trade receivables do not carry interest and are stated at the
their initial cost reduced by appropriate allowances for expected credit costs.

Contract assets and liabilities

When the Company transfers goods or services to a customer before the customer pays consideration or before
payment is due, the amount of revenue associated with the transfer of goods or services is accrued and presented
as a contract asset in the balance sheet (excluding any amounts presented as a receivable). A contract asset
represents the Company's right to consideration in exchange for goods or services that the Company has
transferred to a cuistomer.

If a customer pays consideration, or the Company has a right to an amount of consideration that is unconditional
(i.e. a receivable), before the Company transfers a good or service to the customer, the amount is presented as a
contract liability on the balance sheet. A contract liability represents the Company's obligation to transfer goods
or services to a customer (or which the entity has received consideration (or an-amount of consideration is due)
from the customer.

3 Critical accounting judgements and key sources of estimation uncertainty

To be able to prepare financial statements according to generally accepied accounting principles, management
must make estimates and assumptions that affect the asset and liability items and the revenue and expense
amounts recorded in the financial statéitients. These estimates aré based on historical experience and various
other assumptions that management and the Board of directors believe are réasohiable under the circumstances.
The results of this forms the basis for making judgements about carrying value of assets and liabilities that are-
not readily available from other soutces.

Areas involving key sources of estimation that may impact on the Company’s eariings and financial positioi as
follows:

Defined benefit obligation:

The Company has an obligation to pay benefits to certain eniployees. The cost of thése benefits and the present
value of the obligation depends on a number of factors, including: life expectancy, salary increasecs, asset
valuations and thé discount rate on corporate bonds. Management estimates these factors in determining the net
position in the balance sheet. The assumptions reflect historical experience and current trends: See the disclosure
in the defined benefit pension scheme tor further details. .

Revenue Recognition:

The estimation tethniques uséd for revenue and profit récognition require forecasts to be made of the outcomie
of long term contracts which require assessments and judgements to be made on the recovery of pre-contract
costs, changes in the scope of work. contract programme and changes in cost.

The company considers that any individudl contract judgement/estimate would not have a material effect on the
financial, statements.
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Notes. to the Financial Statemeints for the Year Ended 30 June 2021 (continued)

4 Revenue
The Co‘mf)ar;‘y defives révenue from capital infrastéucliire projects as well as maintenance of infrastructure
-assels across the highways sector.

Capital projects can range from larger schemes over a puriod of several years (such as Windy Harbour), to small
schémes completed over a matter of (days. Revenue is recognised over timé as the construction services are
rendered to the customer, Each, capital project is Ly pically a'single perfonnance obllzatlon

The company also provides maintenance- services for the UK road infrastructure throu‘zh routine;preventive
maintehance as wWell as refactive repairs. These seiVices are generally délivered under framework contracts
between five to eight years, however individual psrformance obligations under the framework are normally
détermined on an dnnual, monthly or ad hoc basis. Revenue is recogmsed over tiine as the mairitenance services
are rendered by the customer. Where mumple servicés are supphed under a single contract they are treated as
separate performance: obligitions and revenuc i§ recogniséd ds each performance abligation is Satisfied.

Services are hormally invoiced monthly in arrears under normal commercial credit terms.
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Notes to the Financial Statements for the Year Endeéd 30 June 2021 (continued)

4 Revenue (continued)

The analysis of the Comipany's revenue for the year from continuirig operations.is ds follows:

2021 2020

_ A £000 £000
Rendering of services 456,563 377,114

Other revenue 6,365 8.228
462,928 385.342

Contract assets arise where goods or services are transferred to the customer before the customer pays
consideration, or before payment is due, Contract asséts (loans and advances) represent our unconditional right
to consideration for the goods or services supplied and performancé obligations delivered: Contract liabilities
(deposits from-customers) relate to consideration received when we still have an obligation to deliver goods or
services. for that consideration.

Current assets and liabilities

2021 2020
£000 £000
Contract asséts ' 53.497 35319
Contract ligbilities (16.155) (5.485)
Net unbilled contract assets ' 37,342 29.834,
5 Operating profit
Arrived at after charging/(crediting)
2021 2020
£000 £ 000
Depreciation expense . 744 352
Depreeiation on right of use dassets - land and buildings 1,183 1,303
Deprecidtion.on right of use asséts - motor véhicles 4,581 2,334
Depreciation on mobilisation cost 18 50
Profit ondisposal of pioperty, plant‘and equipment (7) -
Réstructurifig Cost .. 57 1.523

The Company has incurred restructuring costs in the year totalling £0.1m (2020: £1:5m) in respect of employee
-exit eosis: )

6 Finance income

2021 2020
£000 £000
Interest income-on bank depasits 4,234 2.002
Other finance ‘inconie } 165 423
4.399 2,425
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Notes to the Financial Statéments for the Year Ended 30 June 2021 (continued)

7 Finance costs’

2021 2020
:£000 £000
Interest on bank overdrafis and borrowings 2 9
Interest expeénse-on leases 367 - 350
' 369 359
8  Staff costs

The aggregate payroll costs (including directors' remuneration) were as follows:
2021 2020
£ 000 £000
Wages and salaries . 105,584 90,146
Social seeurity costs 8.604 7.292
Other pension costs _ 3,761 2,905,

117.949 100.343

The monthly average number of persons cmployed "b)_{ thic Company: during thie year, analysed by category. was
as follows: ’ ’

2021 2020,
No. No.
Direct labour: 544 452
Managemient and administration 1.544 1,362
2,088 1,814
9 Directors' remuneration
The directors” remuncration for the year was as follows:
2021 2020
. £000. £000
Rémunération 522 897
Contributions paid to niofiey purchase. schemes 1 5
523 902
In respect of the highest paid director:
2021 2020
£000 £000
Remuneration 303 268
303 268
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9. ‘Diréctors' réemunéfation (continued)

Durihg. the year the highest paid ditector did not exercisé share éptions and did not participate ‘in the! deﬁ‘n’cf(l

benefit pension scheme. (2020:£nil)

10 Auditors' rémunerition

Audilors' remuneration

11 Income tax expense

Tax-charged in the ingome statement

Current'taxation

UK corporation-tax

UK corporation:iax adjustment to prior periods

Total current taxation

Deferred taxation

Arising from ofigination and feversal of fémporary differences
Arising from changes in tax rates-and laws

Arising ﬁ'om‘pre_\{iousﬁly _unr_ccogni’sed tax loss, tax credit or temparary
difference of prior periods

Total deferred taxation

Tax expense in the incoing statement
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2021 2020
£000 £.000
80. 83
2021 2020
£ 000 £000
6.591 764,
3.861 304
10,452 1,068
(237 226
166 284
- (287
(71 223
10,381 1,291,




Kier Highways Limited

Notes to thie Financial Statements for the Year Ended 30:Junc 2021 (¢ontinued)

11" Income tax.expense (continued).

Amounts recogriised inother-camprehensive-income

Before.tax

2021
Tax:(expénse)

20200

“Tax.(expensc)

credit’ ‘Net of tax Before. tax credit’ iNet of tax
£000 £000 £000 . £.000 £,000 £000
Rémeasuremients,ol post employment benefit )
abligations (2:496) 341 (2.155) (9.727) 1:832, (7:895) .
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11 Income tax expense (continued)

Deferred tax.

Deferred tax moveinient during the year:

Recognised in

Recognised in " other
income comprehensive . At
At 1 July 2020 statement income 30 June 2021
’ £ 000 £000. £000 -£000
Pension benefit abligations (1,842) (368) 49 (2,161)
Acgeleratéd tax depreciatior 549 363 - 912
Provisions - - - -
Resecarch and development expenditure
credit 311 76 - 387
Net tax liabilities (982) 71 49 (862)

Deferred income tax assets are recognised 1o the extent that the realisation. of the related tax benefit through
future taxable profits is probable. .

The tax on profit before tax for the year is higher thah the standard rate of_cofporalio’n tax in the UK(2020 -
lower than the standard rate of corporation tax in the' UK) of 19.00% (2020 - 19.00%):

The differences are reconciled as follows:

2021 2020
£ 000 £000
Profit before taxation , 33,015 24,833
Corporation tax at standard rate 6.273 4,718
Adjustments lrom prior years 3.861 17
Change in'future tax rate 166 284
Expénses not déductible (6r tax purposes 81 11
Effects of group reliel/ other Relief - (3.839)
Total tax charge . » 10,381 1:291

In the Spring Budget 2021, the Government announced that from | April 2023 the. corporation tax rate will
increase 10 25%. At the balancé sheet date, the proposal.to incréase the rate t6 25% had Been substantively
enacted, substantive enactment occurred on'24 May 202 1., therefore management has calculated the deferred tax.
dssey/(liability) at 19% for. thie timing/ témporary differences unwinding before April 2023 and -at 23% for the
timing/temporary differences. unwiiiding after April 2023.
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Notes to the Financial Statements for the Year Ended 30 June 2021 (continued)

12 Property; plant'and equipment

Fufiiiture, Motor
Land and  fittings ind_ vchiclesand - Pre-contract
buildings eguipment plant costs. Total
£000 - £000 £000 £000 £000

Cost or valuation A )
At 1 July 2020 958 2743 168. 156 4,025
Disposals (593) (1:509) - - (2:102)
Additions 54 223 7 152 436
At 30 June 2021 419 1457 175 308 2,359
Accumulated Depreciation »
At 1 July 2020, 448 2,342 141 93 3,024
‘Charge for'the year 500 231 13 18 762
Eliminatéd on disposal (393) (1,509) - - (2.102)
At 30 Juneé 2021 355 1.064 154, 111 1,684
Carrying amount
At 30 Jung: 2021 64 393 21 197 675.
At 30 Jung. 2020, 510 401 27 63 1.001
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Notes to the Financial Statements for the Year Ended 30 June 2021 (continued)

13 Retirement benefit assets

Defined contribution pension scheme
The Company operates a defined contribution pension scheme. The pension cost charge for the year represents
contiibutions payable by the company to the scheme and-amounted to £3.76 1,000 (2020 - £2,905,000).

Defined benefit pension schemes

Kier Highways Prudential Platinum Scheme
Kier Highways Limited operate in two defined benefit arrangements ‘in respect of ex-local authonly staff who
have TUPE transferied to Kier Highways and require the Company to otfer comparable LGPS pension benefits.

In respect of the ex-Local Authority staff who have TUPE transferred to Kier Highways Limited the Company
participates in the Prudential Platinum Scheme and is an admitted body status employer in the LGPS Croydon.
seheme. The Prudential Platinum Scheme ("the Scheme”) is an external sectionalised multi-employer final
salary pension arrangement. The assets of the Kier Highways. Limited section are administered by Trustees in
funds independent of those of the Company and other sections of the Scheme. The administration is also
condicted by external professional Pension Admiinistrators.

Theé terms of the Scheme allow the Company to exit when the last member has left employmerit without
additional payments, provided the related assets equal or exceed the value of the past service liabilities on a
buy-out basis. However, if the estimated value of the assets arising from the Compainy's contributions is less
than the value of the past service liabilities for which the Company is responsible, then the Company will be
required to make good the shortfall.

The Scheme is subject to regular review and the Employer's contribution in relation to future service is adjusted
accordingly. Additional employer contributions also fall due if a past service deficit is identified on a buy-out
basis.

Contributions paid to the pension scheme during the year were £212,000 (2020 - £236,000).

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

The schemes most recent triennjal actuarial valuation was as at 31 December 2018. The actuarial value relating
to the Company's stiare of the sctheine assets and liabilities, for accounting purposes, it 30 June 2021 was equ1l
to a nct asset of £1.531,000(2020: £1.387:000).

The [AS 19 qccountlng yaluation of the Kier Highways Prudential Peisien Scheme at 30 June 2021 indieated
that the schemes asSets-exceeded. its liabilities. The Company has recognised the surplus as a retirement benefit
pension asset on its balanice sheet under IAS 19 aiid IFRIC 14, as the Company has detérmined that it has a right
to benefit from any surplus, through either reduced contrlbutlons or arefund of the surplus on winding up of the
scheme. '

In respect of the admitted body status.in.oné LGPS scheme Kier Highways Limited is not directly liable for the
fundmg obheauon throu0h protection mechanisms in the client contract. This means an accurate valuation
cannodt be made. The pension cost in respect of the schemie is theretore treated as if it was a defined contribution
scheme.
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13 Retirement benefit assets (continued)

Reéconciliation of s¢heme assets and liabilities to dssets and liabilities recognised
The aniounis recognised in the Statement of Financial Position.are as follows:

Fair value of scheme assels
Present value of scheriie liabilities

Défined benefit pension schéme surplus

Scheme assets

Changes in the fair value of scheme assets are as follows:

Fair value at start of year

Interest income

Return on plan assets, excluding amounts included in interest
income/{expense)

Employer contributions

Contributions by Schemé Participants

Benefits paid

Administration expenses

Fait value at end of vear

Analysis of assets
The major categories of scheme assets dre as follows:

Equities

Corporate Bonds

Cash

Multi-asset

Liability driven investment
Absolute Return

Land

Annuity Policies
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2021 2020
£000 £000
7,870 7.817
(6.339) {6.430)
1.531 1,387
2021 202q
£000 £000
7:.817 6.840
126 159
(186) 703
212 236
26 -
(90) on
(35) (30)
7.870 7.817
2021 2020
£000 £000
654 1,154
6,900 1,378
- 1,343

- 473

- 3.077

303 350

- 42

13 .

7.870

.. .1.817




Kier Highways Limited

Notes to the Financial Statements for the Year Ended 30 June 2021 (continued)

13 Retirement benefit assets (continued)

Actual retiirn on scheme's assets

2021 2020
£000 £000
Actual returd on scheme assets __ 6) _. 862

The pension scheme_has nol invested in any of the Company's own financial instruments or in properties or
other assets used by the Company.

Scheme liabilities
Changes in the present value of scheme liabilities are as follows:

2021 2020

£000 £000
Preseiit value at start of period 6.430 5610
Past service ¢ost 191 177
Actuarial losses ﬁ'bm change in financial assumptions 78 . 559
Actuarial gains arising from-experience assumptions (44) (134)
Actuarial losses/ (gains) arising from demographic adjustments (356) 179
Net benefits paid-out (90) (C2))
Interest costs 104 130
WVleriiber coiitributions 26 -
Present value at end of yedr - 6.339 6.430

Principal actuarial ussumptions

The significant actuarial assumptions used to determine the present value of the defined benefit obligation at the’
Statement of Financial Position date are as follows:

2021 2020

% %
Discount Rate 1.90 1.60
Pension’ incréases o defetmient 2.60 1.95
Future incredse in‘salaries 305 2.85
Future inerease in. Retail Prices index 3.15 2.85
Eutiufe iricrease i Consumer Price iivdex ] 360 1.95
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Kier Highways Limited

Notes to the Financial Statements for the Year Ended 30 June 2021 (continued)

13 Retiremeént benefit assets (continued)

Post retirement niortality assumptions,

2021 2020,
Years Years
Curtent UK pensioiiets at rétirerivent age - male 86.80 86.80
Curfent UK peénsidners at retirerrient age - fernale 8940 - £9.30
Future UK. pensioners at retirement age - male '88.30 88.30.
Future UK pensioners at retirement age - female - 90:80 90.80
The above mortality assumptions. are based il a retirement age of 60
Amounts recognised in the icome Statement
2021 2020
£000 £000
-Amounts.recognised in operating profit
Clrrent service cost (191 (177
Administrative expenses (35) 30)
Recognised in arriving at operating profit (226) (207).
Amounts recognised in finance income
Nel interést inomie 22 29
Total récognised in the Income Statement (204) (178)
Amounts taken to the Statement of Comprehensive Income
2021 2020
£000 £000
Actuirial gains and (losses) arising from changes in deniographic
assumptions 356 (179)
Actuarial losses arising from changes.in financial assumptions (78) (559)
Actuarial gains arising from experience adjustments 44 134
Return on plan assets; excluding amgunts includéd in interest B
(expense)/income (186) 703
Amounts recognised in the Stateneiit of Comprehensive Income 136 99
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Kier Highways Limited

Notes to the Financial Statements for the Year Ended 30 June 2021 (continued)

13 Retirement benefit assets (continued)

Sensitivity analysis

A sensitivity analysis for the principal assumptions used to measure schenie liabilities is set out below:

2021 X 2020
+0.25% -0.25% +0.25% -0.25%
Adjustment to discount rate £000 £000 £000 £000
decrease/(increase) in present value of total
obligation 280 (280) 320 (320)
2021 2020
+0.25% -0.25% +0.25% -0.25%
Adjustment to rate of inflation £000 £000 £000 £ 000
{Incredse)/decrease in present value of total
obligation (190) 190 (310) 310
2021 2020
Members assumed to be one year older/ + 1 Year -1 Year +1 Year -1 Year
younger in age £000 £000 £000 £000
decrease/([ncrease) in present value of total )
obligation 2635 (265) 290 . (290)

The sernsitivity analysis is based on financial assumptions rel1ecting -market conditions as at 30 June 2021. The
methods and types of assumptions used in preparing the sensitivity analysis did not change compared to the
previous periods.

KBS Final Salary Scheme

The Kier Business Services pension scheme is a funded defined benefit scheme. For this defined bencfit scheme
the futur€ liabilities for benelits dre provided for by the accumulation of assets held externally 16 the Company
in separate. trustee-administered funds. The cost of this scheme is determined in accordance with the advice of
independent, professionally qualified actuaries on the basis of formal actuarial valuations using the projecied
unit eredit method. In line with normal business practice these valuations are undertaken on‘a triciinial basis.

The scheme is closed to new entrants except for employees transferring to the Company under TUPE, where the
Company is required' to provide benefits which are broadly comparable to those provided under the Local
Government Pension Scheme or another definéd scheme provided by the trinsferring employer. The schenie
was closed to future accrual of benefit on 31 December 2010 for all non-public sector members with these'
members beéing offeied entry to Kier Business Services Limited's défined contribution schenies from 1 January
2011,

Contributions paid to the pension scheime during the year are.£1,325,000 (2020 - £1,292,000).

The expected contributions to the plan for the next reporting period are £26,000.

The schemes most recent triennial -actuarial valuation aas as at 31 Maich 2019. At the valuation date. the
pension schemes assets were less than the technical provisions and therefore the scheme was in deficit.
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13 Retirement benefit assets (continued)

The 1AS 19 accounting valuation of the Kier Businéss Services Pension Schemé as at 30 June 2021 indicated
that the schemes assets exceeded its liabilities. Thé Company has recognised the surplus as a retirement benefit
pensien assét on the balance sheet urider [AS 19 and IFRIC 14, as the Company has determined that it has the
right to benefit from any surplus, through -either reducéd contributions or a refund ot the surplus on winding up.
of the scheme.

Reconciliation of scheme assets and liabilities to assets and liabilities recognised
The amounts recognised in the Statement of Financial Position are as follows:

2021 2020
£000 £000
“Fair value of scheme-asséts 137,398 141,539
Present.value of scheme liabilities: . . (130,285 . _  (133.232)
Defined benefit pension schemé surplus 7.113 8.307
Scheme assets
Changes in the fair vaiue of the scheme assets are a follows:
2021 2020
£000 £000
Fair valuc at start of period 141,539 133,805
Interest income 2,246 3,028
Return on plan assets, excluding amounts included in interest
income/(expense) (4.277) 9,529
Employer Contributions 1.324 1.292
Benefits paid (3.434) (6.115)
Fair vdlue at ¢nd of year , 137.398 141,539
Analysis of ussets
The major categories ol scherie assets are as follows:
2021 2020
£000 £000
Equities 19,712 16,641
Corporate Bonds 21.652 30,320
Cash 23.662 21,944
Multi-asset 9,837 6,739
Absolute Return 6.741 6,504
Liability driven investment 55.794 59391
137.398 141,539
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13 Retirement benefit assets (continued)

Actital return on scheme’s assets

2021 2020
£ 000 £000
Actual return on scheme, assets (2.031) 12,557

The pension scheme: has not invested in any of the Company's own financial instruments or in properties or
othér assets used by the Company.

Schlieme liabilities
Changes in the present value of scheme liabilities are as follows:

2021 2020
£000 £000
Preserit valu€ at start of period 133,232 117,358
Past.service cost 29 -
Actuarial iosses [rom change in financial assumptions 319 12,821
Actuarial (gains)/ losses:due.to changes in.experience assumptions ( [;793) 1,023
Actuarial (gains)/losses arising. fromdemographic adjustments, a7y - 5,511
Net benefits paid out (3.434) (6.115)
Interest costs _ 2.103 2,634
Present value al end of year . 130,285 133.232

Principal actuarial assumptions .
The significant actuarial assumptions used-to defermine the present value of the defined henefitiobligation at the
stateirient of tinancial position date are:as follows:

2021 2020

Y% %
Discount Rate 1.90° 1.60
Increase in Salaries 3.15 2.85
Pension increase ‘in deferment” 2.60: 1.95
Increase in Consumer-Price. Index (CPI) 2:60 1.95
Increase in Retail Prices Index (RPI) 3:15 2.85
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13 Retirement benefit assets. (continued)

Post retirement mortality assumptions

2021 2020
Yéars Years
Current UK pensioners at retirement age - male 87.00 87.00
Current UK pensioners at retirement age - female '89.10 89.00,
Future UK pensioners.at retirement age - male’ 88.10 88.10
Futuré¢ UK perisioners at retiremient age - feniale 90.00 89.90
The above mortality assumptions arc based on.a retirement age of 60
Amounts recognised in the Income Stateinent
2021 2020
£000 £000
Amounts recognised in operating profit
Past service cost (29) -
Amounts recognised in finance income or costs
Net interest 143 394
Total iecoghised in the [ncome Statement 114 394
Amounts taken to the Statement of Comprehensive Inconie
2021 2020
£000 £000
Return on plan assets, excluding amounts- included in interest .
income/(expense) 4.277) 9.529
Actuarial gains and losses arising from changcs in financial assiumptions (319) (12.821)
Actudrial gains and losses arising [romi changes in demographic )
assumptions 171 (3.511)
Actuariai gains and losses arising from experience adjustiments , 1,793 (1,023)
Amounts recognised in the Statement of Comprehensive Income (2,632) (9.826)

Sensitivity analysis

A sensitivity analysis for the principal assumptions uscd to measure scheme liabilities is set out below;

021 2020
+0.25% -0.25% +0.25% -0.25%
Adjustment to discount rate £000 £000 £000 £000
decrease/(inérease) in present value of total 3 o o )
obligation 5,700 (6.000) 5:900 (6.300):
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13 Retirement benefit assets (confinuéd)

21 2020 ,
+0.25% -0.25% +0.25% -0.25%
Adjustment to rate of inflatign £000 £ 000 £ 000 £000
(Inierease)/decrease in preseni.value of total. o ) )
obligation: (3,400) 4.300 (4,600) _ 4,600
2021 2020
Members assumed to be one year # 1 Year -1 Year +1 Year -1 Year
older/younger in age ' £000 £000 £000 £000
decrease/(increase) in present value of total ) .
obligation 5.000 (5.100) 5200 (5,300)
14 Inventories
2021 . 2020
£000 £000
Raw materials and consumables 3.950 3.415

The cost of inventories. recognised as an expense in the-year amotinted to £2,728,197 (2020 - £5,059.134). This
is included withiin cost of sales. )

15 Trade and other receivables

2021 2020

£000 £000

Trade receivables 11,655 10,505
Provision for impairivient of trade receivibles (1.919) (2,132)

< .

Net trade receivables 9.736. 8.373

Receivables from related parties 986 1,465
Accrued income 976 639

Prepaynients 501 1,921

Other receivables 601 =
12,800 12,398

12:800 12,398

Thie Company's exposuie to- credit and market risks, including maturity analysis, rélatirig o trade dnd other
receivables is disclosed in the financial risk review note.

16. Cash and cash equivalénts.

2021 2020
£000 £000
Cash at bank ) 174,406 108,279
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17 Trade and other payables

‘Current

Trade payables

Accryed expenses

Ambounts due to related parties
Socidl security and other téxes
Othér payables

Total current trade and otlier payables

18 Loansand borrowings
Current lb'agl’s and borrowings

‘Bank-borrowings

Bank.borrowings

2021 2020
£000 £000
21,158 8,073
57.9%4 52,347
25,658 15,773
47,375 21,805
888 2.699
153,073 100,697
2021 2020
£000 £000
= 131

Barclays asset finance loan is denominatéd in siérling with a noriinal interest rate. of 3.31%, the final instalni€nt

was paid on 31 March 2021.. The carrying amouni at 30 June 2021 was £nil (2020 = £131,424).
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19 Leases

Leases. inchided in liabilities

2021 2020
. | £000 £000
Cuifrent 3.835 3,972
Non-¢urrent ’ 6.300. 3582
10,144 9.554
Leiise liabilities maturity analysis ‘
Future minimum, lease payments as at 30.June 2021 are as follows:
| 201 2020
£000 £000
Less than-one year 4116 4,255
One to twe years 2325 2.676
Two 1o three-years 1,742 1,662
Three to four years 1.146 993
Four tg-five years 544 ' 488
Oveér fiye years - .. 998 61
Total gross payments ’ 10,871 10,135
Impaci of finance-€xpernises (727) (581)
Carryirig amoéunt df liability = . 10,144 9:554
Total cash cutflows related to leases o
2021 2020
£000 £000
Paymment$ 5.735 3,555
Interest i 367 350
Total cash outflow 6,102 3.905
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20 Right of use assets,

Land and
buildirigs ~ Motor vehicles Total
£000 £000 £000

Carrying amount
At 1 July 2019 3.931 4,359 8.290
Additions - 241 4,783 5,024
Disposals (199) - (199)
Depreciation charge for the year (1.303) (2.334) (3,637)
At 30 June 2020 2,670 6,808 9.478
Additions : 1,867 5,360 7,227
Disposals (651) (245) (896)
Depreciation charge for the year 7 (1,183) (4,581) (5.764)
At 30 June 2021 2.703 7.342 10,045

21 Share-based payments
The Kier Group Saving Related Share Option Scheme (" Sharesavé")

Scheme description

Participation in the Kier Group ple 2006 Sharescheme and/or. Kier Group plc 2016 Sharesave scheme is.offered
to all employees of the Company who have been employed for a continuous period determined by the Kier
Group plc board of directors. Under the Sharesave contract participating eémiployées save a regular sum each
month for three years of not less than £5 and not more than £500 per month., )

Options to acquire shares in the capital of Kier-Group plc were granted to eligible employees who cntered into a
Sharcsave coiitract. The number of options granted were that number of shares which had an aggregale option’
price not exceeding the projected proceeds of the Sharesave contract.

Options granted under the Sharesave scheme will normally lapse in the event an option holder ceases to remain
an employee or officer of the Kier Group.

No share options were excercised by participants of the Sharesave schemes during the current or preceeding
periods.

The options. outstanding at 30 June 2021 had exercise prices (adjusted for rights/share issucs) ranging from

£0.56 TO £8.26 (2020 - from £1.01 to £9.66) and a weighted average remaining contractial life of 2.3 years
(2020 - 2.3)
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21 Share-based payments (continued)
The Kier Group Long Term Incentive Plan ("LTIP")

Sctheme description

The Group hasa Long Terri Incéntitive Plan (LTIP) in which senior employees of the Company participate
Awards made under the LTIP scheme are normally able tovest following the third anniversery of the date of the
grant: Vesting may be in full or in' part (with the balance of the award lapsing) and is subject the the Group
acheiving specific performance targets. Awards under the LTIP are all equity seutled by way of shares in Kier
Group ple.

No share oplioris vested under the LTIP schemes during the current or preceding years.

The options outstanding at 30 June 2021 had exercise price of £Nil ( 2020 - £Nil) and is weighted average
remaining contractual life of 2.0 years (2020 - 2.3 years)

Theé Kier Group Conditional Share Award Plan ('CSAP')

Scheme description

The Group has a conditional share awardt plan (CSAP) under which senior émployees of the Company: receive
awards of shares subject only to servicc conditions, ie. the requirements for participants. to remain in
employment with the Group over the vesting period. Participants are entitled to receive dividend equivalents on

these awards. Awards under CSAP are all equity settled by the way of shares in Kier Group ple.

The weighted average share price at the date of exercise of share options u\ermsed during the year was £0.47
(2020 - no shares vested),

The options outstanding at 30 June 2021 has an exercise price of £Nil (2020 - £Nil) and a weighted average
renfiaidinig contractiial life of 0.3 years (2020 - 0.9 years)

22 Called up share capital

The A and B shares have the same voting rights.

Allotted, calléed up and fully paid shares

2021 2020

No. £000 No. £000

Ordinary A 0F£1 éach 10,001 10 10.00} 10
Ordinary B of £1 cach 10001 10 10,001 10
20,002 20 20,002 20

23 Dividends

No dividend was. paid in the year (2020:£8m) and the direciors.dd.not recommend payment ofafinal dividend
in respect.of the year (2020:nil)
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24 Subsidiariés
The Companv's wholly owned subsidiary ds at 30 June 2021 wds Kier Infrastriicture: Pty Ltd, d company

-rugls(grcd in Western Australia, with’ its rczts(s.red office at Level 28 Allendale Square, 77 St George Terrace,
Pérth, Western Australia 6000.

25 Parentand ultimate parent undeitaking
The Cdlnpan)"s'immediate parént is Kier Limited, incorporated ifi England and Wales:

The tost seniof parent entity producing: p‘ub’licf_v availablé. financial statéinents is Kier Group plc. These
financial statements are available upon request from Companies House, Crown Way. Cardiff and
wiviv kier.co;uk. .

‘The ultimate: controliing pdrty is Kier Group ple.

Relationsliip between entity and parents
The parent of the largest group in which these fi nancial statements are consolidated is Kier Group ple.
incorporated in England and Walcs.

The address of Kier Group-ple is;
-2nd Floor

Optimum House

Clippers Quay

Salford

M350 3XP

The financial Statements of Kier Group ple can be obtainéd from wwwv.kier:co.uk.
The parent -of the smallest group in which these financial statements. are consoliddted is Kier Limited.
mcorporatcd in Enqhnd and Wales,

The address of Kier Limited is:
2nd Floor

Optimum. House

Clippers Quay

Salford

M50 3XP

The financial statements of Kier Limited arc available from Companies House. *
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