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. Kiér Finance & Treasury Holdings Limited

Strategic Report for the Year Ended 30 June 2019

The directors present their strategic report for Kier Finance & Treasury Holdings Limited (the:"Company™) for
the year ended 30 June 2019, :

Fair review of the business

The Company is a member of the Kier Group plc ("Kier") group of companies (the "Kier Group" and the’
"Group"). .

The prinicipal activity of the Companiy is thdt of a holding company within the Kier Group: The Company does
not trade. )

The following transactions occurred within the company's subsidiaries during the year:

On 2 July 2018 the interest in The Unity Parinership Limited, held by MPHBS Limited, an indirect subsidiary of
the Conipany, was sold,

On 21 December 2018 the interest in KHSA Limited, held by Kier Holdmgs Limited, an indirect subsidiary of
the Compaiiy, was sold.

During the y€ar there were. no transactions for the Company Therefore, thc Company's financial position
remained net liabilitics of £24,050,000. .

Given the naturc of the business, the. ditectors: believe .thz{l Key 'pe'fformance;' indicators édre not necessary or
appropriate for an undérstanding of the Company's specific development, performance or the' position of its
business.

Corporate-responsibility

The Kier Group attaches great importance to its corporate responsibility, as evidenced in’ the Sustainability
section in the Kief Group plc 2019 Annual Report and in its Corporate Responsibility update for 2019, available
at www.kier.co.uk. As a-member of the Kier Group, the Company abides by thé same principles.

Principal risks and uncertainties

The Board is responsible for the Company’s system of risk management and internal controls arid for cnsunng
that Stgmﬁcanl risks are identified and appropriately managed. The Kier Group. has delegated the review of the
effeciiveness of the Group's risk management, processes to the Kier Group Risk Mandgement and Audit
Committee ("RMAC"), inicluding the Systems éstablished to identify, assess, manage and monitor risk. The risks
faced by thie Group arc reviewed by the RMAC on a quarterly basis.

The nature of the industries and the business environiment in avhich the Company Gperates are inerently rigky.
Although it is fecognised that it i$ not possible to eliminate all such risks and unccrtmntles the Group has
well-established risk managemcnt and internal’ control systems to manage them.

On behalf of the Kier Group, the RMAC idedtifies the risks that it cons:ders most likely, without efféctive
mitigation, fo have an impact on the Company and its strategjc priorities. If €merging risks are idenititied in
between these anhudl féviews, thiése are incorporated lmmedlately into the risk management process. The:
principal risks as relevant to the Company are set oul below, together with a summary of the dctions takeh to
mitigate cach risk.
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Kier Finance & Treasury H(jlding‘s Limited

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

Safety, health- and snsmumblll{y
Principal risk; failure to maintain a.safe and sustainable environment and prevent a maJor incidént.

The Company's- gperations are ifiherently complex and potentially hazardous and require the continuous-
managcment.of safety, health and sustainability issues.

» An increase’ in safely or environniental incidents on.site;
* The tailure to meet clients' expectations, adversely affcctmg the ability to bid forand win new work; arid
* Financial pemlnes arising from fines, legal action and project delays

Mitigating actions: )

« Continuation of the Kier Group's safety, health and environment ("SHE") behavioural change programmc
« Continued focus o, the five basics of SHE risk management and

+ Setting a tone from the: top.through activities such as senior. managcment visible leadership tours.

Regulition
Prin¢ipal risk: failure to manage increased scrutiny and oversight and/or comply with new regulations.

The sectoss in \VhICh the Company operates aré subject 1o increasing scrutiny from stakeholders, oversight from
regulators and requirements introduced by new leglslauon or reaulanon

Potential impact:

« Penalties for failing to adhere 1o-degislation or régulation;
* lihcreased .operal_ing costs of compliance;-and

» Thig loss of business and tesultait reputatiohal damage.

Mitigating actions: i )
+ Regular engagement with Government and Governiment agencies with respect to thé: Company's performance; -

+ Monitoring of, and planhing for, the impact of new legislation and regulations; and
« Collaborative engagement with external stakeholders.

Funding A
Principal risk: failure to maintain adequate ﬁmding or liquidity.

The Company requires access to Kier Group funding and associated facilities (for example, bonding linés) to be-
able to operate and conduct its bisiness etfeclwely

Potential impact;

« The'loss 6f confidence by other stakeholdérs (for e\amplc investors; clients, subcontractors and employees);
. Conductmg Existing businéss becomes increasingly challenging; and

+ The 1635 of fiiture business.

Mitigaijng actions:

« Efféctive ¢ash (orecasting.and working capital manageme
»'Collaborative engagewi¢nt. with bariks, lénders-and suretie
» Dispose 6f non-core busingsses to reduce net debt.
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Kier 1Finanqé‘ & Treasury Holdings Limited

Strategic Report for thé Year Ended 30 June 2019 (continued)

Market dnd sector performance
Principal-risk: a general market or séctor downturn affects the Company's performance.

The Companys performance is affected by macroéconomic: factors which affect UK business.in general and/or
thie markets’in which the Company operates.

Potesitial impact:

« A failure of onie'or iore of the Company's bilsinesses;
- Increased competition fof new work; and .
« A-decrease in stakeholder confidence in the Company.

Mitigdting actions:

« Evaluate markets, including the 1mpact of’macroeconomlc factors and the associated market risk ofspec:rc
evenls (for example, Biexit); and

« Review the Company's pipeline of future work to identify market trends and plan 'lccordmgly

Operating model }
Principal risk: the Kier Group's Future Proofing Kier ("FPK") programme does not result in an-efficient
operating model.

Thé.Company's future performancg, is in part dependent-on the FPK programme deliveriig s:gm['cam cost
savings and an efficient operating riodel.

Potential impact:

»“The Comipaniy does not meet its profit targets;

« The Company is iinble 16 tender effecnvely for new business; and
« Decisions are not made efficiently and/or effectively.

Mitigating actions:

* Close project management 6f the FPK programme;

« Effectively communicate the befiefitsof the FPK pragramime to maintain its momentiim; -and
» Challenge the businéss io implemeni material, sustainable change.

Contruét maitagemerit
Principal risk: ineffective contract management leads to losses:

Effective contract managemem is'central to the Coiripany's buginess model. Fallure to manage the risks
associated with the Company's contracts cotild matefially and adversely affect the €ompany's financial
perforniarice.

Potenitial impact:

« A failure to meet the Companv s financial targets;

« The Company iincurfing losseson individual contracts; and
« The:Company faiilirig 10 wir netv work.

Mitigating actions: ,
« Identify carly warnings of under-performing: contracts;

¢ Adhere to the. Kier Group's conlract risk governance framcworl\ and
. Tlmely and accuratg’ reparting of contract pérformance.
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Kier Finance & Treasury Holdings Limited.

Strategic Report for thie Year Ended 30 June 2019 (continued)

Pre-contract governance _
Principal risk: inadequate pre-contract governance failsto identify contract risk.

Effective-pre-contract governance’ is essential i ensuring Lhat the Company understands the risks associated
with'its.projects-and puts in place appropriate mitigation plans.

Potential impact:

» Poorly performing coritracts, léading to the Company incurring losses;
» The failure to meet aclient's expectations on cost and quality; and

¢ Claims and Imgauon dgainst the Cornpany:

Mitigating actions:

- Careful selection of tender opportunities;

« Adhére to the Kier Group's contract risk-govemance framework; and
« Continied focus on supply chain procurement.

Supply chain
Principal risk; maintain efféctive working relationships \vnh the supply- chaif.

The Company religs on its supply chain to deliver its projects. Maintaining closé and gfféctive \vorkmg
relationships with members of tti¢ supply chain is therefore a prigrity for the Compan)f

Potential impact:

+ Unavailability of appropriate résources, impacting on project delivery and cost;

+ Use of suppliers from ouiside the preferred supplier list increases cost and décreases. quality; and
« Poor relationships lead to lack of confidence in the Company dnd adverse publicity.

Mitigating actions:

¢ Develop long:term relationships, with critical subcontractors;

« Continue to reduce subcontractor payiieiit térms; and

* Review the supply chain te ensure: alternative delivéry mcchanlsms ‘are available-and appropriate contingencics:
dre in place.

Brexit

The UK left the EU on 31 Januafy 2020, with a transition perlod <uireitly running to 31 December 2020,
Currently, the UK's long-term relationship -with the EU remains unclear. The Group has. identified patential
risks rel.mng to. for éxample, thé supply chiaifi, the warkforce and the supply and cost of materials and has set
up contingency. plans in respect of'these risks. The Group keeps these plans undér review, in the light of political
developments. 'In particular, thé Group continues' to work with its supply chain' to -develop plans to ‘ensure
coniinuity of potentially -eritical supplies and has developed plans with rfespect to those members of its
workforeé who are nationals of EU member statcs and wish to continug to-work in the UK..-

Approved by ihe.Board on 28 September 2020 and signed oinr-its behalf by:

C Thomas
Director
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Kier Finance & Treasury!Hoidings Limited

Directors' Report for the Year Ended 30 June 2019

The directors of Kier Finance & Treasury Holdings Limited (the "Conipany") prescnt their report and the
audited financial statements for the year ended 30 June 2019,

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: '

‘M Dale (appointed 9 Januacy 2019 and résigned 27 May. 2020)
A Gordon-Stewdr (resigned 24 S,éptember 2018)

C Thoritas (appointed 26 May 2020)

M Whittaker (appointed 26 May 2020)

Dividends

During the year no interim dividend was paid (2018: £25,778,568) ¢ the holders of the Ordmary Shares of
£0.01 cach in the Company: The directors do not recommend payment of a final dividend in respect of the”
finaiicial yéar endeéd 30 June 2019 (2018: £Nil).

Financial instruments
Objectives and policies

The Company recognises financial instruments when it becomes a party to the contractual arrangements of the
|nslrument Flmncml mslrumenls are de recogmsed when they. are dlsch'lrgcd or \\hen lhe contractual lerms

Financial liabilities A )
The Company classifies all of its financial liabilities.as liabilities at amertised cost.

At amortised cost

Financial liabilities at amortised cost relate to amounts owed to group undertaklngs and are initially rccognised
at fair value net of any transaction costs dlreclly altributablé to the issue 6f the. instrument.-Such interest bearing.
liabilitics are subsequéritly fieasured at amortised cost using the effective interest rale methiod, which ensures
that any intcrest expense overthe period to repayment is at a constant rate on the balance of the liability cartied
into thie Balance sheet.

Price risk; crédit risk, liguidity risk and cash flow risk
The Company is exposed fo liquidity. risk. The group finance department mahages these fisks within a defined
set of policies and proceduics laid down by the parent company board.

Liquidity risk
The Conipany's poluy on liquidity risk is supported by the: Group's policy o liquidity risk. The Group's policy
on ll(]l.lldlly nsk is to cnsun: ‘that sut‘ﬁcmnt borrowmg facmu;s are avallablc to ﬁ.md oeranons wnhoul the need

Group ofrelanonqhup banks in the form of’ unsecured commmed borrowmg facilities.

The drmount of conimitiéd borrowing. acilitics available to; the: Group is- téviewed regularly and is.designed to
exceed forecast peak gross debt levéls.
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Kier Finance & Treasury Holdings Limited
Directors' Report for the Year Ended 30 June 2019 (continued)

Going concern :
The Diréctors are requlred to consider the Comipany’$ ability to continue as a going concern over a period of at
least twelve months from the; date of approval of the financial statements:

In the period after the balance sheet date and before the sngmng of these accounts, thie Comipany’s. performance,
along with the entire Kier Group's performance, was adversely affected by the effects of the: COVID-19
pandeémic. Although the' Group’s sites rémained open through this period, with a number of decisive
mafiagement actions taken to mitigaté against the majority of the effect of the pandemic, COVID-19 hds
adversely affected the Group's revenué and resulted in it incurring additional ¢os(s. This has resulted in a lower
level of profitability for the 2020 financial year and an increase in the Group’s net debt position.

At 30 June 2020, the Group had £892m of unsecured commi,tled‘ facilities, £20m of uricommitted overdrafts and.
£125m drawn against uncommitted supply chain financing ficilities. In order te provide financial flexibility for
the Group followmg COVID-19, the Group:

» Agreed waivers with its lenders in respect of the fi nancual covenants wuhm the Group’s principal debt
facilities for the test period ended 30 June 2020;

» Has agreed revised financial covenants under its priricipal debi ficilities ihich will apply for the going
-concern period; )

» Agreed with HMRGC a deferral of the paymerit of certain aniounts in respect of VAT .and PAYE until March
and June 2021, respective’ly and .

» Has agreed with its pension trustees a material reduction in the schéme deficit repayments.

Thé current trading environment remains uncertain, principally due to the. potenllal impact of COVID—I9 \\'thh
‘makes forecasting challenging:

The Directors of the Kier Group have reviewed the Group’s short-térm cash flow forécasts to 31 December
2021 (the going concern period), which have been prepared using certain key assumptions-and include a number
of stressed, but plausible, downside scenarios. These scenarios include a consideration of thie risks which may
arisé to- the Group’'s -available l;quxdny and its ongoing compliance ‘with the revised financial covenaiits within
the Group’s principal debt facilitics s a result of-or in light of the following factors or circumstances:

» The availability orsupply-cham finance;

» Potential reductions in trading volumes

» Potentidl fargin erosion,

» Risks in respect of certain specific projects;

» The Group’s. ability to conchide its cost reduction plan as forecast; and

» The completion of the sale of Kier Living; following the deldy in the salé process which was due, in pariicular,
to COVID-19.

The impact that a sccond wave of COVID-19 \vould have on the Group's cashflows, using-the finaricial impact
‘of the initial outbreak ds the basis.of the assessment, was also considered.

The Kier Group Board also’ consideréd the macroeconomic and political risks: affécting the UK economy,
including Brexit, Brexit has the potential to disrupt the Group's, operations, p'lmcularly in relation to materials,
people and the.siipply-chajii. The Group has established a ‘Brexit task force” and has in place business
continuity plans to. mitigate the risks associated with Brexit. The Board noted that the Group s forecasts are
undeipinned by a sighificant proporiion of revenue that is:either secured or considered probable, often as part of
long-term framework agreements; and that the Group operatés prlmanly in sectors sitch as health, education and
utilitiés, which are consldered likely to remain largely unaffected by macro-gconomic factors. in addmon
sngmf cant cost reduction actions have already been.taken te improve thie Group’s profitability.

The Board consideréd the Group’s ability to manage its working ¢apital, in order to mitigate the potential impact,
on the. Group’s liquidity over the forecast period, in particular at the lgivest point undet the downsidé seendrios
in the Spring of 2021, in the évent of circuristances; described above taking place. This, together with the
agreements with the lenders and the pension trustees, and the other:measures which have been taken - duririg the
year mean that the Group would be éxpectéd to’ continue to: have available llqmdlty ‘headroom under its ewstmg
finance facilities and operate within the revised financial covenants over the going coricérn petiod.
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Kier Finance & Treasury Holdings Limited
Directors' Report for the Year Ended 30 June 2019-(con'tinued)

Going concern (contmued)
The Group Directors have committed to support the Company over a périod of at ‘least 12 months from the
signing ‘of the.financial stat¢ments.

On the basis of the financial support made avallable from the Group, and the Group's ability to providé this
support, the Board is satisfied that the Comp'my has sufficient financidl resources to-continue to, operate for a
period of-at least 12 months and therefore, it has adopted the' going coneern basis in preparing the Compdny's
2019 financial stateménts.

Directors' liability insurarice

The articles of association of the Company entilles the directors of the Company, to thé-&xtént permiitted by the
Compamcs Act 2006 and other applicable legislation, to be indemnified out of the assets: of the Company in the
event that they suffér- any expenses. in, connection with certain proceedmgs relating to the execution of their
duties®as diréctors of the Company.

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

Reappmntment of independent auditois

Under section 487(2) of the Companies Act 2006, PncewalerhouseCoopers LLP will be deemed to have been
reappointed-as auditors 28 days after these financial statements were.sent to members or 28 days:afier the latest
date prescribed for filing the financial stateméits with the régistrar, whichgver is éarliér.

Disclosure of information to the auditors ‘
In the case of each director in office at the date the Directors' Report is approved:

« 0 far as the directors are aware, there is no relevant audit information of which the Cormpany’s auditors are
unatvare; and »

+ they have faken all the steps that they ought to have taken as a“director in order to midke themsélves aware of
any relevant audit information and 10 GSlqbliS.h that the Company's auditors are aware of that information.

Approved by the Board on 28 September 2020 and sigfied on its behalf by:

-

C Thomas
. (Diréctor
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Kier FinanCe & Treasury Holdings Limited
Statement of Directors' Responsibilities

The directors are responsible for preparing the Annual Report and the financial stafements in accordance with
applicable law and regulation.

Coimpany law requires the directors. to prepare financial statemeiits for éach financial .year. Under that law the
direétors hiave prepared the financial statéments in accordance with United Kingdom Generally Actepted
Accounting Practice’ (United ngdom Accountlng Standards, comprising ‘FRS 101 "Reduced Disclosure
Framéwork®, aid applicablé law). Under company law the directors must not approve the fi nancial statements
unless they are satisfied that they give.a tru¢ aid fair view of the state oFaffairs of the company and ‘of. the profit
or loss.of the companiy for that period. In preparing the financial statements, thé directors-are required to:

«  sélect suitable accounting policies and then apply them'consistently;

+ state shether applicable United Kingdom: Accounting Standards, comprising FRS 101, havée been followed,
subject to any material departures disclosed and explained in the financial statements;

*  make judoemeri‘l‘s and accounting estimates that are reasgnable and prudent' and

» prepare the ﬁmncml statements on the .going concern’ basis unless it is nmppropnate to presume that the
company will continue in business.

" The directors are also responsible for safeguarding the asséts of the company and hence: for taking reasonable.
steps for the prevention and detection of fraud and other |rregular|ucs

The directors are responsible: for keeping adequate accounting récords that are sufficient to show and explain the
company's iansactions and disclose withi reasonable accuracy at any time the financial posnuon of the company
and enable them to ensure that (he financial statemenits comply with the Compani¢s Act 2006.
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Kier Finance & Tréasury Holdings Limited

Indepéndent Auditors' Report to the Members of Kier Finance & Treasury Holdings
' Limited

Report on the audit of the financial statements

Opinion

In our opinion, Kier Finance & Treasury Holdings Limited's financial statements:.

« give a true'and fair view of thé state of the company's affairs as at 30 June 2019 and of its'results for the year
then ended;

+ have been properly prepared ini sicéordance with United Kingtlom Generally Accepted Accounting Practice
(United Kiigdom Accounting Standards, comprising FRS 101 "Reduced Disclosure Framéwork”, and
- applicable law); and

* have been prepared in.accordance with the requirements of the _Cémpanie_s Act 2006.

We have audited the financial statements, includéd within the Annual Report and Financial Stdtéments (the
“Annual Report"), which comprise: thé Statement of Finaricial Position as at 30 June 2019; the Income
Statement, thé Statement of Comprehensive Income, the Statement of Changes in Equity for the year then
ended; and the notes 1o the financial statements, which include a deéscription of the significant accoummg
policies.

.Basis for opinion :

We conducted our dudit in accordance with Infernational Standards on Audmng (UK) (“ISAs (UK)") and
apphcable laiv. Our responsibilifics under I1SAs (UK) are further described in the Auditors' fesponsibilities for
the audit of the financial statements 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 requirements that are relevant to our
audit of the financial statemerits 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
- We have riothing to report in respect of the follosing maiters in relation to which 1SAs (UK) require us to réport
to you where:
«  the directors’use of the goin_g concern basis-of accounting in the preparation of the financial statements is:niot
:appropriate; or )

+ the directors havé not disclosed in the financial statements any identified material uncertaintics that may cast
significant ‘doubt about the company's ability to confinue to adopt the going concern basis of accounting for
a period of 4t least twelve months from the date when the financial statements are authorised for issue.

However, bécause not all future events or conditions can be predicted, this statement is nof a guarantee as to the
company's ablll[)‘ to continue as & going cancern.

Reporting on other informiation

The other. information comprises all of the iriforination in the Anrival Reporf other than: the financial statenients

and our auditors” réport thereon. The directors are responsnb!e for the othér information, Our opinion on the

financial statements does not covér thé other information and, accordingly, we do not express an audit opinion
o, excepl to thie extenf otherwise explicitly stated in this report, ahy” form 6f asstirance thereon.
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Kier Finance & Treasury Holdings Limited

Independent Auditors' Report to the Members of Kier Finance & Treasury Holdings
Limited (continued)

Reporting on other information (continued)

In connection with our atidit of the financial statériients, our responsibility is to read the other information and,
in doing.so, consider whether the other information is materially inconsistent ivith thé financial statements or
our knowledgé obtained in the audit, or otherwise appears to be materially misstated. If we identify an-apparent
material inconsistency or material misstatement, we aré required. to perform procedures to conclude whether
there is & mdterial misstalement of the financial statements or a material misstatement of the other information.
[f. based on the work we have perforined, we conclude that theré is a material misstatément of this other
information, we are réquired to report that fact, We have nothing to report based on these responsibilities.

With respect to the Strategic Report and Directors' Report, we also considered whether the disclosures réquired
by the UK Gompanies -Act 2006 have béen included.

Based on the responsibilities described above and our work.undertaken in the course of the audit, ISAs (UK)
require us also to report certain opinions and matters as described below.

Strategic Report and Directors' Report

In our opinion, based on the work undertaken in. the course of the audit, the information given in the Strategic
Report and Directors’ Report for the year ended 30 June 2019 is consistent with the financial statements and has
been prepared in accordance .with applicable legal requirements.

In Ilght of the knowledge and understanding of the company and ‘its environment: obtained in the course of the
audit, we did not |dent1fy any material misstatements in the Slrateglc Réport and Diréctors' Report.

Responsibilities of thé directors for the f nancial statements

As explairied more fully ini the Statement of Directors' RCSpOnSIbIlIIIES set out-on page 9, the directors are
responsible for the preparanon of the financial statements in accordance .with the applicable framework and for
being satisfied that they give a true and fair view. The directors are also responsible for such inteimial control as
they determine is necessafy to enable the preparétion of financial statements that are free from material
misstatement, whetheér due to fraud or error.

In preparing the financial statements, the directors are responsible for as's'essing thé co’mpany‘ ability to
caitinue as. a going concem, disclosing, as applicable, matters rclatéd to going concern and using the going
concern basis of accounting unless the' directors either intend to liquidate.the company of to cEase opérations, or
have no realistic alternative but to do 50.

Auditors' responsibilities for the audit of the financial statements

Oiir objectives are 1o oblain reasonable assurance about whether the financial statements -as 4 whole are free
from material misstalement, whether due to fraud or error, and to issue @n auditors' réport, that includes our
opinion. Reasonable -assurance is a high level of assurance; but is not a guarantee that an -audit conductéd in
accordance with ISAs (UK) will always détect a material misstatement svhen it exists. Misstatements can arise
from fraud or.error and are. considered material if; mdlvndually or in the aggregate, théy could reasonably be
expected to ififluence the économic decisions of users taken on. the basis of these financial statements.

A further déscription of our responsibilities for the audit of the financial statements. is located on the FRC's
website at www.frc.org. uk/auditersresporisibilitiés. This description forms pait of our auditors réport,

Use of this report

Thig report, inicluding the opinions, has been prepared for and only for the company’s menmibers as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006-and far no other purpose. We do not, in giving
these opinions, accept or assume responSlblluy for anyother purpose or to any ottier pérseh to vhor this report
is showwn:of into’ whose harids it may corie save where expressly agreed by our prior consent in writing.
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Kier Finance & ’i‘reaSl;;y Holdings Limited

Indépendent Auditors' Report to the Members. of Kier Finance & Treasury Hq]djggs
Limited. (continiied)

Other required reporting
Companies Act 2006 exception repoiting
Under'the Companies Act 2006 we are-required to repont to you if, in our opinion:
+ wc have ot received all the information dnd explanatins we réquire.for qur dudii; or
¢ adequate accounting records hiave not been kept by the company, or réturns adéqudte for our audit have not
béen received frorn branches not visited by us; or
_+ ceritaindisclosures of directors’ remuneration specified by lawv are not made; or
+ the financjal statements are not in agreement with the accounting records dnd returns.

We have no exceptions o report arising-from this responsibility.

Diane Walmsley (Senior Statutéry Auditor)

for and on behalfof PricewaterhouscCoopers LLP
Chaitered Actountants and Statutory Auditors
London
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Kier Finance & Treasury Holdings Limited
Income Statement for the Year Ended 30 June 2019

‘ 2019 ' 2018
Note. - £000  £000.

Exceptional adiinistrative expenses ' ‘ . 4 - (56,800)
'f)p'e;atirig_ résult/(loss) g , ' . S - {56,800) -
Finance income S ' : 5. - 25,779

Resulv(loss) before axation ., . @02

*Result/(loss) for the financial year: ) ) : : - 3 l,021)-

The above results were derived from continuing eperations.

The noles on pagés-17 to 24 form an integral part.of these financial statements:
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Kier Finance & Treasury Holdings Limited

Statement of Comprehensive Income for the Year Ended 30 June 2019

2019 2018
£000 £000
Result/( lo‘ss’) for the financial year . - (31,021)
- (31;021) .

Total comprehensive éxpénse for the year .

Thie notes on pages:17 to 24.form an integral part-of these financial:statements;
Page 14 ~



Kier Finance & Treasury Holdings Limited

(Registration number: 05887555) -
Statement of Financial Position as at 30 June 2019

2019 2018

Note - £000 - £000
Current liabilitiés .
Ttade and other payables I (24,050) (24,050)
Net liabilities . (24,050) (24,050).
Equity . .
-Share capital ' 12 S 307 - 307 .
Accumulated losses (24,357, (24,357
Total equity ' ,  (24,050) (24,050)

The financial Statements on pages' 13.to 24 werc-approved by the Board of Directors on 28 September 2020 and
signed on-its behalf by: .

C'Thomas
.Director

The fiotés on' pagés 1716 24 form aninfegral part.of theése financial statements,
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Kier Finance & Treasury Holdings Limited .

* Statemiént of Changes in Ei_ju’ilty: for the Year Ended 30 June 2019 .

At 1 July2017
~ Loss for the financial yedr
the year
Dividends ..
Investment impairment
transferred to revaluation reserve

At 30 June 2018

Total comprehensive expense for

At 1 July 2018
At 30.Junc 2019

The notes'on pages. 17 to 24 forn an integral part'of thege financial statements.

(Accumulated .
losses) /
Revaluation retained. _ )
Share capital _reserve .earnings Total equity
.£000 £000 £000 £000
307 27,743 4,700 32,750
- - . (31020) (31,021)
- - (31,021 (31,021}
- - (25.779) (25,779)
- (27.743) 27,743 -
307 - (24.357) (24,050)
(Accumulated
losses) /
Revaluation retained
Share capital ' reserve. earnings Total equity
£000 £000 £000 £000
307 - (24,357) (24,050)
307 ' . (24.357) T (24,050)
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Kieér Finance & Treasury Holdings Limited-

‘Notes fo the Financial Statements for the Year Ended 30 June 2019

1 General information
The Company is a privale company limited by share capital incorporated and domiciled in England and Wales. )

The address of its registered office is:
81 Fountain Streét

Manchester

M2 2EE

2 Accounting policies

'Suminar»y of significant accounting policies and key accounting estimates
The principal accounting policies -applied in tlie preparation of these financial Statements are set out below.
These policies have beenconsistently applied to all the years: prescnted, unless otherwise sfated.

Basis of preparation :
These' financial .stalements were préparéd in accordance with Financial Réporting Standard 101 Reduced
Disclosure Framework and the Companies Act 2006.

Going co'ncern

The direcfors believe that preparing the financial staiements on the going concern: basis is appropriate due:to the
continued financial support of the: Companys ultimate parent company, Kier Group plc: The directors have
receivéd a létter from the directors of Kier Group plc, pledging support to allow. the Company to meets its
obligations.

Further details on the Company's going concern.assessment are included in thé Directors' Repoit on page 7.

E\empnon from preparmg group f‘mnclal statements

compzmy and do not contdin consolidated financial mIqrmauon as lhe parent Qf"l gloup

The Company is.exempt under section 400 of the. Companies .Act 2006 from the requirement (o prepare
consolidated financial stateméfts-as it and its subsidiary undertakmgs are included by full consblidation in the
consdlidated Tinancidl statements ofits ultimate parent, Kier Group plc, a company. mcorpor'\ted in England and
Wales.
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Kier Finance & Treasury Holdmgs Limited

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

2 Accounting policies (continued)

Suminary of disclosure exémptions

The Company has taken advantage of the following dlsclosurc e\cmpuons in preparing these financial
statements, as permitted by FRS101: .

IAS 7: Complete exemption from. preparing a cash flov statement and related notes;

iFRS.2: Exemption from certain disclosiires: in respect. of share based payments for amangements involving
equity instruméents. 6f dnother Group efitity;

IAS 8: The listing of new or revised 'standards that have riot ‘been adopted (and information about their likely
impact) has becn omitted;

IAS 36: Exemption from disclosures for each cash gcneralmg unit which contains goodwlll in particular in
relation to assumptions and sensitivities;

IFRS 7: Complete exemption from all of the disclosure requ:raments of IFRS 7, Financial Instruments, other
than for those instruments where these disclosures are still required to.comply with theé law;

[FRS. 13: Compléte.exemption fror all of the disclosure requircments of IFRS 13, Fair value measurement;

[AS 24: Exemption from disclosure of related party transactions entered into between two or more mémbers of a.
group, provided thal any subsidiary party to the transaction is wholly owned by ‘such a member;

IAS 24: Exemption {rom disclosure 6f compensation for key managemem personnel and dmounts incurred by an
eritity for the provision of key management personncl services that are provided by a separate management:
entity;

IAS 1: Exemption from comparatives for movements on property, plant & equupmum intangible assets and
share capital; and

IFRS 15: Exemption from certain disclesures in-respect of revenue from-contractswith customers.

Changes in accounting policy

The following new standards, amendments to standards and interpretations are effective for the financial year
ended 30 June 2019 onwards:

+ IFRS 9 'Financial Instruments'

* IFRS 15 'Revenue from Coatracts with Custofners'

« Amendments to [FRS 2 'Share-based Payments'

« Amendments to [FRS 4 'Insurange Céniracts'

» Amendments to [AS 40 '[nvestment Property’

+ Annual Improvertients to 2014-2016 cicle

*IFRS | and IAS 28 amendments

« IFRIC 22 'Foréign Curréncy Transéetions and. Advance Conmderanon

None of the above new sfandards. amendments to stand_ards_ or interpretations have had . material effect on the
financial statements.

Tax

Tax isrecognised in profit or loss except that a change attributable to an item of income 6r expense’ recoghised
as‘other comprehensive income is also recognised directly in other comprehensive income.

The current income fax charge is cal¢ulited on the basis of tax rates and laws that ‘have been enacted or
substantlvcly enacted by the reporting date in thie countnes where the company operates and generatés taxable’
income.
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Kier Finance & Treasury Holdings Limited

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

2 Accounting policies (continued)

Inivestments

Investments in securities. are classified on initial recognition as available-for-sale and ‘are carried at fair value,
except ‘where their fair value cannot be measured reliably, in which case they are carriéd 4t cost, less any
impairment.

Unrealised holding gains and losses.other than impairments are recognised in other. comprehensive incomie. On
maturity or disposal, net gains and losses previously deferred in accumulated other comprehiensive income are
recognised in income.

Interest income on-debt securities, where applicable, is recognised in income using the effectivé interest method.
Dividends on équity securities are recognised in income when receivable.

‘Trade payables
- Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Accounts payable are classified as current liabilities if paymient is due within one year
“or less (or in the normal operating cytle of the business if longét). If rol, they dre presented as non-Current
liabilities.

Trade pavables are recognised initially at the transaction -price and subsequeiitly micasured at ambrtiséd cost
using the effective interest méthod.

Share mpital

Ordinary shares are classified as equity. Equity instruments are measured at the fair valug of the cash or other
resources received or receivable, net of the direct costs of issuing the equnt)' instruments. [f payment is deferred
and the time value of morniey is:matérial, the initial measurement is-on.a présént value basis.

Dividends
Dividénd distribution to the company's shareholders is recognised as a liability in the comipany’s financial
statemeiits in the period in which th_e»di'vidénd,s_. are approved by the cempany's shareholders.

3 Critical_accoumin_g_judgém‘ents and key sources of estimation uncertdinty

The directors believe lli_grc; are no critical judgements or kéy sources of-estimation uncertainty involved in the
preparation of financial information.

4 Exceptional administrative expenses

2019 2018
. £000 - £000
Investments impairment - 56,800

During the year the. Coriipany impaired its investment in Kier Finance Limited by £Nil (2018:.£56,800,000).

§ Finance-income

2019 2018
. £ 000 £000
Dividend income ] - ) '25:779
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Kier Finance & Treasury Holdings Limited

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

6 Staff costs-

The Company has no employees (2018:'None).

7 Directors' rémuneration

The diréctors. did not receive any emoluments ‘in respect of services to the Company” (2018: £Nil) and are
rehiuneratéd by other Group companies.

8 Auditors' remuneration

Audit fees of £1,200-(2018: £1,200) were borne by andtlier Group company, Kier Business Services Limited,
and have not been.recharged.

9 Income tax
There is no tax charge for the current or prior year.

T he tax on profit/(loss) before tax_ for the year is the' same as the slandard rate ‘of corfporation ‘tax in the UK,
(2018 - higher than the standard rate 9f'corporation tax in the UK) of 19% (2018 - 19%).

Thie differences are réconciled belp’w: .
2019 2018

_ £000 £ 000
Loss before tax . - (31.021)
Corporation tax at standard rate ’ - (5,894)
Increase fromi effect ofcxpcnqus not-deductible in'deterritining taxable .
‘profit / tax loss . - 10,792
Decrease from effect dividerids-from UK companies ) - (4:898)

Total tax charge/(credit) ' _ - -
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Kier Finance & Treasury Holdings Limited

Notes to the Financial Statements fqr t_»hAe'_Yea'r Endle‘jd 30 Juiie 2019 (continued)

10 Investments
Subsidiaries

Cost or valuation
AL July 2018

_AL30June 2019

Provision
At1 July 2018

At 30 Junc2019
Carrying amount
‘At 30 Jung 2019
At30 June 2018

Details of the subsidiaries as.at.30 Juie 2019 are as follows:

Name of subsidiary

Kier' Business Services
Limited

Kier Education
Investments, Limited

Kier Education
Kier Ewan Limited

‘Kier Finance Limited*

Kier Holdings Limited

Principal activity

Design and business
‘services

Holding company

Prograni management,

FM and construction
nandgement

Holding company

Holding company:

Holding company

Registered office

81 Fountain Street,
Manchester, M2 2EE
England and Wales

81 Fountain Street,
Manchéster, M2 2EE
England and Wales

81 Fount‘ain Street,
Manchester, M2 2EE
England and Wales

81 Fountain Strect,
Manchester, M2 2EE
En_glzm‘d and Wales

81 Fountain Street,

‘Maiichester, M2-2EE

England and Wales
81 Fountain Sticet,
Manchester, M2 2EE
England and Wales-
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£000

521,195

. 521,195

521.195

521,195

Proportion of
ownership interest
and voting righits
held

2019 2018
84.2%. 84:2%

84.2% 84.2%-
84.2% 84.2%

84.2% 84.2%

100% 100%

84.2% 84.2%




Kier Finance & Treasury Holdings Limited -

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

- 10 Investments (continued) . )

Proportion of
ownership ij)tgr'e's‘t
and voting rights;

Name of subsidiary Principal activity Registered office . hel(!__
: C 2019 2018
Kier Maragement Design and business 81 Fountain Street. 842%  84.2%
Consulting Limited services Manchester, M2 2EE
' England’and Wales
Kier Parkmiait Ewan Dormant - 81 Fountain Street, 84.2% 84.2%
Associates Limited, Manchester, M2 2EE

England and Wales

Kier.Rail Limited H'o‘lding company 81 Fountain Street,. _ 84.2% 84.2%
Mancheslter, M2 2EE
England and Wales

Kier Rail No.2 Limited Dormant 1-More London Place, London,  84.2% 84.2%
(in liguidation)’ SEIL 2AF .
. ) Esrgland and Walées
Kier Rail No.3 Limited Dormant | More London Place, London,  84.2% 84.2%
(in liquidation) "SE12AF

England and Wales
Kier Traffic Suppert ~ Dormant 81 Fountain Street, 84.2% 84.2%
Limited . Manchester, M2 2EE .

England-dnd Wales

MPHBS Limited Holding company- “81 Fountain Street, 84.2% 84.2%
Manchester, M2. 2EE
Englaind and Wales °

Parkman Consultants ~ Dormant 81 Fountain Street, o 842% 84.2%
Limited . Manchester, M2 2EE

. . England-and Wales
Parkman Kenya Dormant 5th Floor, Agip House, P.0: ‘84.2% 84.2%
Limited Box 41425, Nairobi

" Kenya- '

Parkman Nigeria Dorrarit 9, N/AziKiwe St., Lagos 842% . 84.2%
Limited Nigeria
The [mpact Partnership Dorfmant 81 Fountain Street, 68.2% 68:2%
(Rochdale: Borough) Maitchester, M2 2EE -
Limited England and Wales

* indicates direct investment of the Corpany
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Kier Finance & Treasury Holdings Limited

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

10 Investments (continued)

Notes:

The proportion of ownership interest and voting rights held shown above reldtes solely 10 Kier Finance &
Treasury Holdings Limited as a single entity. Some of the entities listed are wholly owned by Kier Group plc by
virtue of the remaining-ownership interést and ‘voting nghts being held by other Kier Group companies. For
details of Kier Group plc's-overall interest in these: companies please refer to the Kier Group plc annual report
for the year ended 30 June-2019 which is available from Companies House and at wivw.kier.co.uk,

1t Trade and other payables

2019 2018
Curirent ' £000 £000
Amounts due to related parties 24,050 24,050

Ambounts due to reldted parties are unsecured, interest free and repayable-on démand.

12 Share capital
. Allotted, called up and fully paid shares

C 2019 2018
No. £000 No. £000
Ordinary Shadre Capital of £0.01 each 30,745,828 307 30,745,828 307

13 Dividends

During the year no interim dividend was paid (2018 £25; 778.568) to the holders of the Ordlnary Shares of
£0.01 each in the Coripany. The directors do not.recommend payment of a final dividerid in respect of the
financial year ended 30 June-2019 (2018: £N|I)

14 Parent of group in whose consolidated financial staterents the.company is ¢onsolidated

The name of the parent of the group in WhoSe consoliddted financial staternents the Company's financial
statemerits are consolidated is Kier Group ple.

Thesé firiancial statements are available upon request from Companies House dnd at wwwikier.co.uk.

15 Parént and ultimate parént undeitaking

The Compiny's imimediate parent is MRBL Limited.
The.ultimatg parent is Kier Group plc.

The most senior parent’ entity ,producmg pubhcly available finaricial stateiérits is Kier Group plc. These .
finaricial staterients -are available upon réquest from Cormpanies House and at ww.kier.co.uk. :

The ultimisite ‘conirolling party is Kier Group ple.

Page 23




Kier Finance & Treasury Holdings Limited

Notes to the Financial Statements for the Year Ended 30 June'201.9 (continued)

15 Parent and ultimate parent undertaking (continued)

Relationship bétween éntity and parents
The parent of the largest group in which these financial statements are consolidated is Kier Group ple,
incorporated in England and Wales,

The address of Kier Group plc is:
81 Fountain Street

Manchester

M2 2EE

More information about Kier Group plc-can be found at www.kier.co:uk.

The parent of the smallest group in which these financial ‘statements are consolidated is Kier Limited,
incorporated in England and Wales. :

The address of Kiér Limited is:
81 Fountain Street

Manchester

M2 2EE

The financial statements of Kier Limited are available from Companics House.

16 Impact of COVID-19 on the Financial Statenients
Subsequent to the 30 June 2019 baldnce sheél date, the world hds been impacted by a global pandemic.

This pandemic has had a significant impact én the Kier Groiip, both operationally and financially. Decisive
mahagerment actions led to Kier implementing the following self-help measures:

» Temporarily clased all sites to'ensure that we: could operate safely. Through the application of Site Operating
Procedures issugd by the Construction Leadership Council we were dble to keep about 80% of aur sites open
throughout thé period. Currently all Sites are now open.

» Asked ¢.6,500 employees to take a temnporary pay réduction for the thre¢ months to 30 June 2020. These
reductions depended on seniority and fanged between 7.5% to 25%.

» The Group furloughed ¢.2,000 employges through the period. As at 31 July 2020 there were none left on
turlough

s The Group also defered various taxation payments during the periad as allowed by the Government.

» All discretionary spend including capital expenditure was reduced t6 & minimum.

» The closure ‘of the former headquarters at Teéimpsford Hall in’ Bedfordshire was broughl forward to 30 April
2020 from the previously announced date of 30 June 2020:

) Through strofig Félationships with thie members of our banking syndicate and other debt prov:dcrs they -all
agreed waivers to the-Group’s financial covenants for the yéar ended 30 June 2020,

» Paused reduéing utilisation of the Kier Early Payment Scheme (‘KEPS®).

The impact of COVID-19 ivas subsequent, to the balance shegt date and has had no imipact on the results of the
Company for the' year ended 30 Jurie 2019. Considération -as 16 the impact on the Company’s ‘going concern
assumption has beén given on page 7.

The Company anticipates that Kjer Graup ple will be able to provide financial support if retjuired, to enable the -

Company to nieel its'liabilities arid obligations, as and when they fall due, for a period-of at least 12.months from
the-date of signing the financial statements.
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