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Kier Holdings Limited

Strategic Report for the Ygar Ended 30 June 2019

The directors preéent their strategic report for Kier 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 pl¢ ("Kier") group of companies (the "Kier Group" and the
"Group")

The principal activity of the Company is that of a.holding company thhm the Kier Group. The Company does
not trade but continues to receive and pay interest on intercompany borrowings.

On 21 December 2018 the Company disposed of its-interest in KHSA Limited ("KHSA") for a total
. consideration of AUS$43.7m (£24,457,000), of which AUS$41.7m (£23,351,000) was received on completion,
and the balance of AUS$2.0m (£1,106,000) is deferred subject to satisfaction of futuré contractual
commitments. KHSA participated in 4 joint operation providing toad asset management and rmainténance
services in Australia,

During the year the Company incurred an lmpalrmenl loss of £5,974,000; legal fees in relation to exiting the
Woking office of £1,688,000, additional costs in- relation to the disposal of Mouchel Limited of £688,000 and
additional costs in relation to the disposal of KHSA of £296,000: The Cofpany also received intercompany
interest of £4,527.000, and paid intercompany interest of £12,631,000. The averall ioss before tax for the year
was £16,754,000. The Company's net assets reduced from £15,010,000 to £117,000.

Given the nature of the Company's activities, the directors bélieve that key performance indicators are not
necessary of appropriate for an understanding of the Company's. specific development, performance or the
position of its business.

Corporate.responsibility :

The Kier Group altaches great importance to its corporate responsibilily, as €videnced in the Sustainability
section in the Kier Group plc 2019 Annual Report and in its Corporate Responsnblhly update. for 2019, available
al wiww kier.co.uk. As a member of the Kier Group, the Company abides by the sarie principles.

Principal risks and u_n(_:ertainties )

The Board is responsible for the Company’s system of risk managemeril and internal controls and for ensuring
that significant risks are identificd and appropriately managed. The Kier Group has delegated the réview of the
effectiveness of the. Group's risk management processes t0 the Kier Group Risk Management and Audit
Committee ("RMAC"), intluding the systenis established to identify, assess, manage and monitor risk. The risks
faced by the Group are reviewed by the RMAC on-a quarterly basis.

The nature of the industries and the businéss environiment in which the Company opérates-are inherently risky.
Alll\ough it is recognised thal it. is not possible to eliminate all such risks aid uncéitainties, Lhe Group has
well-established risk. managemenl and mlcmal c¢ontrol systems to manage them..

On behalf of the Kier Group, lhe RMAC- ldentlﬁes the risks that it considers .most likely, without effectivec
mitigation, fo have an impact on the Company and its strategic priorities. If emerging rigks are identified in
between these annual revieis, these afc incorpordted immediately into the risk management process. The
principil risks as relevant to the Company- are ‘set out bélow, together with a‘suimary of the actions taken to
mitigate each risk. ) )

€ Thonias
Director
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Kier Holdings Limited

Directors' Report for the Year Ended 30 June 2019

The directors- of Kier Holdlnos Limitéd (the "Company") present their report and the audited financial
statements for the year ended 30 June2019.

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:

S ] Davies (resigned | July 2018)

L Howard.(appointed t July 2018.and resigned 1 October 2019)

L Thomas (appointéd 1 July 2018 and resigned | October 2019)

1 M Willianis (resigned | July 2018)

D Mawson (appointed ! Octobier 2019 and resigned 20 December 2019)
C Thomas (appointed 1 October 2019)

M Whittaker (appointed 24 January 2020)

Dividends

No interim dividend (2018 £30,000.000) was paid to the holders of the Ordinary Shares of £1 each in the
Company during the year. The directors do not recommend payment of a final dividend in respect of the
financial year ended 30 June 2019.

Financial instruments
Objectives and policies
The Company is exposed to risks ansmg froin variations in interest rates, credit and liquidity. The group financé

department manages these risks within a defined set of policies and procedures laid down by the parent
coitipany board.

Interest rate risk )
The Company is owed and owes money via intercompany loan notes and these' are subject to Nxed rate interest
charges. The Company does not uadertake hédging or complex financial instruments to mjtigate this risk.

Price risk, crédit risk, liguidity risk and cash floi risk
Credit risk

Those risks relating to credii.are relatively low as they are all due from other group- Comp’mles all of whom are
owned 100% by the ultimate pareni-company.’

Liquidity risk

The Company's poh(.y on liquidity fisk is suppoitéd by the Group's pollcy ‘on liquidity rigk. Thé Group's- policy
on liquidity risk isto ensure that sufficient borrowing facilities are available to fund operations without the need
to cafry sxgmrcant net debt over the: mediuni tefm. The Group's: principal borrowing facilities are provided by-a
Groupof relationship banks in-the, form of unsecured committed borrowing facilities.

The amount of committed borrowing facilities available to the Group is. réviewed regularly and is designed to
exceed forecast peak gross debt levels.
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Kier Holdings Limited

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

Going concern
The Directors are required to consider the Company.'s -ability to continue as a going concern over a period of at
least twelve months from the date of approval of the financial statemenits.

In the period after the balance sheet date and before the signing of these accounts, the Company’s performance,
along with the entire Kier Group's performance, was adversely affected by fthe effects of the COVID-19
pandemic. Although the Group’s sites remained open through this period, with a number of decisive
management- aclions taken to mitigate against the majority of the effect of the pandemic, COVID:19 has
adversely affected the Group's revenue and resulted in it incurring additional -costs. This has resulted in a lower
level of profitability for the 2020-financial year and an increase in the Group’s net débt pasition.

At 30 June 2020, the Group had £892m of unsecured committed facilities, £20m of uncommitted overdrafts and
£125m drawn against uncommitted supply chain financing facilities. In order to provide financial flexibility for
the Group following COVID-19, the Group:

» Agreed waivers with its lenders in respect -of the fihancial covenants within the Group's principal debt
facilities for the test period ended 30 Jurie 2020;

» Has agreed revised financial covenants under its principal debt facilities which will apply for the going
concern period;

»-Agreed with HMRC a-deferral of the paymunt of certain amounts in respect of VAT and PAYE until March.
and June 2021, respecllvelv ‘and

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

The current trading eavironment remains uncertain, principally due to the potential impact of COVID-19, which
makes forecdsting challenging. '
The Directors of the Kier Group have reviewed the Group’s short-term cash flow forecasts to 31 December
2021 (the going concern period), which have been prepared using ceftain key assumptions and include a number
of stressed, but plausiblé, downside scenarios. These scenarios include ‘a consideration of the risks which may
arise to the Group’s available liquidity and its ongoing compliance with the revised financial covenants within
the Group's principal debt faciliies as a result of or in light of the following factors or circumstances:

» The availability of supply-chain finance;

» Potential reductions in trading volumes;

» Potential margin erosion,

» Risks in respect of cerfain specific projects;

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

» The completion of the sale of Kier Living, following the delay in the sale process which was due, in particular,
1o COVID-19.

The impact thata sec’ondv_\vnve‘of CGVID-19 would have on the Group’s castiflows, using the financial impact
of the initial outbreak as the basis of the assessment; was also considered.

The Kier Group 'Board ‘also considered the macroeconemic and political risks affecting’ the UK economy,
including: Brexit. Brexit has the potential to disrupt the Group's operaions, particularly in relation to materials,
people and the supply-chain. The Group has established a ‘Brexit task forece' and has in place business
continuity plans to mitigate the risks associatéd wiih Brexit. The Board noted that the Group's forecasls are
underpinned by a significant proportion of revenue that is cither secured or considered probable, 6fien as part of
long-term framework agréeéments, and that the Group opgrates primarily in‘sectors such-as health, education. and
utilities, which are considered likely to remain largely unaffected by riacro-economic factors. In addition,
significarit ¢ost reduction actions have already been taken'to improve the: Group s profitability.

Thie Board considered the Group’s ability to manage its working capital, in order to mitigate the poténtial lmpacl
on the Group's liquidity over the forecast period, i particular at the lowest point under the. downside scenarios
in the Spring of 2021, in the event of circumstances described dbove taking place. This, togéther with thé
agréements. with the lenders and the penSion trustees, and the other measures which have been taken durlng the:
year mean that the-Group would be expected to continué to have available llqmdny headroom under its éxisting
finance. ficilities and operate within the révised finangial covenants-over the going concern period.
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Kier Holdings Limited

réctors' Report for the Year Ended 30 June 2019 (c‘onti_nué'd)

Going concern (continued),

The Group Directors have committed to support the Company over a period of at least 12 months from the.
signing of the financial statements: )

On the basis of the financial support made available from the Group, and the Group's ability to provide this
supporL the Board is sausﬁed that the Company has su(‘ﬁucnt ﬁnancml resources [0 commuc to operate for a

2019 rnanclal slatememb

Directors' liability insuraice

The articles of association of'the Company entitle the diréctors of the Company, to the extent pv.nnmed by the
Companies 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 cemln procecdmgs 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.

Reappaintment of independent auditors

Under section 487(2).of the Companxes Act 2006, PricewaterhduseCoopers LLP wvill be deemed to have been
réappointed as audifors 28 days afer these financial statenients were sent to fiembérs or 28, days-after thie latest
date prescribed for filing the findncidl stateriients with the régistrar, WthhEVbl’ is earlicr.

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

» so far as‘the directors are aware, there is no rélevant audit informiation of which the Company's auditors are
unaware; and

+ they have 1aken all the steps that they Gught to have taken as'a director in order to. make themselves aware of
any relévant:udit information and to establish that the Gompany's auditots are:aware-of that information.

Difector
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Kier-Holdings Limited
Statement of Directors' Responsibilities

The; directors are responsible_for preparing the' Annual Report and the findncial stateiments in accordance with
applicable law-and regulation.
Company law requires the difectors to prepare financial statements for each finaricial year. Under that {aw the
directors have prepared the financial statenients in’ accordaiicé with United Kingdom Generally Accepted
Accounling Practice (United Kingdom. Accounting: ‘Stangdards, comprising FRS 101 "Reduced Disclosure
Framework”, and applicable law). Undér- -company law the directors must not-approve the fi nancial staterneits
. unless they -are gatisfied that they give a true and fair view of the 'state ofaffairs 6F the company 4nd of the profit
or loss of the company for that period. In pieparing the financial statements, the diréctors are required to:

+ -select suitable accouiting polici¢s and then apply them consistenily;

» state whether applicable United: Kingdom Accounting ‘Standards, comprising FRS 101, hiave beeri followed,
subject to any material departures disclosed and éxplained in the financial statements;

= make judgements and accounting estiniatés that are reasonable and prudent;-and

* prepare the financial statlements on the’ going concern baS|s unlcss it |s mapproprntc to presume that the:
compariy will continue in business.

The directors are also responsible for safeguardmg lhe assets 6f the company and_hence for taking reasonable
steps for the prevention and detection of fraud and other irregularitics.

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

'-l'-’égge 6



Kier Holdings Limited.
Independent Auditors’ Réport to the Mémbers of Kier Holdings Limited

Report on the audit of the financial statements

. Opinion ’

In our dpinion, Kier Holdings Limited's financial statements:

+ give a tiue and fair view of the state of the company's affairs as at 30 June 2019 and of its loss for the year
then ended; . .

*  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom -Accounting Standards, comprising FRS 101 "Redu¢éd Disclosure Framework”, and
applicable law); and

+ havé been preparcd in dccordance with the.requirements of the Companies Act 2006.

Wé have audited the financial statements, included within the Annual Report and Finaricial -Statements. (the
"Annual Repo‘n"), which comprise: the Statement of Financial Position as at 30 June 2019; the Incomeé
Stalement, the Statement of Comprehensive Income, the Stalement of Changes in Equity for the year then
ended; and the notés to the financial statements; which include a description of the significant accounting
policics,

Bagis for opinion
We conducted our audlt m accordance wnh lnlern'monal Standards on /\udmng (UK) ("lSAs (UK)" ) and

the audlt oflhe financial staterments section ofour reporl We bclleve that the audit evidence we have obtalned is
suﬂlcmnt and appropna(c, to provide a basis for our dpinion.

Indépendeiice )

We reinained independent of the company in accordance with the ethical requirements that are rélevant to-our
audit of the financial statements in the- UK, which includes the FRC's Ethical Standard and we have fulfilléd our
other cthica) responsibilities in accordance with thesé réquireménts.

Conclusions relating to going-concern

We have hothing to report in respect of the following matters in relation to which. ISAs (UK) require us to report

to you where:

« the ditectors’ use of the going. ¢oncern basis.of accounting in thé preparation of the financial statements is
not appropriate; or

»  the directors have not disclosed in the financial statements.any idéntified miaterial-uncertainties that ray ¢ast
significant doubt about the Company’s ability to confinue to adopt the-going concem basis of'lccounung for -
a period of at ieast twelve months from the date when thé financial statements are authiofiséd for issue.

However, because not all future évents or conditiotis can be prédicted, this statemeiit i§ nét a guarantee as to.the
coriipany's ability to continue as.a gome congern,

Reporting on other information

The other: infornidtioni comprises all of the information in.the Arinual Report other than the financial statements
dnd our: auditors’ report thereon: The directors are resjjonsible for the othér information. Our opinion on the
financial statenients does riot ¢ovér the other inforiation and, accordingly, we do not-express an audit opinion
or, except to the'extent otherwise explicitly stated in.this report, any forim of 2 assurance thereon.
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Kier Holdings Limited
Independent Auditors' Report to @he Members of Kier Holdings Limited (continued)

Reporting on other information (continued)

In connection with qur audit of the financial statements, cur responsibility i isto.read thie 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
matéridl inconsistency or rhatérial misstatement, we are required to perform procedures to conclude whether
there is a material misstatement of the financial statements or a material mis§tatement of the other information.
If, based on the work we have performed, we conclude that there is a matesial misstatement of this other
information, we are required to report that fact: We have nothing to repoit based on these responsibilities.

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

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

Strategic Report and Diréctors' Report :

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic
Réport and Director§' Report for the year ended 30 June 2019 is consistent with the financial staterents and has
been prepared in accordance with applicable légal requirements.

In light of the knowledge and understanding of the company: and its environment obtained in the course of the
audit, we did not identify any material misstatements in the Stratégic Réport-and Directors' Report.

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the finantial statémerits

As explained more fully in the Statement of Directors’ Responsnbllmes sl out on page 6, the directors arc
respornisible for the preparation of the financial statements in accordance with the applicable - Framework and for
being satisfied that they give 4 true-and fair view. The directors are also responsible for such internal contrel as
they determine is necessary to cnable the preparation of financial statements- that are free” froni material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessmg the c.ompanys ability to
contihue, as a going concern, disclosing, as applicable, matters rélated to going concern and Using the going
concerii basis of-accaunting uriless the directofs cither intend to liquidate the company or to cease opcrations, or

‘have no realistic alternative bul to do so.

Auditors’ responsibilities for the audit of the financial statemenis

Our objectives are 16 obtaiii redsonable ‘dssurance about whether the financial statements as a whole are free
from ihaterial misstatement, whether due to fraud or error, and to issue an auditors' report that includés our
opinion. Reasonable assurancé is a high level of assurance, but is riol a guarantee that an audit conducted in
acéordance with ISAs (UK) will alw ‘ays detect a material misstatement When it exists. Misstatements can arise
from fraud or crror and are considered material if, individually or in.the aggregate, they could reasonibly be
expected to influence the economic decisions of users takeii on the basis of these-financial statements.

A further description of our responsibilities for the audit of the financial Statements is located on the FRC's
websité at wwiv.fre.org.uk/auditorsresponsibilities. This description forms pant of our ‘auditors' report.

Use of this ieport

This -report, ‘including thé ‘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 Comipanies Act 2006 and for no other purpose, We do.not, in giving
these opinions, accept or assume responsibility for any other purpose or to any other person to, whonmi this report
is shown or info whose hands it may-come save where expressly agreéd by our prior'consent in writing.
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Kier Holdings Limited
Independent Auditors' Report to the Members of Kier Holdings Limited (continued)

Other required reporting

Comipanies Act 2006 exception réporting

Under the Companies Act 2006 we are required to report to you if; in out opiniori:’

» e have not received all-the information aiid explanations wé requiré for ounaudit; or

< adcquale 'acc0yﬁ!ing_ records have not beéii kept by the company, of returns adequate for our didit have-riot
- been reccived from branches not visited by us; or

« certain disclosures of djrectors' remuneration specified by law are not made; or

+ the financial statements are not in agreement with the accQu_nling.re_cor‘ﬁs and returns.

We have no exceptions to _repoit arising from this responsibilily{

Diane Wialmsley (Senior Statutory-Auditof)

for and-on behalf of PricewaterhousgCoopers LLP
Chattered Accountants and Statutory Auditors
London
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Kier Holdings Limited

Income Statement for the Year Ended 30 Juné 2019.

Administrative expenses
Exceptional administrative expenses

Operating loss'
Finance income
Finance. costs

Net fihance cost
Loss béfotre taxation
Tax on ldss

Loss for the financial year

The above results were derived from continuing ‘operations:

The notes onipages 14 to 25 form ani intégfal part of these financial'staterients:

Pige 10

Note

2019 2018
£000 £000
(5 %)
(8,645) (5.1,009)
(8.650) .. (51,014)
4,527 10,199
(12,631) (12,326)
(8,104), (2,127
(16,754) (53,141)
1.861 3,283
(14.893) (49,858)




Kier Holdings Limited

Statement.of Comprehensive Income for the Year Ended 30 June 2019

2019 2018

£000 £000
Loss for-the financial year (14;893) . (49,858):
Total compiehensive expense for the year - (14,893) (49,858)

“The notes,on pages 14 16 25 fornran integrdl part of these:financial statements:
Page [1




Kier Holdings Limited

(Registration. number: 05887559)

Statement of Financial Position as at 30 June 2019

Non-current assets,
Investments

Current assets

Trade and otlier receivables
Income tax-asset

Cash and cash equivalents

Total assets

Current liabilities

Trade and other payables:
Loans and borroivings

Nén-current liabilitiés
Trade and other payables

‘Total liabilities
.Net assets

Equity

Share capital
Revaluation teserve-
Accumulated losses

‘Total equity

The finapcial statements on pages 10 tor 23
24 A va@a?ﬁ and signed on ifs behalf by:

-Diréctor

The notes:on‘pages 14 to25 forn an integral part.of thesé finandial staterents,

Note

.

14
is

Puge 12

wére approved

2019 2018
£000 £000
23,974 52,503
23,974 52,503
288,233 265,619
2,977 4,070
1,070 -
292,280 269,689
316,254' 322,192
(269,984) {152,082)
(2.038)
(269,984) (154,120)
. (46,153) (153.062)
(316,137) (307,182)
117 15,010,
2,969 2,969
19,176 19,176
(22,028) . {(17,135)
i17

© 15,010

by thé Board of Directors on



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

At | July 2017

Loss for-the financial year

Total comprehensive expense for
‘the year :

Dividends

Investment impairment
transferred to revaluation reserve

A130 June2018

At 1July 2018 _
Lass for the financial year

- Total coniprehensive expense for
the year

At 30 June 2019

The notés of pagés 14 {o 25 forin an infegral part of these financial statements.

Kier Holdings Limited

Retained
‘earnings/
Revaluation  (Accumulafed
Share capital reserve losses) Total equity
" £000 £000 £000 £000
2,969 31,428 60,471 94,868
, - - (49:858) (49.858)
- - (49,858) (49,858)
- - (30.000) (30.000).
- (12,252) 12,252 -
2,969 19,176 (7:135) 15,010
Revaluation Accumulated
Share capital reséerve losses Total equity
£000 £000 £000 £000
2,969 19176 (7;135) 15,010
. - (14,893) (14.893)
- - (14,893) (14.893)
2,969 19,176 (22,028) 117
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Kier Holdings Limited

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

t  General information
The Company is a private company lirnited by $hares in¢orporated dnd domiciled in England and Wales.

The address of its registered ofﬁce is:
81 Fountain ‘Stregt

Manchester

M2 2EE

United Kingdom

2 Accounting policies

Summary of significant accounting policies

The principal accounting policies apphed in the preparation of these fi naricial statements -are set out below.
These policieg have been consistently applied to all the years. presented, unless otheiwise stated.

Basis of preparation )
These firiaricial staléments wefe prépdred in -aécordance with Financial Reporting Standard 101 Reduced
Disclosure Framework and the Companies Act 2006.

The financial statements have been prepared on the historical cost basis.

The presentational currency uscd is GB Pound Sterling and figures are quoted to thé nearest £1,000.

Summary of disclosure exemptions

The, Company thas taken advantage of the tollowmg disclosure cxemptions in preparing these financial
statemenls, as permitied by FRS101:

1AS 7: Complete exemption. from preparing a cash flow statement and related notes;

IFRS 2: Exemption from cértain disclosures in fespect of share based payments for arrangements invelving
€quity instruments ofanother Group entity;

IAS 8: The listing of ficw or révised. standards that have not been adopted (and information about their likely
impact) has been omitted;

1AS 36: Exemption from disclosures for cach cash generalmg unit \\hlch contains good\vlll ift particular in
rclation to -assumptioiis.and sehsitivilies;

IFRS 7: Completé exemption from all.of the disclosure rcqu:rements of IERS 7, Financid! Instruments, other
than for thése instrurienits where these dis¢losures aré still required to comply with the law;

IFRS '13: Complete exemption from all of the disclosure requirements of IFRS 13, Fair value measurément;
IAS.24: Exemption from disclosuré of réladted party transactions entered into bet\veen two or more members of a
group, provided that any. subsndlary party to the tfansaction is: wholly owned by such a member;

IAS 24: Exemption from dlsclosure of compensation for key management pcrsonnel and amounts iricurred by an
entity for tlie provision of key management personiiel services that are provided by a separate management
entity;

IAS 1: Exemption from commparatives for movéments on propérty, plant & equipment, intangible assets and
share capital; and

IFRS 15: E\emp(mn from cértain dlsclosun.s in respect of révenue from contracts with customers.
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Kier Holdings Limited

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

2 Accounting policiés (¢ontinued)

Gomg concern .

The directors bélieve that preparing the financial stateménts on the going concern basis is. appropriate due to the.
coniinued, financial support of the Company's ultimate parent company, Kier Group plc. The directors” have
received a leftet from the directors of Kier Group plc, pledging support to allow the Company to meels its
obhgatlons

Fur(her details on the Company's going concern assessment are included in the Dircciors' Report on page 4.

Changes in accounting policy

The following new standards, amendments 1o standards and interpretations ‘are éffective for -the ‘financial year
ended 30 June 2019 onwards:

« IFRS 9 'Financial Instruments'

« IFRS 15 'Revenue from Coniracis with Customers’

+ Amendments to IFRS.2 'Share-based Paymerits'

» Amendments to IFRS 4 'Insurdnce Contracts'

« Amendments te [AS 40 'Investiment Property'

* Annud! Improvements to-2014-2016 cycle

« IFRS 1 and IAS 28 amendments

. IFRIC 22 'Fareign Currency Transactions and Advance Consideration’

None of the. abeve new standards, amendments 1o standards or interpretations have had a material éffect on the
financial stitements.

Tax

The tax expense for the period cornprises currerit tax. Tax i récognised in profit or loss, éxcept that a change
attributable to an itém. of incomé or expense recognised as other comprehensive income is also recognised
directly in‘other comprehénsive income.

The curignl income tax charge is calculated on the basis of tak rdtes and laws that have been enacted or
substantively enacted by the reporting date in the countries where the company operates and génératés taxable
incoine.

Investments.

Inyestments in securities are: classified on inifial TECOgNition as avml'\ble-fer-sah. and ‘are canvied dt fair value,
cxcépt where their fiir value canhot be measured reliably, in which case they are carru.d at cost, less anv
impairment.

Unrealised holding gains and lossés other than ifipairments are re¢gnised in other comprehensive ‘income. On
maturity or’ dlsposal net gains and losses previously deferred in accumulated other compreliensive incorié afe.
recogmsed in income.

Interest incoime oh débt securities, wheré applicable, is recognised in income, using the effective interest method.--

Dividends on equity securities are:recognised if-incomé when recéivable.

‘Cash and cash equivalents

Gash and cash equivalents comprise cash on hand and call deposits, and ‘othet short-term highly hqund
investments that are readily ¢onveitible to a kngwn amount of éash and are.subjéct to an insignificant risk of.
chariges in value,
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Kier Holdings Limited

Notes to the Financial Statements for the Year Ended 30 June 2019 (_co‘ntinued)‘

2 Accounting policies (continued)

Trade. réceivables

Trade receivables are afriounts dué froi customers for merchandise sold or service§ performed in the ordinary
<course of business. If collection is'expected in one year or less (or in the nermal operatiiig cycle of the business
" if loriger), they dre classified as currerit assets: IFnot, they-aré presénted as non-current assets.

Trade receivablgs aré recognised initially at the transaction pnce They are subsequently measured at:amortised
cost using; the- effective interest method, less provision for impairiment. A provision for.the impairment of trade
receivables is established when there is objective evidence that the company will not be.able to collect -l
amounts due according 1o the original terms of the receivables as calculated using an appropriate expwled ‘credit
foss model. ,

Trade payables

Trade payables are obligations 0 pay for goods or services that havé been acquired in the ordinary. course of
business from-suppliers, Accounts payable are classified as current liabilities if payment is due within one year
or less (or in the normal operating eycle of the business if longer). If not, they arc presented as non:current
liabilities.

Trade payables are recognised initially- 4t the transaction price and subsequéntly measured at amortised cost
using the éffective interest method.

Borrowings

All borrowings are initially recorded at the amount of proceeds received, nét-of transaction costs: Borrotvings
are subsequently carried at amortised cost, with the difference between the proceeds, net of transaction costs;
and thé amouit due on rédémption ‘being récognised as a charge to the inconie statement over the period of the
relevant borrowing.

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

Borrewings are classified as cufrent liabilitiés unless the conipany has an unconditional riglit to défer seftiement
of the liability for at least 12 rmonths after the reporting date.

Share capital -

Ordinary. shares are classified as equity: Equity instruments aré measured -at the fair value of the cash or other
resources received or receivable, net of the direct costs ofii |ssumg the eqility instriments: 1f payment is deferréd
and the time valug-ofmoney is mateual the initial measurement is on a present value basis.

Dividends :
Dividend distribution: to the company’s shareholdérs is recognised as a lmbllny in thé .company’s ﬁnnncnal
statemients’in ihe period in which:the dividends are approved by the company.’s shareholders.
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Kier Holdings Limited

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

2 Accounting policies (continued)

Financial inStruments

Financial assets and financial liabilities ‘are recognised iri the Company's. baldnce sheet when the Company
becomes a party lo the ‘contractual provisions of the instrument. An assessment of whether a financial asset is
impaired is made at least at each réporting date:

The principal findncial assets and liabilitics of the Company are as follows:

(a) Trade receivables and trade pay'abie‘s
The Company has allocated receivables and payables dug within 12 months of the balance sheet date to current
with the remainder included in non-current.

lra_dc receivable is recognised when the Company has a right to consideration that is unconditional (subject
only'to the passage of time before payment is due). Trade recéivables do not carry interest and are stated at their
initial cost reduced by appropriate allowances for expected credit losses.

Trade payables on normal terms are not interest ‘bearing.and are stated at t]l,eir nominal value. Trade p‘ayab'les on
extended ferms, particularly in respect of land purchases, are discounted and recorded at their present value.

(b) Cash and cash equivalents

‘Cash and cash equivalerits in the cash flow statement comprise cash at bank and in hand, mcludmg bank
deposiis with ongmg! maturities of three. months or less, net of bank overdralts where legal right of set off
exists. Bank overdralis are included within financial liabilitiés in current:liabilities in the balance sheet.

(c) Bank and other borrowings

Interest-bearing bank and other borrowings are recorded at the fair value of the proceeds received, net of direct
issue costs. Finace charges, including premiunis payable on setilemént or redemption and direct issue costs, are
accounted for on an accruals basis in the income statement using the effective interest method and are added to
‘thé carrying valué ¢f the instrument fo the éxtent that they are not scttled ini the period in which they arise.

3 Critical accounting judgements and key sources of estimation uncertainty

The Company niakes estimates and assumptions concerning the future. The resulting accounting estimates will,

by definition, seldom equal the related actual results. The estimates and assumptions that have a significarit risk
of causing a.material adjustmicnit to the carrying amounts of assets and liabilities within the next financial year
are addressed below:

Carrying value of investménts

In accordance with IFRS 9, the Company has undertaken an exercise of calculating the expected credit losses on
the amounts die from fellow Group comnpanies. The Directors regard the relevant counterparties as having a
relatively low probability of default on the receivables and do not consider thiat there has been.a significant
increase in credit risk’ sincc the réceivable was first recognised. Only immaterial amounts of expucted credit
losses were calculated and, therefore, the Company has chosen not. to adjust the value of the loans for any
expected credit ldss provisions,

Impairment of recéivables

The Company. makes dn €stimate of the recoverable value of receivabies. Whén assessing the impairment of

receivables, ifianagement considers factors including the credit rating of the receivable; the ageing profile of
receivables and historical experiénce. Seé the trade arid other réceivables note: to the finanicial statements for'the

net carrying: amount of the receivables.

Tn preparing the financial statements the directors do not believe there to be any: significant judgements that
would affect th€ application of policies and réporting amounts of assets and liabilities, income and expenses.
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Kier Holdings Limited

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

4 Exceptional administrative expenses

2019 2018
) £ 000 £ 000
Impairment loss . _ 5.973 . 51009
Legal feés‘associated with exiting the Woking office. 1,688 -
Costs associated with the sale of Mouche! Limited 688 -
Costs associated with the sale of KHSA Limited 296" .
8,645 51,009

The impairment cost of £5,973,600‘is in‘relation to the impairment of the investiments in Kier Business Services
Limited (£5.604,000) and Kier Management Consulting Limited (£369,000) .

The impairment cost of £51,009,000 in the prior ycar' was in relation to:
 Impairment losses of £36,890,000 in respect of the investment value: of KHSA Limited (formerly Mouchel-
International (Jersey) Limited), and £4,272,000, in respect of the intercompany receivable owed by KHSA

Limited (see notes {1 and 12 respectively).

+ Impairment losses of £9,847;000 in relation to the impairnient of its investments in Kier Business Services
Limited, Kier Managément Consilting Limited, Kier Gas 302 Limited and HBS Facilities Services Limited.

The costs, associated with the sale of Mouchel Limited are in relation to its sale ta WSP European Holdings

Limited in thé year ended 30 June 2017.

5 Finance income )
2019 2018

£.000 " £000
Dividend incomie . 3,742
Interest received from group undertakings 4,527 6,457
4,527 10,199

6 -Finance costs
2019 2018
| £000 £000
Interest paid to group undenakings A 12,631 . 12,326

7 Staff costs
The Company had no em_pl(_)yee_:s__ duringthe year'(‘ZOIS,:- none).
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Kier Holdings Limited

Notes to thie Financiil Statéments for the Year Ended.30 Juine 2019 (continued)

8 Directors' remuneration

The diréctors did not réceive any emoluments. in respect of services to the Company (2018: £Nil) and they are
remunemxed by other Group companiés. It is not practical for the diréctors (o -allocate théir remuneration

b_uwee,n the companies they work for.

9 Auditors' remunération

Audit fées of £15;600 (2018: £13. 600) were botie by another group company.,. Kler Business Services Limited,

and have.not been rech'lrgcd

10 Tax on loss

Tax credited in the income staternént

2019 2018
£000 £ 000
Current taxation
‘UK corporation tax . (1.861) C(1,116)
UK corporation tax adjustment to prior periods - (2,167)
(1.861) (3,283)

The tax on loss.before tixation foF the year is lnghcr ‘than thé standard rate of corporation tax in'the UK (2018 -

higher than the standard rate of corporation tax in.the UK) of 19% (2018 - 19%).

Thg differencgs arc recongiled below:

2019 2018

£000 £000

- Loss before taxation: . (16.754) (53,141)
Corporation tax at standard rate . (3,183) (10,097)

Detiease in current tax from ‘adjustrnent for prior periods - (2,167)

Increase from ¢ffect of expenses not deductible in determining: taxable

profit / tax loss 1,322 9,692

Decrease frorm effect of dividends trom UK companies - (711)

Total tax crédit (1.861) (3,283)

Page 19




Kier Holdings Limited

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

11 Investments

Subsidiaries £000
Cost-or viil@latioh .
At I July 2018 ] : 259,101
Disposals (67,125)
At 30 June 2019 : ‘ 191,976
Provision
At 1 July 2018 206,598
Provision 5,973
Eliminated on disposals . (44,569)
At 30 June 2019 , o : : 168:002
 Carrying amount ] .
At 30 June 2019 _ 23.974
At30 June 2018 ' } 52,503

On 2] December 2018 the Company disposed of its intercst in KHSA Limited ("KHSA") for a total
consideration of AUS$43.7m (£24,457 ,000), of which AUSS$41.7m (£23,351 .000) was received on completion,
and the balance of AUS$2.0m (£1.106,000) is deferred subject to .satisfaction of future contrdctual
commitriients. KHSA participated in a joint operation providing road asset management and ‘maintenance -
_ services in Australia. An impairment of £36,890,000 in- respect of KHSA was recognised in the financial

stitements for the year ended 30 June 2018. At 30 June 2018 the carrying value of KHSA was £22,557,000,
bemg investment value of £65,973.000 less impairmeiit pmvnsnon of £43,416,000. Disposal costs of £2,196,000
have beén accrued.

"In addition the Company reviewed the carrying value of its investments compared ‘wilh theit trading’ position
-and net assets and concluded that impdirmenls to the Company's invéstments in Kier Business Services Limited
and Kier Management Consulting Limited of £5,604,000 and £369:000 respectively wer¢ réquired.

Details of the subsidiaries as at 30 June 2019 are as follows:

Proportion of
ownership interest'
and voting rlghls

Name of subsidiary Principal activity Registered office held
‘ ) : 2019 2018
- Kiér BUSihe‘s;Scn'ices' Désign -and business 81 Fountain Street, 100% 100%
Limited* services ‘Manchester, M2 2EE
: Eriglaiid and Wales
Kier Education Program management, ¥ Fountain Stieet, 100% 100%
Services Limited* FM dnd construction ‘Manchester; M2 2EE
) managemeiit England and-Wiles
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‘Kier Holdings Limited

Notes to the Fi ina_n,c_ial' Statéinents for the Yea'r Ended 30 J'ug'_é' 2019 ('cjo'ntinued)

11 Investments (continued)

Name of subsidiary

Kier Education
Investments, Limited*

Kier Ewan Limited*

‘Kier Management -
‘Consulting Limited*®

Kier Parkman Ewan
Associates Limited

Kier Rail Limited*

Kier Rail No:2 Limited

{in liquidation)

Kier Rail No.3 Limited

(in ligiiidation)

Kier Traffic Support
Limited*:

MPHBS Limited*

Parkman Consultants
Limited*

]f’%lrkman Kenya
Limited

Parkmian Nigeria
Lirited

Principal activity

Holding company

" Holding cb'mpany

Design and business

services

Do_rmgx;nt .
Holding company
Dermant
Do‘rmani
Dormant,
Holding comparny
Dormant
annant ‘

Dormant

Registered office

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

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

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

81 Fountain Strect,
Manchester, M2 2EE

_England and Wales

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

1 More London Place, Loridon,
SEIV2AF
England and Wales

| More Loridon Place, London,

SE12AF
England and Wales

‘81 Fountain Stregt,
Marichéstei, M2 2EE
England and Wales_

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

8]_ Fountain Street,
Manchester, M2 2EE.
Englé}nd and Wales

5th Floor, Agip Hoiise, P.O.
Box 41425, Nairobi

Kenya

9, N/ Azikiwe St., Lagos
Nigeria .

Page 21

Proportion of
ownership interest
and voting rights
held

2019 2018
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Kier Holdings Limited

N_Qte's‘tt-) the Financial Statements for the Year Ended 30 June 2019 (¢ontinuéd)

11 Investments (continued)

‘Proportion of
ownership interest
and voting rights

Name of subsidiary Principal activity Registered office " held _
_ ' 2019 2018
" The Impact Partnership  Dormant 81 Fountain Street, 80.1% 80.1%
(Rochdale Borough) ’ Marichester, M2 2EE

Limited* England and Wales
* indicates direct investment of the Company

Joint ventures
‘Details of the joint ventures as at 30 June 2019 are as follo\vs

Proportion of

Name of o _ _ ownership interest and
Joint-ventures Principal activity Registered office voting rights held
' : ’ 2019 2018

Hackiey Schools for ~ Delivery of the Building 81 Fountain Street, ’ 80%. 80%
thé Futuse Limited Schools for the Future  Manchester; M2 2EE
: programme for the England and Wales

London-Borough of

Hackney

Whilst the ownership percentage of Hackney Schools foi the Future Limited is 80%, the shareholders agreement
of the company requirés unanimous approval from both shareholders, theréfore, in the opinion 6f the directors,
thé Company is jointly controlled.

Assotiates ,
Details of thé assaciates as at 30 June-2019 are as follows:

Proportion of
ownership intérest and

Name of associate Principal activity Registered office voting rights held
) 2019 2018
Hackney Schools for  Delivery of the Building 81 Fountain Street; . 8% 8%
the Future 2 Lirited ‘Schobls-for the Futire  Manchiester, M2 2EE '
progianite [or the England and -Wales
London Borough of :
Hiackney ’

The Company holds an:investment in Hackney Schools for the Future 2 lelted mdxreclly through its, holdmg in
Héckney: Schools for the Fiiture Limited:.,
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Notes to the Financial Statements for the Year Ended 30 Juné€ 2019 (continued)

12 Trade and other receivables’

2009 2018

, £000 £000

Amounts due from.group. undertakings- ) 287,127 263,107
Acerued income ) 1,106 -
Othér receivables - 2,512
288,233 265,619

Amounts-due from group undertakings are net of provisions of £2; .606,000° (70l8 £36, 457 000) apainst potential.
non-payment by ‘fellow group subsidiaries.

Included within amounts due from group undertakings dre. interést bearing loans of £90,930,000 (2018:
£125,309,000). £78,592,000 relates to an- intércompany loan- onglnally owed to Mouchel Limited that was
transferred to the Company Interest is réceivable at_rates between 4.0% ahd 6.0% per annum. Also included.
within amounts due from group undertakings aie non-interest bédring loans of £22,676,000 (2018:
£22,676,000). All loans-are unsecured and repayable on demand. The remaining amounts due from group
undertakings are interest l'n.e unsecured and repayable on dernand.

13 Cash and cash equivalents

2019 2018

. £000 £000

Cash at bank 1,070 -
14 Trade and other payables

, 2019 2018

Current : £000 £000

Accruals and deferred income 2.197 -

Amounts ovied to group undertakings ) 267,787 152,082

Total curreiit trade arid other pfl\"'i'xble's : 260,984 1‘52";.082

Included within dniounts to group undertikings are interest bearing' loans of £208,752,000 (2018 £97,274,000),
Interest is charged at rates betieen 4% and 6% per annum. All loaiis are unsécured and repayable 6fi-déemand.
All other amounts are unsecired, repayable on demand and non-interest bearing.

_ 2019 2018
Non-currént ’ o £000 . £000
Amounts owed to-group undertakings . 46,153 153,062

Inchidéd svithin -amounts owed fo group undeftdkings are the following Ioans £46,153,000 (2018: £46,153,000)
bearmg intcrest at 6% per annum and repayable on 31 July 2036.and £Nil.(2018: £106, 909 :000) bearing interest
at 4% and répayable-on 30 Juié 2020. The l¢éns are unsecured.
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Kier Holdings Limited -

Notes to the Financial Statements for the Year Ended 30 June2019 (continued)

15 Loans and ‘bofrowing's- .
' 2019 2018

£000 . £000
-Current loans dnd borrowings : - . ‘
Bank overdrafts . B - B - - 2,038
16 Share capital
Allotted, called up and fully paid shares
. 2019 2018
No. ) £000 No. £ 000
Ordinary Shares of £1 each 2,935,304 . 2,9_35 ©2,935,304 2,935
Irredeemable Prefercnce Shares of :
£0.0t each ) 3,398.569 34 3,398,569 © 34
6,333,873 2,969 6.333,873 2,969

17 Dividends

During the year an interim dividend of £Nil (2018 £30,000,000) was paid to the holders of the Ordinary Shares
‘of £1 each in the Company. The dircctors do not recommend payiment of a final dnwdend in respeot of the
finaricial yéar ended 30 June 2019.

18 Parent of group in whose consolidated financial statements the coiipany. is consolidated

Thc name of the -parent of the group in whose consolidated financial statements thé Company's financial
statements are consolidated is Kier Group pic.

These financial statements are available iipon request from Companies House and at www.kier.ca.uk.

19 Parent and ultimate parent undertaking:
The _C_o,mpan}"s immediate parent is Kier Finarice Limited.

The ultimate parent is Kier Group plc.

The most senior parent éntity producing publicly. available financial Statements is Kier Group plc. These'
findncial statements are avaijlable upon request from'Companies House and at wwi.kier.co.uk:

. The ultimate controlling party is Kier Group plc.
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Kier Holdings Limited

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

19 Parent and ultimate pn'}-cnt undertaking (continued)

Relationship betwéen entity and parénts
The parent of the largest group in which these Fnancnal statéménts are consolidated is Kier Group plc,
incorporatéd.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 wwwv.kier.co.uk.

The parent of the smallest -group in which these financial stalemenls ~are coiisolidated is. Kiér Limited,
incorporated in England and Wales.

The address of Kier Limiited is:
81 Fountain Street

Manchesler

M2 2EE

The financial statgments of Kier Limited are available from Companies House.

20 Impact of COVID-19 on the Financial Statements
Subsequent to the 30 June 2019 balance sheet date, the world has been impacted by a global pandemic.

This pandemic has had a significant impact- on the Kier' Group, both operationally and financially. Decisive
minagement actions led to Kier implémenting the following self-help measures: .

» Temporarily closed all sites to ensure that we could operate safely. Through the application of Site Operaung
Procédures issued by the Construction ‘Leadership Council we were able to keep about 80% of our sites open
throughout the period: ‘Currently all sites are now open.

» Asked ¢.6,500 employecs -to take a temporary pay reduction for thie -three moiiths to 30 June 2020. These
reductions depended on séniority and rariged between 7.5% to 25%.

» The Group furloughed ¢.2.000 employees through' the permd As at 31 July 2020 lhere were none left on
furlough.

» The'Group also deferred varlous taxation payniénits duririg the. period dsallowed by the Government.

» All discretionary ‘spend including capital expenditure was reduced to a minimum.

» The closure of the former headquarters at Tempsford Hall in Bedfordshire was brought forward to 30 April
2020 from the prévidusly announced date of 30 June.2020.

y Through strong relationships with the members of oirr banking syndicate and other debt providers they all
agreed waivers-to the Group’s financial covenants, for the year ended 30 Junie 2020.

y Paused reducmg utilisation of the Kiet Early P'\ymcnl Schenig (‘KEPS’).

The [imipact of COVID-19 was subsequént to thc balance sheet datc and has had no lmpact on the results of. the

respecl of the Companys receivables from related partlcs or the carrying value of the Companys investments.
We estimate that the increase in the Company's expected credit logses as-a result of COVID-19 is approximately
£8,000,000. Consideration as to the impact on the Company s going concern assumption has been-given on page
4,

The Company anticipates that Kier Group ple will be able:to proyide financial support if required, to'enable the
Campany to meei its liabilities and obligations as and when they fall dug, for a period-of at least 12 months from’
the date of signing the finaricial Statéments.
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