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About us

The value proposition of Hargreaves
Services plc is built on delivering key
services to the industrial and property
sectors and on supporting the growth
of its German joint venture.

Hargreaves operations are managed across the following structure:

Services

Services provides critical support to
many core industries including Energy,
Enwvironmental, LK Infrastructure and
certain industries thraugh the provision
of materials handling, mechanical and
electrical contracting services, logistics
and major earthmoving.

(&) Read more at www.hsgplc.co.uk

Land

Hargreaves Land is focused on

the sustainable development of
brownfield sites for both residential
and commercial purposes.

Hargreaves Raw
Material Services

Trades in specialist commodity
markets and owns DK Recycling,
a specialist recycler of steel
waste material.



Highlights of the Year

1 Sirategic Report 2. 1

Strong net cash position.
Profit before tax increased to £14.4m from £2.2m.
Full year dividend of 19.2p proposed compared to 4.5p.

Trading Revenue of £204.8m {2020: £222.2m}
Underlying* Profit before Tax of £21.2m (2020: £43m)
Basic underlying® EPS of 70.7p {2020: 199p)
Services Revenue reduced as expected to £193.0m (2020: £276.0m) primarily due to HS2 contract
mobilisation delays
Hargreaves Sales of first plots at Blindwells delivered
Land £25m sale of the first logistics development at Unity joint venture achieved
German Strong trading performance with Underlying* Prcfit after Tax of £13.6m (2020: £1.6m}
Joint Venture DK Recycling delivering profitable performance following acquisition in December 2019
Exceptional £4.6m of goodwill impairment following exit from coal trading activities
Items £2.2m of contract losses recognised on legacy civil contracts which are now all settled
Board Nicholas Mills appointed as Non-Executive Directar on 9 September 2020
Balance Net Cash** £16.5m (2020: £28.1m net debt) including £28.3m of net cash at bank
Sheet (2020: £13.5m net bank borrowing)
Net Asset Value™* per share at 31 May 2021 of £4.47 per share (2020; £4.03}
Dividend Final dividend of 4.5p {2020: 4.5p) and additional dividend of 12p {2020: nil p) proposed

1, Strategic Report 2. Directors’ Report 3. Financial Statements

I Highlights of the Year 24 Board of Directors 38 Independent Auditors’Report

2 Chairman's Statement 25 Directors Repart 44 Consolidated Statement of Profit and

4 Group Business Review 29 {orporate Governance Loss and Other Comprehensive lncome

6  Operating Review 33 Remuneration Report 45  Group and Parent Company Balance Sheets
10 Financial Review 37  Statement of Directors' Responsibilities 48 Group and Parent Company Statements

of Changes in Equity
51 Group and Parent Company
Cash Flow Statements
52 Notes (forming part of
the financial statements)
95  Alternative Performance Measure Glossary
Notes: 96 Notice of Annual General Meeting
Underlying results are stated prior o exceptional items, impaiment of intangible assers and fair value adpustments. ~ Hargreaves Services plc

See Altemnative Performance Measure Glossary. page 93 IBC Shareho!der Information
“* Nercash and net asser value defined in glassary on page 95

12 Audit & Risk Committee Report
14 Risk Management
18  ESG Environmental, Social & Governance

AnnualReport and Accaunts 2021 1



Chairman’s Statement

Roger McDowell, Group Chairman

The Board has developed three strong
pillars for value creation, delivery

and realisation.

Preface

Throughout the last firancial year, the Covid-19
pandemnic has continued to impact all of our
lives, both in gur home and ouwr business
environments. The Board has continued to
prigcitise the health and safety of our
employees above all else throughout the year.
Qur business operations, both on site and
within our offices, have complied with strict
proteccls including social distancing, the
wearing of face coverings, the frequent washing
of hands and the provision of hand sanitiser,
Many of our office based staff have worked
predominantly from home for well over a year
now and, whilst this has some disadvantagesin
terms of a lack of personal interaction, | have
been and continue t0 be most impressed and
grateful for the way in which our people have
delivered tremendous service to all of our
stakeholders in these challenging
chreumstances. Sadly, tweo of our colleagues
have died from Covid-19 since the pandemic
began and our thoughts are with their families
in cheir time of grief.

Introduction

| am very pleased tc be reporting a very strong
sat of results which have been delivered against
the backdrop of the Covid-19 pandemic through
the efforts and dedication of our employees and
those of our joint venture colleagues.

Results

Revenue was £204.8m (2020: £222.2m). This
reduction was expecied following the delays
to the fult mobilisation of the HS2 project.

Underlying® profit before tax for the year

was £21.2m, some £16.3m higher than the

prior year (2020; £49m). This increase is
predominantty due to the performance of the
Group's German joint venture Hargreaves Raw
Materials Services GmbH (HRMS) contributing
£13.6m (2020: £1 6m) and that of the Hargreaves
Waystone Land LLP joint venture {Unity JV)
which contributed £4.1m (2020; £nil) o the
Group’s underlying profit before tax. Further

information on the trading performance of the
Group's businesses is given in the Chief
Executive's Group Business Review.

The profit after tax for the year was £16.4m
(2020: £4.3m}. Basic underlying earnings per
share were 70.7p (2020: 199p) and 508p
(2020: 13.4p) on a reported basis.

Impairment of Goadwill and

Exceptional items

Total non-recurring costs of £6.8m have been
recognised in the year, all of which are non-cash
iterms, On 24 December 2020, we announced
the sale of our speciality coal inventory to HRMS
which foliowed on from our cessation of mining
activities in July 2020. As a result, the Board has
impaired £30m of goodwill associated with

the traditional coal business and additionally
has impaired £1.6m of goodwill related to

the Maxibrite smokeless briquette business.

I am also pleased to note that all legacy civil
engineering cortracts have now been settled

which has resulted in a £2.2m exceptional charge.

Net Cash

Net cash including all leasing debt was

£16.5m (2020: net debt of £28.1m}. The Graup
had £28.3m of cash at bank at 31 May 2021
compared with net bank borrowings of

£13.5m at 31 May 2020 All of the Group's

debt is now comprised of leases with no net
bank borrowings. The sale of our speciality
coalinventary combined with lower capital
expenditure and working capital reductions
have put the Group on a very strong financial
footing. The Board expects the Group's net
cash position to reduce steadily throughout the
year ending 31 May 2022 as capital expenditure
for the HS2 project, which will be eased
equipment in the main, increases,

Refinancing

The Board has terminated the Group's previous
asser based lending banking facility and has put
in place an Invoice Discounting Facility which
has a maximum leve! of £12 0m and is secured

by a charge over some of the Group's debtors.
This facility is seen as useful in managing

any unforeseen working capital fluctuations,
however none of the Group’s forecasts indicare
that the facility will be utilised. The Group has
changed banks to Santander UK, and the
Board thanks it for its innovation and support
in putting our new banking arrangements

in place. These new arrangements mean that
the Group has no standard bank debenture
over its assets and no banking covenants.

Following the refinancing of the Group as
outlined above, the Group's financing is no
longer dependent on bank borrowings.
Notwithstanding that, a sigorous review of
cash flow forecasts including testing for a range
of challenging downside sensitivities has been
undertaken. These sensitivities include testing
without utilising the invaice discounting facility.
Mitigating strategies to these sensitivities
considered by the Board exclude any remedies
which are not entirely within the Group's control.
As a result, and after mazking appropriate
enquiries including reviewing budgets and
strategic plans, the Directors have a reasonable
expectation that both the Company and the
Group have adequate resources to continue in
operational existence for the foreseeable future.
Accordingly, the Board continues to adopt the
going concern basis in preparing the Annual
Report and Accounts.

Dividend

On 27 January 2021, the Board announced
aninterim dividend of 2.7p per share, which
was eguivalent to the interim paid in 2019,

The interim due to be paid in April 2020 was
cancelled as the Board was unsure then of the
potential impact of the Covid-19 pandemic.
The Board is now proposing a final dividend

of 4.5p {2020; 4.5p) together with an additional
dividend of 12p (2020: nil) which it plans to pay
following the receipt of an equivalent sum from
HRMS, making a total dividend of 19.2p per
ordinary share for the year ended 31 May 2021.

Hargreaves Services plc



“I believe that the Board
has developed a clear
strategic approach which
both simplifies and clarifies
the value proposition

for investors.”

If approved at the Annual General Meeting,
these dividends will be paid an 29 October 2021
to all shareholders on the register at the close
of business an 17 September 2021, The shares
will become ex-dividend on 16 September 2021.
Subject to HRMS maintaining the requirements
of its barrowing arrangements, the 8oard
intends to continue to pass through an
additional 12p per share dividend from HRMS
1o Hargreaves' shareholders annually for the
next few years as previously yndistributed
prafits are repatriated to the Company.

Hargreaves Raw Material Services GmbH
As can be seen from these results, HRMS,
together with its subsidiary, DK Recycling und
Roheisen GmbH [*DK7), has performed very
strongly, contributing £13.6m (2020: £1.6m) to
the Group's underlying profit hefore tax. Whilst
favourable market conditions have bepefitied
the business, the Board wishes to congratulate
the managerment of bath HRMS and DX on their
ability to capitalise on those ¢onditions and on
delivering the improvemnents to operational
efficiency and the cost reductions which they
have been able to achieve. It remains vnclear
how long these beneficial trading conditions
will endure but HRMS has started the new
financiat year strongly and the Board has already
indicated that HRMS' contribution to market
expectations for the financial year ending

31 May 2022 is tkely to be much greater than
previously expected.

Board Changes

During the year, Nicholas Mills was appointed tc
the Board as a Non-Executive Director, Nicholas
is employed by Harwood Capital LLP, our largest
shareholder, and his perspective and broader
financial and business experience is providing
valuable insight.

Covid-19

The Group has traded resiliently throughout
the Covid-19 pandemic and the Board does
not currently consider it to be a maternial threat
to its operations.

Brexit

Following the UK's exit from the single market
on 1 January 2021, the Board has not identified
and does not foresee any materiatimpacton
the Group's trading activities.

Strategy

The Board has developed thiee strong pillars
on which to create, deliver and realise
shareholder vatue.

First, it intends to continue 1 deliver reliable
and growing profits in its Services businesses,
focussing on growing the proportion of
revenue which is derived from term contracts
and frameworks. This approach shou'd lead

to improved visibility of future revenue and
sustainable margins with growth coming
arganically by expanding the service provision

to both new and existing customers and through

a focus on contract selectivity Other than the
leasing of plant, the Services business does not
require the allocation of substantial capital.

Secondly, the Hargreaves Land business is
focussed on realising the inherent value of the
Group's existing property portfolio. The Board
intertds to complement that with pastnering

and option arrangernents to take advantage of

both residential and commercial development
oppertunities in the North of England and
Scotland where Hargreaves has strong local
relationships and an establishad presence.
Results are already beginning to benefit

from this approach which does not require
substantial additional capital to be allocated.

(L
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Thirdly, the Board believes that its investment

in the HRMS joint venture has the potential

to deliver substantiat shareholder value in the
next few years. The Board considers it likely that
HAMS would benefit in due course from being
part of a farger, more spedialised business and it
plans to explore strategic options far HRMS with
its professional advisors over the course of the
next several months.

Qutlook

| believe that the Board has developed a clear
strategic approach which both simplifies and
clarifies the value proposition for investors. The
Group's balance sheet, which castes no net
hank debt and which is essentially free fram
third party security, provides a sirong and
resilient platform from which to create, deliver
and sealise that value. The Board looks forward
to the year ending 31 May 2022 with confidence.

Roger McDowell
Chairman
37 JulyRe)

AN

* Underying Profir befare Tax is defined by the Board as Profit before Tax prios o exceptional items. impairment of intangible assets and fair value Adjurments, The Baard uses this measure
as a Key Indicator in assessing the nanciat performance of the Group throughout the year and belleves that its disclusure benefits readers of the financial staterments.
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Group Business Review

Gordon Banham, Group Chief Executive

The Group has made great progress
in positioning its businesses for

the future.

Services

The Services business recorded revenue of
£193.0m (2020: £216.0m). The decrease in
revenue was expected due to the impact of
delays to the full mobilisation of the HS2 project
which atso impacted underlying profit before
tax which reduced to £5.1m (2020: £6.9m).

The performance of the business units within
Services is set out below.

HELM

The business unit farmerly known as Production
& Distribution has been regrganised following
the cessation of coal mining and the sale of

the speciality coal inventory to HRMS for £24m
in December 2020. The business unit has been
rebranded as Hargreaves Environmental,
Logistics and Minerals (HELM). Underlying profit
before tax reduced to £3.3m {2020: £3.Bm)
largely due to the cessation of coal related
activities. Logistics contributed £2.2m (2020:
£2.3m) to that result. Following the cessation

of the coal business, revenue is expected to
decline in the year ending 31 May 2022,

Industrial Services

Reverue was lower at £774m (2020: £86.4m)
but profit before tax increased by 14% to £4.2m
{2020 £3.7m), a margin of 5.4% (2020: 4.3%).

The reduction in revenue resulted primarily
frcm the UK business transitioning away from
mrinly supporting coal fired power stations and
the decision by British Steel to take the services
provided by Hargreaves inhouse. The Asian
business experienced a modest reduction

in activity levels due to Covid-19 but mast
significantly secured an appointment to a three
year Power Distribution contract with CLP
Pawer Services, extending the range of services
pravided to this client. Margins improved
thraugh further contract selectivity which will
continue to be a key area of focus. During the
year, the Industrial Services business secured a
number of other framework and term contract
positions and currently has visitility of over

70% ofits budgeted revenue far the year
ending 31 May 2022.

Specialist Earthworks

The Specialist Earthworks business recorded
revenue of just £3.5m (2020;: £203m) and a loss
before tax prior to exceptional termns of £2.4m
(2020: ioss of £09m). The reduction in revenue
was caused by the delay to the fuil mobilisation
ofthe HS2 project following the completion of
the successful A4 project in the prior year. In
March 2021, the business was appointed by the
Kier/Eiffage/Bam/Ferrovial joint venture to carry
out a £120m earthmoving contract on the C2
section of the HS2 rail project centred around
Aylesbury, providing strong visibility of revenue
far the naxt four years. Although werks on site
have now commenced, the programme of
activity is likely to be weighted to the second
half of the year ending 31 May 2022 with full run
rate not being reached unitil the following
financial year.

| am pleased to repart that all of the legacy civils
contracts inherited with the acquisition of C.A,
Blackwell have now been settled. This resufted
ina £2 2m (2020: £1 4m) non-cash charge in

the year, which is recorded as exceptional. The
contracts are nowy in their defects periods with
appropriate accruals being held to meet any
frabilities The business is attending to these
miatters with its supply chain to enable the
collection of retentions.

Hargreaves Land

Hargreaves Land contributed £11.8m {2020:
£6.2m) of revenue and a profit before tax of
£6.3m (2020 loss of £0 3m). This includes £4.1m
{2020: £nil), being the Group's share of the
prafits from the Unity joint venture,

At the major Blindwells site near Edinburgh,
completion of the first sales of fully serviced
plots to Bellway and Cruden Homes were
achieved and a further conditional sale to
Persimimon was exchanged which is expected
to complete in the year ending 31 May 2022.
£6.3m {2020: £8.0m) of gross infrastructure cost
has been invesied in the site during the year,
which is included in Inventory in the Group
Balance Sheet.

In April 2021, we anncunced that the Unity joint
venture had completed the £25m sale of the
first major logistics contract at its mixed use
developrnent site located at Hatfield, South
Yarkshire several months earlier than originally
expected. The transaction was accelerated at
the client’s request. Unity is a 50:50 joint venture
with regional developer Waystane Limited

and consists of 250 hectares of land of which
60 hecrares is allocated for employment and
cammercial uses with the remainder having
planning consent for 3,100 residential
properties. The construction of a new spur

road which provides access to the logistics site
has been started with completion expected

in the year ending 31 May 2022.

Hargreaves Land's strategic goal is that of a
property developer rather than as a long-term
owner of investrment properties. It looks to
exploit approgriate opportunities whilst
restricting the amount of capital 1o be invested.
An example of this type of project is a scheme
at Bridlington which commenced construction
in Decerntier 2020. With a Gross Development
Value of £95m, it comprises 44,000 sq. ft.

of pre-let retait warehousing on a site of
around four acres. The scheme is now under
construction and is due for completion by

the end of 2021.

Central Costs

As noted last year, after allocating finance

costs to the business segments of £0.7m

{2020. £0.5m), Central costs have risen to £3 8m
{2020: £3.3m) as a resuit of increased insurance
costs in a hardening market. These costs are
expected © reduce in the year ending 31 May
2022 but not by encugh to revert to 2020 levels.

Hargreaves Services plc



“Great opportunities

" lie ahead for the Group
and I look forward
to further progress
in the coming year.”

Hargreaves Raw Material Services GmbH
The Group’s German joint venture, HRMS,
contributed £13.6m {2020. £1.6m) 10 underlying
profit before tax, The second half of the financial
year in particulas has benefitted from strong
pricing in certain cammadity markets and the
HRMS trading team, which has always been
adept at taking advantage of market conditians,
has produced outstanding resules. This is in
conjunction with the improvements at DK
which has returned to profitability after several
loss making years prior (o the acquisition by
HRMS in Decernber 2019,

The turnaround at DK has been realised through
2 combination of management change, cost
reduction and imgrovements 1o aperating
processes. These changes have brought benefit
to the Group more quickly than anticipated.

DK has also benefitted from strong demand
and pricing in certain markets, particularly for
pigiron and zinc.

HRMS Carbon Pulverisation Plant ("CPP*) is now
commissioned and is producing product for
DK as well as supplying quaritities of tral
material to other potential customers A total
of 70kt of material was processed in the year
ended 31 May 2021. The CPP made no profit
contribution in the financial year,

Looking to the year ending 31 May 2022, there
¢an be no certainty that the favourable market
conditions will endure, althcugh as announced
on 22 July 2021, forward trading positians have
been taken out which give confidence to the
Board that HRMS can continue to benefit from
these market conditions throughout the first six
maonths of the year ending 31 May 2022 at least.
After a year of great progress, HRMS is well on the
way to becoming a more stable and consistent
provider of material profits to the Group.

Annual Repoit and Accounts 2021

Summary

The decision to cease coal mining last July and
subsequently to terminate all direct coal related
revenue generation in December 2020 was a
significant step in the transition of Hargreaves
away from its traditional business soots. The
Group has made substantial progress this year
in positioning each of its businesses for the
future and that progress has been made against
the backdrop of the Covid-19 pandemic. It has
only been achieved through the commitment
and efforts of cur employees and my thanks go
to each of them. Great opportunities fie ahead
for the Group and | ook forward to further
progieess in the coming year.

Gordon Banham
Group Chief Executive
27 luly 2021
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Operating Review

Hargreaves now has a

clear pathway for growth

and value creation.

Services

Following the cessation of mining and the sale
of all speciality coal inventary, the Services
businass has been reorganised to focus an the
key markets of energy, environmental, industrial
and infrastructure. Margreaves’ customer
offering to these markers includes bulk logistics,
materials handling and specialist earthmoving
butincreasingly we are focussed an growing
our capability in mechanica! & electrical
engineering, minerals and environmental
services. Each of these customer offerings
features similar margins and we are increasing
the amount of work derived from frameworks
and termn contracts o imprave revenue visibility.
To address the custamer base most effectively,
the management structure s organised into
three business units which comprise these
offerings being HELM, Industrial Services and
Specialist Earthworks.

HELM

The business unit (previously known as Production
and Distribution) has fully transitioned away
from coal and is now focussed on three key
aspects: Environmental, Logistics and Minerals.

Environmental

Our erwironmental business unit prncipally
operates in Scatland and is focussed on the
remediation of former opencast mining sites
The team secures and spreads organic
recovered material (e.g. sewerage sludge and
recycled compost) to create soil conditions
which meet the approved organic composition
and structure for forestey tree planting.

Te date, the business unit has remediated cver
1,800 acres of land across five sites, handling
approximately 130kt of incoming materials per
annum. In addition, the team provides
professional services to restore and remediate
third party land and the expansion of these
professional, environmental services is a key
development area for the business.

Until row, the Group has chosen to sell the
remediated land to Forestry & Land Scotland for
tree planting. We are now carrying out a review
0 assess the potential additional value that
could be created from expanding the business
unit to enhance the land through direct tree
planting in order for the Group to benefit
through carbon sequestering and offsetting,

a rapidly developing market in the UK.

Logistics

The Group operates a transport fleet of over

100 trucks providing bulk haulage into the
waste, recycling and construction markets. The
business is focused on servicing the waste sector,
in particular Energy from Waste plants and
clinical waste, as well as the haulage of fertilisers.

The medium term focus of the Logistics
business is to consolidate its pasition within the
waste and fertiliser markets which are anticipated
o remain stable over the next 5-10 years, These
sectors have been largely unaffected by Covid-19
as they are key industries within the UK.
Furthermare, in particular within Energy from
Waste, contracts for service are typically longer
term praviding greater visibility of revenue and
stability in profitability.

Minerals

The rinerals team is drawn from the experience
developed from the Groupy's wide range of
mining activities, gained over many years. Coal
mining ceased in July 2020 and subsequently all
remaining coal inventcry was sold, terminating
ali material coal related revenue activities. The
team is currentiy working with Tungsten West
Limited (“TWL") to finalise the mining plan for the
Hemerdon Tungsten & Tin ming, located in
Devon, TWL acquired the mine from Hargreaves
in late 2019 following the demise of Wolf
Minerals Limited. TWL. has appointed Hargreaves
10 an exclusive 10 year mining services contract.
The re-opening of the mine is dependent on
TWL proving the mine’s viabikty and raising the
niecessary fimance. TWL are aiming to conclude
these matters during 2021, with mining
operations patentially commencing in late 2022,

Whilst supporting the Hemerdon mining
project the minerals team is now also providing
professianal services into the UK quarrying
sector which is a potential sector for further
growth for the business unit

Industrial Services

The Industrial Services business is a leading
provider of outsourced bulk materials handling
and mechanical 2nd electrical engineering into
all of the Group's key target markets.

UK

The UK operations are focused on materials
handiing around industrial complexes,
supplemented by a growing mechanical

and electrical engineering capability. The
expertise of the business in materials handiing
complements its ability to construct, repair
and maintain the associated equiprment

and to provide clients with a total solution

1o their needs.

Ouring the yeax, British Steel elected to take
back in house some services provided by the
business as the self-defivery model is favoured
by their Chinese owners, fingye, which means
that revenue is likely to reduce in the year
ending 31 May 2022.

The business strategy Is 1o focus on higher
margin mechanical and electrical engineering
contracts as the business transitions from its
traditional custormer base, This strategy was
validated by the appointment to a three-year
framework contract with Severn Trent, a new
customer, 1o pravide maintenance, repair,
removal and installation of clean and waste
water assets. In addition to the Severn Trent
contract, the UK business has also secured
two other framework contracts with Drax and
Uniger for five and three years respectively.
Both frameworks have two years of extension
options. These contsacts help 1o generate
predictable, sustainable earnings over the
medium term and provide a strong and stable
platform for growth,

Hargreaves Services pic



Key Markets

24%
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37%

Industrial

20%

Revenue by
Market

Energy

19%

Infrastructure

Asia

Overseas operations are focused on Hong Kong
and are principally concerned with supposting
power generation, During the vear, the Group
has been appointed 1o two three-year
framework arrangements, both of which have
extension optians, at the Castle Peak and Black
Point power stations in Hong Kong. These
frameworks atlow for the provision of
maintenance, repair and refurbishment of boilers,
condensers and other critical compenents.

The Asian business was also appointed as a
contractor to CLP Power Hong Kong (Pawer
Systemns) for distribution overhead line works.
This is for a three year period with extension
options for up to a further three years. The work
encompasses the inspection, installation and
both emergency and planned maintenance of
part of the client’s low voltage power distribution
network. This contract marks a significant
broadening of the scope and range of services
that our Asian Industrizl Services business offers.

Business growth is based upon widening the
range of services pravided to existing customers
as well as penetrating new customners cutside of
the power industey and in territories other than
Hong Kong. To suppart this initiative, an office
has been established in Malaysiz, although
currently this provides only back office support
as travel in the area has been severely restricted
due to Covid-19,

Specialist Earthworks

Blackwell is one of the leading major earthworks
contractors in the UK and was appointed

in March 2021 by the EXFB JV to carry out
earthmoving on part of the HS2 project.

The subcontract appeintment is for 30km of
the H52 earthworks centred on Aylesbury in
Buckinghamshire and involves the movement
of nearly 15 million cubic metres of chalk and
clay over the next four years, The award is the
largest in Blackwell’s 65 year history.
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The successful history of Blackwell was builton
the back of major infrastructure projects within
the UK including Heathrow Terminal 5 and the
Olyrnpic Park, This core competency has been
further demonstrated by the successful delivery
of the Al4 upgrade project. Future opportunities
include major earthmaving works on other

large scale energy, ransport and infrastructure
projects, particutarly within the South of England.

HargreavesLand

The substantial land portfolio arising from the
Group's historic mining activities is now being
supplemented by additional development
opportunities This wilt altow the Group not only
10 coniinue to unlack and enhance the value

of existing property assets but also create
further value through securing, developing

and then realising value on a pipeline of new
development projects.

Hargreaves Land will continue to maintain
broad geographical and sector exposure

and undertake development projects
predominantly on a pre fet and/or forward sold
basis enabling it to optimise the returm on its
applied capital. It identifies, develops and then
realises value from opportunities, either in its
own right of thiough pastnership structures
where appropriate, 1o manage levels of capital
allocation and risk. Hargreaves Land is not
looking to become a property investment
company where capitalis tied up for many
years. However, there are certain projects
already owned by the Group that may be held
as investment proparties for the medium term
to supplemnent income whilst the business is
in its early phases or where value is expacted
to be optimised at a later date.

Environmental

Hargreaves Land has seen a robust recovery
foliowing the initral disruption to its markets
caused by Covid-19 and it was able to complete
a number of significant transactions in the year,
notabiy the first two plot sales at Blindwells,
near Edinburgh, and the accelerated
completion of 3 iarge lagistics plot sale at

its 650 acre mixed use Unity )V development
near Doncaster, South Yorkshire.

Momentum in the property seciors the
Company is most invohved in, notably residential
land and logistics, has continued to build with
sustained strong dermand continuing to be seen
from house builders, funders and commercial
occupiers. This is reflected in the exchange of a
further conditional contract at Blindwells for the
sale of a 12 acre plot Lo another national house
builder and the high levels of interest being
received al the Unity development. This gives
the Board confidence that the robust recovery
experienced by Hargreaves Land this year will
continue, enabling it to deliver as planned and
allow the company to cantinue to grow across

a number of regions and sectors.

Hargreaves Raw Materials Services GmbH
("HRMS",

HRMS is a joint venture of the Group based in
Duisburg, Germany. It is an established supplier
of specialist raw materlals into many heavy
ingustries within Germany and the rest of
Europe, including the steel, foundry, sugar,
insulation, and ceramic industries, Additionally,
foliowing HRMS's purchase of speciality coal
from Hargreaves in December 2020, the
business supports residual UK markets, Whilst
this trading business continues to thrive, cver
the last few years HRMS has invested in a
Carbon Pulverisation Plant ("CPP*} and acquired
a steel waste recycling business, DK Recycling
und Roheisen GmbH ("DK"). These strategic
decisions mark a significant shift in the nature
and balance of the overall HAMS business and
provide greater visibility of revenue whilst
mitigating the trading business’ exposure to
market demand fluctuations.



Operating Review continued

The CPP is now producing material. This
pulverised material provides the opportunity
to displace brown lignite coal, a highty polluting
form of coal used in many German industries,
with a cleaner alternative. The CPP is located in
Duisburg on the Rhine with excellent logistical
access by road, river and rail for suppliers and
distribution for finished product. The nearest
equivalent plant is over 200 miles away
providing a strong logistical advantage to
supply into the heartland of industrial Germany.
The plant has the capacity to produce 400,000t
of pulverised carbon per annum with the
addressable total market estimated to be
around 2,000,000t per annum. Trial product is
being supplied to potential new customers
who tend to place annual calendar year supply
contracts in the late autumn of the preceding
year, The plant’s current output is at an
approximate break even level,

DK i5 ong of the world's largest recyclers of
ferous wasie materials from the foundry and
steel industries, It takes waste product and
recyctes it into pig iron which is then used in the
manufacture of stee! products. During the year,
overhead savings and changes 1o operatng
procedures, combined with favourable market
conditions, have enabled DK to return to
profitability after some lossmaking years.

DK provides foundry operators and steel
manufacturers with an attractive alternative

to simply storing or burying waste material

Key Performance Indicators

The Group has established a number of Key
Performance Indicators ("KPis") which are used
to measure its performance in a number of areas.
These include some non-financial measures which
refiact the Board's emphasis on health and safety.

The KPIs for the Services business include:

+  Underlying profit before 1ax against budger
Return on capgital employed against budget
Average working capital against budget
Last time accident ratios 2gainst annually
determined minimum iargets
“Near Miss” reporting

The KPis for the Hargreaves Land business include:
- Underlying profit before tax against budget
Cash performance against budget
Return on capital empioyed against
individual project targets

Group level XPls include:
- Underlying profit before tax against budget
- Net debt (inclusive of leasing debt}
against budget
tost time accident ratios against annually
determined minimum targets

The Group achieved all ofits KPIs in the year
ended 31 May 2021 Similas challenging KPIs
have bieen set for the year ending 31 May 2022,

Summary

Following the cessation of coal related activities,
the Group's operations are continuing to evolve
and adapt to the challenges and opportunities
in the broader market. The emphasis on growing
the mechanical and electrical engineering
capability within Industrial Services and the
maturing of Hargreaves Land have been angaing
for a litsle while now. | am particularly excitert by
the new opportunities being identified in bath
Minerals and most notalaty Environmental
Services. These rmarkets and a focus on
operations where we have already established
our capability and reputation provide a clear
pathway for growth and value creation.

By order of the Board

Gordon Banham
Group Chief Executive
27 July 202!
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Financial Review
John Samuel,
Group Finance Director

The Group is now essentially
free from banking security
and in a strong cash position.

Results

Group revenue from continuing activities was
£204.8m (2020: £222.2m) with underlying profit
before tax of £21.2m {2020: £4.9m). The reduction
in revenue is primarily gue to the delays
experienced on the H52 praject within Specialist
Earthworks. Underlying profit before tax is
defined by the Boaid as profit before tax prior

1o exceptional items, impairment of intangible
assets and fair value gains on acquisition.

The increase is mainly attiibutable to the
perfarmance of the Group's joint ventures which
contributed £177m (2020: £1.6m) 1o underlying
profit before tax. Thisis a key performance
indicator for the Board in measuring the Group's
financial performance throughout the year.

The Group incurred net exceptional charges

of £2.2m (2020: £).7m} which resulted from final
account agreements on legacy civils contracts.
Additionally, impairment charges on intangitle
assets of £4.6m (2020: £1.6m) have been recorded

Net finance expenses were £1.2m {2020: £1.3m).

The Group recorded £17.7en (2020: £2.1m) of
profits from joint ventures. Of this, £13.6m was
attribukable to the German joint venture which
is stated after tax in accordance with iFRS and
£4.1m was attributable to the Unity joint venture
in Hargreaves Land. That sum is stated before
tax as Unity is an LLP.

This results in profit before tax of £14.4m
(2020 £2.2m)

Taxation

The income tax credit for the year is £2.0m
(2020: £2 1m). The credit has been heavily
impacted by the change in the rate at which
deferred tax is measured increasing from 19%
to 25% which creates a credit of £27m. In the
prior year, the change in tax rates created a
£09m credit.
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Conte i el

In 2011, after taking professional advice, the
Group engaged in a disclosable tax planning
scheme relating to leasing, the legality of which
has been challenged by HMRC. In previcus
years, the Group has paid all cash payment
obligations in relation to the scheme to HMRC.
The Board has been advised that the scheme
was lawful The matter was heard by the First
Tier Tribunal in June 2019 and In a decision
released on 23 March 2020, the determination
was in favour of HMRC. Foliowing further advice,
the determination has been submitted for
appeal. The Group is one of five appellants in
the matter, who would benefit frorn a successful
outcome of this case. Itis not yet known when
the appeal may be heard The Group is not
carrying any asset related to this case and has
provided for associated professional fees.

Cash Flow

The profit for the year of £16.4m (2020: £4.3m}
generated net cash inflow from operating
activities of £45.2m (2020: £7.1m outflow)

after adjusting for depreciation of £6.6m

(2020: £19.3m) and other items. The movement
in working capital for this year was a cash inflow
of £48.1m (2020: outflow of £26.2m). The sale
of ail coal inventory, including the speciality
coal inventory sold to HRMS in Decernber 2020
for £24m, was the major factar in releasing
working capital.

Investing activities contributed £5.8m (2020:
£9.1m) of cash following the receipt of £2.0m
(2020: £12.2m) in proceeds of disposal of
property, plant & equipment, right of use assets
and investment property. £38.1m (2020: £3.8m)
of the cash generated from the above was
applied in repaying banking facilities and
paying the capital on lease contracts. After the
payment of £2.3m (2020: £1.4m) in dividends,
there was a net increase of £9.8m (219 £3.1m
decrease) in cash balances 1o £28 3m (2020
£18.5m). After deducting debt of £11.8m (2020:
£46 6rn), all of which was comprised of leasing
debt (2020: £14.6m of leasing debt), the Group's
Net Cash position was £16.5m (2020 £28.1m
retdebr),

Capital Expenditure

Capital expenditure including that on right
of use assets and investment properties
totalled £6.4m (2020 £7.9m). Depreciation for
the year was £6.6m (2020; £19.3m} with the
reductian being mainly due to the cessation
of mining activities.

Banking Facilities

Following the sale of the speciatity coal
inventory to HRMS in December 2020, the
Group’s requirements for banking facilities
atteved substantially. The Group has changed
bankers to Santander and has negotiated a
£12m Invoice Discounting facility which will
provide flexibility to deal with any short term
working capital fluctuations. Importantly,
Santander have provided these facilities without
the need for a debenture over the Group's
assets although debtors will be secured under
the Invoice Discounting facitity. Additionally,
there are no covenants associated with these
new arrangements.

Pensions

The Group has the obligation to fund wo
industry-wide defined benefit pension schemes
and an unfunded concessionary fuel scheme,
all of which are closed to new members and

are related to the former mining operations

at Maltby Colliery. Under the assumptions used
to calculate the schemes' position at 31 May 2021,
an asset of £2.9m (2020: £0.8m liability) has been
recorded. This excludes the £2.9m (2020: £3.0m)
liability associated with the unfunded
concessionary fuel scheme, Contributions in the
year of £2.0m (2020: £1 9m) have been offset by
interest and expenses of £0.2m (2020 £0.3m}
and net changes in actuarial measuremants

of £2.0m (2020: £1 Im). The actuarial movement
is accounted for thraugh the Staternent of
Other Comprehensive Income. The next
triennial valuation of the schemes is due as

at 31 Decerber 2021.

Hargreaves Services plc
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Covid-19

The Group has taken advantage of the UK
Government's support for businesses impacted
by Covid-19:In the financial year, £0.8m (2020
£0.5m) was daimed under the Coronavirus Job
Retention Scheme. Additionally, as permitted
by law, the Group deferred £4 8m of VAT
payments. These were accrued and are being
paid in instalments over the period from March
2021 to March 2022.

Dividends

The Board is recommending an unchanged
final dividend of 4.5p {2020: 4.50) per share
bringing the total for the year ta 7.2p (2020,
4.5p). Additionally, the Board is propasing an
additional dividend of 12p (2020: nit p) per share
which will be paid at the same time as the fing!
dividend. This dividend is being funded by the
receipt of an equivalent amount from MRMS.

Share Capital

There are 33,138,756 {2020: 33,138,756} ordinary
shares of 10p each in issue of which the
Company holds 827,150 {2020: 856,410} in
treasury. During the year, 29,260 (2020: 154,796)
shares were released from treasury to satisfy
the exercise of share options.

Annual Report and Accounts 2021

Golng Concern
The Group has material assets and financial
resources at its disposal together with rabust
risk management and capital allocation
processes. The Group's cash resources and the
availability of the new £12m Invoice Discounting
facility provide the Board with confidence that
the Group has appropriate liquidity to meet

any foreseeable cash requirements. A 1igarous
process of reviewing cash flow forecasts and
testing for a range of challenging downside
sensitivities has been undertaken. Only remedies
to these downsides which are entirely within
the Group's control have been assumed to be
achievable mitigations to those sensitivities.
Therefore, and after making appropriate
enquines, including reviewing budgets and
strategic plans, the Ditectors have a reasonable
expeciation that the Company and the Group
have adequate resources to continue in
operational existence for the foreseeable future.
Accordingly, the Board continues to adopt the
going concern basis in preparing the Annual
Report and Accounts.

John Samuel
Group Finance Director
27 July 2021
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Audit & Risk Committee Report
Nigel Halkes FCA, Chair of the

Audit & Risk Committee

The Audit & Risk Committee is
responsible for reviewing financial
reporting matters, monitoring internal
controls and key corporate risks.

On behalf of the Audit & Risk Commiitiee | am
pieased to present the Committee’s Report for
the year ended 31 May 2021,

Membership of the Committee

The Committee consists of the four Non-Executive
Cirectors and is chaired by me as the Senior
Independent Non-Executive Director. The
composition of the Committee has changed
during this financial year with the addition of
Nicholas Mills following his joining the Board
on 9 September 2020. The Board believes that
the Committee members have the skills,
qualifications and experience to discharge their
duties in accordance with the Committee’s
terms of reference and have appropriate
knowledge and experience in the sectors
within which the Group operates.

Committee Meeting Schedule

The Committee met on four occasions during
the year with all members at the time in
attendance. The Group Finance Director attends
committee meetings by Invitation to ensure
that the Committee is fully informed of atl
matertal matters within the Group. The external
auditor attended two of the meetings and,

for part of one of those meetings, the external
auditor met with the Committee without any
of the Executive Directors being present. The
internal auditor attended two of the meetings.

For the financial year ending 31 May 2022,

the Committee intends to continue with its
programme of four meetings to be held during
the year so that the work of the Comrmitiee

is evenly spread, particularly with respect to
Risk Management and internal audit.

Terms of Reference of the Committee
The Committee is established by and is
respansible to the Board It has written terms
of reference, which are available for review at:
www.hsgpic.couk. The terms of reference
are formally reviewed annually to ensure that
they meet the Board's expectations of the
Committee’s remit.
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The Comrnitree is responsible for reviewing
awide range of financial reporting and related
matters including the half-year and annuat
accounts before their submission to the Board.
In particular, the Committee is required 1o
consider all critica! accounting policies and
praclices adopted by the Group, and any
significant areas cf judgement that could
materially impact reported results. The
Committee provides a forum for reporting by
the Group's external auditor, and advises the
Board on the appointment, independence and
objectivity of the external auditor and an their
remuneration both for statutory auditand
nan-audit work. It 3lso discusses and agrees
the nature, scope, planning and timing of the
statutory audit with the external auditor.

The Committee is also responsible for
monitoring the internal controls that are
operated by management to ensure the integrity
of the information reported 1o the shareholders.
An internal audv function, which reports directly
ta the Chair of the Audit & Risk Committee,
supparts the Committee in this process. The
Committee reviews the appropriateness of the
annual internal audit programme for the Group
and ensures that the internal audit function is
adequately sponsored and resourced.

Additionally, the Committee receives reports on,
and is responsible for, reviewing the Group’s
arrangements and processes which exist for
employees and others to raise concermns over
possible wrongdoing in financial reporting

or other matters. This work includes reviewing
the Group's systems for the prevention and
detection of fraud and bribery and considering
any matters arising under the General Data
Protection Regulations or any whistieblowing
matters which are reporsted. The Committee
also receives reports on all litigation which the
Group is engaged with either as plaintiff or
defendant and recommeands actions in respect
of such to the Board. In addition, this year the
Committee reviewed the Board's £5G report
and tha intention is that it will continue to do
50 annually going forward.

Activities of the Committee

Duving the year, the Committee's principal

activilies comprised:

+  Reviewing and approving the lnternal Audit
programme for the year and monitoiing the
orogress and outcome of that, including
reviewing reports from the Internal Auditor;
Reviewing the Quarterly Risk Report and
recommending appropriate actions and
responses to the Board,

Receiving quarterly reports on legal actions

which the Group is concerned with;

Receiving reports on any whistleblowing

rnaters;

Reviewing and approving changes in the

Groups internal control policies and procedures;

Reviewing the Group’s procedures in respect

of GDPR;

Reviewing the draftinterim financial statements;

Reviewing and approving the audit plan

proposed by the external auditor;

Reviewing the draft report and accounts

for the year ended 31 May 2021 and

recommending their approval to the 8oard

including:

- Considering the accounting policies
adopted for the preparation of the
accounts;

- Considering the key accounting
estimates and judgements used in their
preparation including but not restricted
o contract revenug, contract provisions,
impairment of assets and goodwill,
mining restoration costs and provisions
and post retirement employee benefits;

- Considering the assumptions used to
support the adoption of the going
concern basis of accounting taking into
account the potentia! impact of Covid-19;

- Considering the Risk Management
section of the annual report and in
particutar its completeness and relevance
to the accounts;

- Reviewing the ESG report included in the
annual report.

Hargreaves Services pic



External Auditor

The external auditor provides the Audit & Risk
Committee with information about its internal
procedures for ratntaining independence and
the rotation of personnel engaged on the audit,
including the audit partner After considering
this information, the Committee is satisfied that
the external auditor is independent

All non-audit services to be provided by

the external auditor which exceed £10,000

in cost must be approved by the Committee

in advance. During the financial year, £25,000

of non-audit services were provided by
PricewaterhouseCoopers LLP relating 1o
miscefaneous assurance services. The
Committee is satisfied that the provision of
these services, did not compramise the external
auditor's independence.

After due and careful enquiry and after
reviewing the external auditor's report to the
Audit & Risk Committee and discussing the
findings with the auditor, the Commitiee is
satisfied that the scope of the audit was
appropriate and that all significant accounting
judgements exercised by management had
been suitably challenged and tested including,
but not limited to, the matters referred to

in the long form Audit Report. The Cornmittee
recommended tc the Board thatin their
opinion the audit had been carried out
effectively and that the report of the external
auditor be accepted.

The Committee has recommended 10 the Board
that PricewaterhouseCoopers LLP be proposed
for re-election as auditar at the forthcoming
Annual General Meeting.

Internal Audit

Before the start of each financial year, the
Committee agrees a programme of work for
the internal audit function, The prograrmme

is designed to test the effectiveness of the
internal contro! systems and seeks to
recommend improvernents (o pedesses,
covering key financial and other controls which
the Committee recognises are impostant in
ensuring the integrity of the Group’s operations,
as well as its financial reporting. The programme
includes self-assessment questionnaires,
detailed testing of processes and the review of
appropriate documentation. The Committee
receives each fullinternal audit report, including
any comments by management and any
recommendations for improvement made by
the intemnal audit function. The use of computer
aided audit techniques to monitor transactional
data using the Group's existing management
information systerms akso continue 1o be
developed and monitored, improving the
efficiency, scope and effectiveness of the
internal Audit function.

Annual Report and Accounts 2021

The 2020/21 programme included reviews

of compliance with the Approvals and
Authorisations Mandate and compliance with 2
number of the Group’s regulatory and legislative
requirements. Business unit firance teams

were required to complete a self-assessment
guesticnnaire around their key financial controls
befose Internal Audit carried cut targeted
testing of particularly high-risk areas to ensure
that the controls were operating as described.
Procurement processes across the Group,
campliznce with and testing of the calculations
of sums claimed under the Coronavirus Job
Retention Scheme and the design and
effectiveness of new systems in Hong Kong

were also reviewed during the year. No material
findings were raised across the audit programme.

The 2021/22 programime will again include
cyclical reviews of compliance with the
Approvals and Authorisations Mandate, key
financial controls and various regulatory
requiremnents. Assurance will alsa be provided
araund the contract management framework
in place for the HS2 cantract, the setting and
monitoring of customer credit limits, access
10 IT systems and applications and incident
reporting processes in the coming year.
Compliance with the requirements of IR35
and the Construction industry Scheme (CIS)
will also be reviewed in 2021/22.

Risk Management

The internal audit function reports quarterly

to the Committee on the key risks identified by
the Board as being so material that they need
to be regularly monitored as to whether those
risks have increased or decreased during the
pericd and what remedial actions may need
1o be taken 1o caunter them. Risk reqisters at

a Business Unit level are reviewed on a quarterly
basis, with any material changes being
escalated to the Board,

The Risk Management repor{ which follows
this report sets out these risks and the steps the
Group has taken to mitigate them. The impact
of the Covid-19 pandemic on operations bath
in the UK and abroad remains a risk 1o the
business, aithough the Group has moved
quickly to mitigate the risk where possible

in line with evolving government guidance.

With the cessation of mining and the sale of
specialty coal to the HRMS joint venture, the
risk of a sudden decline in the coal market is
no longer seen as a material risk to the Group
and has therefore been removed from the
Corporate Risk Register. The risk related to
the Failure of 3 Material Business Unit is now
focussed on the Group's Joint Venture in
Germany, HRMS, as it is contiibuting an
increasing amount of prafit 1o the Group and
whaere the Group has a material amount of
capital deployed.
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Going Concern Basis of Accounting

The Group has material assets and financial
resowices at its disposal together with robust risk
management and capital allocation processes.
The Group's cash flow model prepared as part of
the annual budget and five-year plan process
was subjected to a nurnber of stress tests. These
included measuring the impact of the deferral of
certain specific anticipated revenues (for exarmple
in Hargreaves Land and in Specialist Earthworks)
2longside cther mare general sensitivity tests
related to reductions in revenue. Additionally, the
model was tested for resilience both with and
without the availability of the new £12m invoice
Discaunting facility. These assumptions and
sensitivities were subjected to thorough analysis
and review by the external auditor. The
Committee questioned both management and
the external auditor on the assumgtions and
testing they had applied and were satisfied to
recornmend to the Board that the going concern
basis of accounting remains appropriate,

The Audit & Risk Committee Report was
approved by the Board an 27 July 2021 and
signed on its hehalf by:

Nige! Halkes FCA
Chairman of the Audit & Ris|
27 July 2021
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Risk Management

The Board retains overall responsibility
for the identification, assessment and
mitigation of risk throughout the Group.

The Group is exposed to a number of risks,
which it must assess, manage and conerol in the
ordinary course of business in the interest of all
stakeholders to deliver shareholder value. it is
accepted that some risks may never be entirely
eliminated, However, the Board recognises that
itis essential that management have robust fisk
management systems and practices in place
toidentify, assess and prigritise the mitigation
of risks affecting the Group.

Safety, Health and the Environment

The Board has identified that the risk of

a material incident in the areas of Safety, Health
and the Environment (SHE) is a particularly
significant area and, as such, the Board
continues to receive a detailed manthly report
from the Group Head of Realth & Safety. The
Group’s approach to SHE is set out below.

The Board's vision is 1o maintain an enviccnpment
where all its employees, contractors and third
parties experience zero harm as a result of 1ts
activities. To achieve this, the Group takes a
proactive approach and is committed to
achieving the highesr standards of safety and
health management and the minimisation of
any adverse environmental impacts.

The Board ensures that the Mealth and Safety

of employees, customers and the public are at
the farefront of all Group activities. The Group
Chief Executive, supported by both internat

and external competent and experdenced
advice, is charged with overall responsibility.

All businesses have formulated and implemented
SHE management arrangements consisting of
competent staff along with policies, procedures
and objectives tg meet both legislative and best
practice requiréments. SHE performance and
delivery is ingrained in the operational delvery
and day-to-day activities and not seen a5 a bolt
on to each business, Where appropriate the
management procedures are externally certified
to internationally recognised standards.
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Alongside management systems and legal
compliance, the Group reccgnises the benefits
that effeciive leadership and the setting of clear
expectations has upon workplace behaviowr,
Therefore, the Group has visible performance
metrics, which are communicated at all levels
throughout the organisation and are designed
to enabie the early identification of adverse
trends and the development of suitable
intervention and improvement measures. Yhe
Board plans to carry out annual random site
visits each year to see SHE processes at first
hand and 1o emphasise to emnployees the
importance the Board places on SHE activities.
Due to the Covid-19 site arrangements with
regard to visitors these visits have not been
possible during FY2020/21 but are planned

o recommence shortly.

The Groug has been intensely focused on
managing the cngoing risk o the business
posed by the Covid-19 pandemic. A Covid-19
steering Group rernains in place 1o ensuie a
consistent approach is applied across the Group
with regards to the application of best practice
in keeping our work environments Covid-19
secure and (o also ensure a fair and caring
approach to employee management and
support. As local and national controls change
then the Group reviews on a regular basis the
working practices required for both legal
campliance and effective operational
management. An ongoing audit and inspection
process is in place in all work focations to ensure
controls relevant to the risk of infection are in
place and aghered to at all times.

During the last 12 months the Board is pleased
to note that the Group's safety performance
continued to improve through the delivery of
identified improvermnent plans and objectives. In
March 2021 the Group achieved the significant
milestone of being lost me incident free for

a full year. Alongside this was a marked decrease
in the number of plant related incidents and
reported environmental issues. We have noted
2n improvemeni in the proactive safety measures,
including a signiticant increase in the numbers

of near miss and hazard observations reported,
highlighting employee engagement in 3 positive
health and safety culture.

Key safety objectives and targets for the next
year have been agreed with the aim of building
an this year's performance.

Insurance

Following the appointment of Marsh as risk and
insurance advisor during the second half of the
previous financial year, the Group has worked
closely with Marsh to develop processes and
reporting in respect of motor and liability
clairns. This has resulted in the Group having
greater insight in respect of ongeing claims,
historic claims and claims trends, which has
resulted in an improved understanding of risk
in relation to the Group's operational activities.
In addition, risk management improvernents
have been implemented (and will continue to
be developed and implemented in the future)
following a review by Marsh of the Group's
motor fleet arrangements.

Corparate Risks
The Board undertakes a full annual review of
the Group's risk profile and strategic approach
1o risk in light of the ongoing substantial changes
to the Group's operations. A condensed
high-level Risk Register, which identifies nine
areas of corporate risk which the Board has
determined are the most critical, has been
reviewed and updated to reflect the Group's
cursent fisk profile. With the cessation of mining
and the sale of specialty coal to the HRMS joint
venture, the risk of a sudden decline in the coal
market is no longer seen as a material risk 1o the
Gioup and has therefare been remaved from
the Corporate Risk Register. These areas of risk
were selected on the basis that a material
adverse event in any one of them could
potentially either:

prevent the Group from achieving its

financial or operational objectives or

cause material loss or damage to the

Group's assets or regutation
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The identified areas of risk are monitoréd,

reviewed and investigated as necessary by
the internal audit function. The Audit & Risk
Committee receives a wrillen report on these -
risks every quarter, including a commentary .
which nates any material changes which have .
been identified. This report assesses whether .

The areas of critical corporate risk which have .
been dentified are a5 follows: .

Contractual Risk

Recruitment & Retention of Key Individuals
Regulatory & Legislative Compliance
Environmental Risk

1. Strategic Repart 2 3

Faiture of a Material Business Unit
impact of Covid-19

With the cessation of mining in July 2020, the
sudden decline in coal markets is no longer
a material risk to the Group and has therefore
been removed a5 a corporate risk.

each area has increased or decreased inthe level - Fraud
of risk and where necessary corrective actions - IT Security
are implemented. «  Liquidity & Credit Risk

A table describing these risks and the mitigations in place throughout the Group to protect against them is set out on pages 15 © 17,

Key risks

Mitigation

Contractual Risk

Multiple businesses of the Group enter into and manage diverse
and complex contracts as part of their core operations Bad
planning, agreement to onerous terms, ineffective management
and delivering services outside of the Group’s core competencies
could all erode the value of the contract and increase the risk
exposure (o the Group. Attached to the risk surrounding contracts
are the potential financial and reputational impacts on the
resolution of defective works and warranty claims following
contract completion.

Delegated Authority Mandates in place throughout the Group requiring
appropriate levels of senior personnel to approve contracts,

Requirement for legal review af all potential contracts which meet the agreed
criteria, detailed within the Delegated Authority Mandates.

Recruitment and employment of suitably qualified and competent personael
at all levels to undertake works ta minimise risk relating to defective works
and associated warranty claims.

Targeting of contracts where scope of work fits core competency of

available resources.

Contracts have specific risk registers, which are prepared at tender stage and
maintained throughout the progress of the contract. These registers highlight
the potential risks inherent in a particular contract as well as the controls
required to mitigate them, They form a ciitical part of the management of
the contract and are updated regularly throughout.

Recruitment and Retention of Key Executives and Skilled Employees

Key executives, serior management and skilied employees possess
the industry knowledge and experience, without which, our
strategic objectives may not be achieved. If the Group is unable to
reciuit of retain both key executives and skilled employees, this
could adversely affect the Group both operationally and financially.

The provision of remuneration and terms of emplayment that are competitive
in the market.

Identification of key strategic roles across the Group.

Succession planning for these identified key strategic roles

Regulatory and Legislative Compliance

Failure of the Group or a business within the Group to comply
with its applicable regulatory and legisiative obligations, resulting
in financial reputational, and potentially criminal implications for
the Group o Its responsible employees.

Appropriate and specialist management systerns are in place across the Group
10 ensure compliance with our obligations.

Competent and appropriately skilled individuals hold key roles in assuring our
compliance to ous regulatory and legislative obligations.

Memberships to various trade bodies to highlight any issues, allowing for early
planning and appropriate representation.

Annual Report and Accounts 2001
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Risk Management continued

Key risks

Mitigation

Environmental

There are inherent environmental risks within some of the Group’s
operations. If not properiy managed, these risks could result in
environmental contamination with disruption to business, financial
costs and loss of reputation. In particular, the processes used in

the mining of coal present environmental risks which may affect
not only the Group's property but also property belonging to
third parties.

Provision of clear guidance on the environmental standards which the Group's
operations myst adhere to.

Compliance with laws, reguiations and industry best practice is a priarity across
the business.

Envirgnmental management strategies are in place at all applicable sites and ail
mining ceased in July 2020

The Groupis in the process of develaping its procedures for compliance with
the requirements of the Taskforce for Climate-Related Financial Disclosures
which are set out in the £5G section of this report.

Fraud

In the course of its operations, the Grougp is exposed to fraud
nisks fram a number of internat and external sources

Fraud risk management policy is in place across the Group

Fraud risk awareness training has been rolled out across the Group.

Fraud risk is discussed regularly in the Audit & Risk Committee with both
internal and exiernal audit.

The Group has many controls and procedures in place to limit the risk of fraud.
These contrals include, but are not limited to, detailed Authorisation and
Approvals Mandates, system automated controls, segregation of dutics an
particular processes and periodic Internal Audit reviews.

IT Security

There is an increasing reliance on the stability and security of

the T network for delivering day-to-day operations, whilst the
volume and types of data held within it increases. This reliance an
IT increases the potential for sophisticated cyber-attacks to target
the Group’s computer systems, infrastructure, networks and
personal devires with the intention of paralysing cperations

for an immeasurable amount of time, carrying material financial
and reputational imghcations for the Group.

The Group has a dedicated IT function, with a high degree of skill and experience
in maintaining and monitoring the IT infrastructure.

A risk-based IT strategy is in place focusing on four strategic initiatives: technology
and innavation, compliance, culture and education and delivery.

Third party hosting of core business applications with a full business continuity
and disaster recovery infrastructure as well as regular tiered backup solutions.
Mobile device management applied to all company devices to protect network
and data via mobile platforms.

Full Checkpoint security application in place te cover our end-points, VPN
connectivity and access to cloud platforms.

Global leading email security application presides over ail email traffic, protecting
against all targeted threats, phishing, malware and URL protection.

Full user security awareness programme with regular raining videos rolled out
1o all users across the Group.

Liguidity and Credit Risk

The Faiture of the Group 1o maintain access to liquidity could
result in a material adverse financial impact for the Group.

The Group needs to ensure that sufficient liquid funds are available
to meet its contractual demands and wider operational
uncertainties, either through available cash reserves or external
funding capacity. The Group has putin place a limited invoice
discounting facility which provides working capital Rexibility in
addition to the Group's cash reserves. The Group is no fonger
dependent on bank borrowings.

The Group's trading relatianships require contract and credit
exposures to specific customers that are material to the results

of the Group, sometimes over a long period Credit risk arises from
the possibility that customers may not be able to pay their debts.
No single customer represents more than 13% of the Group's
debtors at yearend.

Whilst the Group is in a positive cash position, it maintains strong relationships with
prospective lenders and seeks to put in place appropriate finance facilities aligned
10 both the shart and medium e reguirements of the business with sufficient
flexibility to manage liquidity fluctuations within reasonable parameters.

Short and medium-term cash flow forecasting is in place across the Group,
ranging from daily cash flow forecasting to five year planning together with

the annual in-depth going concern review.

The Group regularly assesses the financial reliability of customers.

The Credit Control function closely monitors and chases any overdue debts and
the majority of the Group's trade receivables are due for payment within 45 days.
The Groug remains vigilant to monitoring and controliing counterparty exposures
that are matertal 1o the results of the Group. All such exposures are carefully
considered before contractual cormmitrnents are made to take account of the
risks presented by the contract or relationship, the returns available and the
oppaortunities that are, or are not, available ta mitigate that exposure.
Authorisation of credit limits is restricted to a limited number of individuals,

with the input of third-party credit scoring.

A 1obust capital expenditure procedure is in place Group-wide to control
investment in illiquid assets.
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Key risks

1. Strategic Report 2.

Mitlgation

Failure of a Material Business Unit

. The 8oard assesses that the failure of HRMS in particular would
create a material risk to the Group, HRMS is a key supplier of specialist
raw materials to major European customers in the steel, foundry,
smelting, ferroalloy, sugar, limestone, insulation, refractory and
ceramic industries. HRMS has invested in the construction of

a carhon pulverisation plant and owns a material steel waste
recycting business, however this has not yet achieved critical mass.
The Grougp's share of HRMS profits represents a material contribution
to the Group profit before tax. HRMS is independently fundad

from the Group, however HRMS owes the Group substantial

monies in respect af undistributed profits and loans. Additionally,
the Group has provided a €5 million guarantee to HRMS bankers.

The Group's investment in HRMS is governed by a shareholders’ agreement
which provides a series of protective rights to the Group including ccntrols
over the approval of budgets, the granting of security and business activities.
The agreement provides step in rights to the Group in the event of a material
breach of the agreement.

The Group Chief £xecutive is a member of the Board of HRMS which meets
each month.

Monthly financial information is submitted to the Group and subject 1o review
by Group Finance.

Impact of coronavirus

The continued spread and associated effects of the Covid-19
coronavirus may have a significant impact on operations both
in the UK and abroad, with key employees potentially requiring
self-isolation, customers’ business operations being curtailed,
and travel and communications being disrupted.

Pandemic policy has been issued to all staff.

Regular Covid-19 meetings, chaired by the Chief Exequtive, held 10 ensure
appropriate mitigation is in place wherever possible.

Allworking locations have been made as Covid-19 secure as possible to protect
the safety of our employees and visitors.

IT systemns in place 1 enable key emplovees 10 work from home and robust
controls implemented in both affice and site working environments providing
appropriate social distancing and hygiene measures.

Nigel Halkes FCA
Chairman of the Audit & Risk
27 July 2021
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ESG Environmental, Social & Governance

ESG refers to the three central factors in
measuring the sustainability and societal

impact of a company or business.

Social
Environmental :

Monitors and reports cExmmes how the
how the Company Lompany manages
controls its impact its relationship with

on the environment employees, suppliers

and communities

Governance
Controls and
monitors how the
Company deals
with its leadership,
internal controls
and shareholders,
including inthe
areasof E&S

Oelivering services to the industriat and property sectors, Hargreaves has created a Cross-Business Working Group (E5G Group) to assess procedures,

teview methods and identify goals 1o ensure the business is informed, educated and can act on its ongoing ESG responsibilities. The ESG Group will work
towards fulfilling the requirements of the Task Force on Climate-related Financial Disclosures (TCFD). The ESG Group's findings will form an integral part of
future financial reports and investor presentations and will be regularly reviewed at Board level

Governance Strategy

Risk Management

Metrics & Targets

As part of the Board's approach
to developing its strategy,
climate-related risks and
opportunities will be identified
over the short, medium and leng
term and the Group’s plans to
address them will be developed

Inv light of forthcoming TCFD
requirements, the Board is
developing its policy towards the
oversight of climate-refated risks
and opportunities.

We have established a
Cross-Business Working
Group 10 evaluate processes
and management reporting
methodology in respect

of climate-related risks

and opgoriunities.

This wiil ensure that the processes
are embedded in each Business
Unit's operations.

The Group currently measures

and reports on the Energy Savings
Opportunity Scheme (ES05), Scottish
Pollutant Release Inventory (SPRI)
and Streamlined Energy and Carbon
Reporting {SECR}.

As a direct result of the cessation of
mining in July 2020, the Group can
report a 37% reduction in methane
emissions and a 35% reduction in
(O, emissions compared with 2019
at House of Water.

The ESG Group is developing a
strategy for TCFD going forward
and planning to repert and develop
metrics as it progresses.
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Environmental

Social

1. Strategic Report 2 3.

Governance

Safety, Health and Environmental (SHE)

The Board's vision is to maintain an environment
where all its employees, contractors ang third
parues experience zew harm as a result of its
activities. To achieve this, the Group takes

a proactive approach and is committed to
achieving the highest standards of safety and
health management and the minimisation of
adverse environmental impacts.

The Board is pleased to note that the Group has
an excelient safety record. The Board ensures
that the health and safety of employees,
customers and the public are at the forefront
of all Group activities.

All business areas have formulated and
implemented Safety, Health and Environmental
[SHE) management arrangements consisting
of policies, procedures and objectives 1o meer
both legislative and best practice requirements.
SHE performance and delivery are ingsained in
operations and day-to-day activities and is
ahways the first item on the agenda of every
Board meeting.

Hargreaves, over time, and through experience,
has developed some fundamenta! underlying
principles which support and drive our safety
culture. These principles are defined as the
“Golden Rules”.

1. Zero tolerance to drugs and alcohol

2 Risk assess everything you do

3 Work safely and challenge unsafe acts

4. Unsafe conditions - See them, Sort them
and Report them

All goficies, procedures and objectives meet
both legistative and best practice requirements.

The Group has a *Step Back - Speak Up” safety
culture which involves all staff and supports
everything we do. It encourages individuals

to take time to ensure that they and others can
always work safely and raise safety concerns
with the appropriate peaple. A weekly safety
message is issued 1o staff covering various
topics, such as hazard identfication and slip
and trip awareness, whilst also encouraging the
reparting of unsafe acts,

The Group’s Environmental Policy Statement
commits us to ensuring that protection and
enhancement of the enviranment is embedded
n our Company values and encourages our
suppliess and supports our customers in
adopting a similar approach. Additianally, our
procurament processes require us to evaiuate
our suppliers’ environmental approach as part
of our supplier approval process.

Qur Sauth African business was recently
awarded the regional Top Companies Award
for Leading HSE Company 2021 frarn NOSA
VAAL for achieving excellence within the
manufacturing sector. In addition, they were
awarded regienal winner of the NOSA Five Star
Systern for Sector D4, relating to manufacturing
and recycling.

Ouring the recent Covid-19 pandemic, risk
assessments were completed and shared
appropriately, Stringent cleaning, handwashing
and hygiene procedures were implemented, in
line with government guidelines. Adgitionally,
all reasonable steps have been taken o
maintain a two metre distance between
workspaces along with adequate ventilation to
support those unable to work frorm hame and
to enable a safe return to the workplace when
government guidelines allow.

The table below lists key Group reporting
requirements, commitments and pelicies
relevant to £5G critena.

Health and Safety
EMS certification - 1SG14001:2015 and
150450012018
- ESQS - Energy Savings Opportunity Scheme
» SPRI - Scottish Pclutant Release Inventory
SECR - Streamlined Energy and Carbon
Reporting

CSR Fund to support local groups and charities

Donations 1o community activities which

employees and their families are involved with -

The Group is a Gold Corporate Partner with
Durham Cathedral
Employee Welfare Fund

Whistleblowing policy

Code of Ethics staternent

Modern Slavery statement
Anti-Corruption & Bribery policy

Fraud Risk Management policy

Social Media palicy

Sustainable Supply Chain policy

GDPR - Information Governance policy
1509001:2015 accreditation

Annual Repart and Accounts 2021
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ESG Environmental, Social & Governance continued

Environmental
Engagement

The Group recagnises the potential impact of
its activities on the enviranment. The Group is
committed to mitigating its impact on the
environment through the application of robust
Envirenmental Management Systems 1o review,
manage, control and improve its environmental
performance on an ongeing basis. The Group is
committed to demonstrating its environmental
performance improvement in accordance with
all relevant legislation through robust
measurement systems and appropriate goal
setting, tracking and reporting. It is the Group's
intenticn ta achieve its busingss aims while
meeting sising environmental standards.

The Groun seeks to:

+ Camply with all relevant environmental
legislation and agreements

+ Use best practice to control its impact on
the enviranment

+ Drive improvements in energy efficiency
that will deliver a reduction in energy
consumption and emissions

+ Prevent pollution to land, air and water
throughout its operatians
Set, and regularly review, objectives and
targets Lo reduce its erwironmental impacts
through contingous improvement

«  Integrate a robust Environmental
Management Systemn based on a recognised
international stzndard inta its Business Units
and activities

« Work with suppliers and customers to reduce
the environmental impact of praducts and
transpart sevvices and ensyre that
procuremnent policies consider the potential
impact on the environment

- Manage transport in an efficient manner
10 reduce the impact on the envircnment

- Utilise by-products of operations wherever
possible to recover value and reduce
environmental impacts

»  Encourage waste reduction, recyching and
the re-use of products wheraver possible
through the implementation of waste
hierarchy strategies

+ Communicaie the Group's environmental
strategy to all employees through 1raining,
information and supervisions and make it
available to stakehalders and third parties
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We provide services to the Scottish Mines
Restoration Trust (SMRT) in relation 1o the
restoration of former opencast coal mining sites
that were previously owned and mined by third
parties that went into liquidation. SMRT is an
independent non-profit making organisation
which restares old opencast sites, bringing
them back into community use. The Group

has worked closely with SMRT since 2014 in

the provision of site management and other
services as part of the restoration of seven
former opencast coal mining sites for the
benefit of local communities and other
community interest gsoups. Where applicable,
we mgasure gas oll consumption and waste
production against specific project criteria; the
former having the greatest carbon impact.

One of the key activities of Hargreaves Land

is the redevelopment of brown field sites to
bring them back into productive use for both
residential and employment purposes. At the
present time over 1200 acres of brown field
land is in the process of being redeveloped
by the Company. [n addition 10 enabling the
development of new homes and creating
employment opportunities, an important
aspect of these brownfield site developments
is the creation of new ecological habitats that
enhance and expand biodiversity and the
redevelopment of such brown field sites
helping to reduce the development pressure on
greenfield land and minimise adverse impacts
an the environment.

From its ESOS report, the Group has identified
three areas of potential energy saving
opporiunities, Cpportunity One - contnue

to build on the work the Logistics business

is undertaking in terms of fuel energy
management systems and energy efficiency
programmes through driver awareness training.
All drivers undertake training to enable them to
drive efficiently, including reducing coasting,
engine idling and harsh braking, and awareness *
of Green Band optimisation. These key factors
are monitared, along with driver behaviour, by
tefematics and ultimately use less fuel,
consequently reducing the cost and emissions
of each truck in the fleet; Opportunity Twe -
identify where benefits can be gained by
menitoring, analysing and acting on the data
obtained directly from our yellow plant assets
via the manufacturer's on-board telemetry
systems, attempting to teduce idling time; and
Oppertunity Three - determine if there are any
economic, operational and erwvironmental
benefits from using Hydrogenated Vegetable
Qil (HVQ) to power an HGV in comparison to a
standard diesel-powered HGV. Notwithstanding
the 15% increased cost of using the HVO, initial
trial findings Indicate a 90% reduction in CO,
emissions per truck, compared to those
powered by diesel, over sirmilar mileage and
MPG. A 10% reduction in AdBlue usage was also
identified. For each area of significant energy
consumption, an energy audit showed
compliance with the ESOS Scheme. Within the
Logistics business, where our fleet may carsy
dangerous goods, this is monitored by Total
Compliange in accordance with ADR, CDG and
DGSA regulations. Findings are then analysed,
and any recommendations implemented.

Tennes of CO2 Tonnesof COe Reduction
Scope 1and 2 Global GHG emissions: 2020 PL]] %
Combustion of fuels in operations
and services provided 46,063 19,236 58 2%
Elecuricity, steam, heat and cooling for own use 676 548 19.2%
Total footprint 46,739 19,782 57.7%
Emissions reported above per employee 268 157 41.4%
Scape 3
Business travel (air, rail and vehicies) 2,207 2,163 20%
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In compliance with Streamlined Energy and
Carbon Reporting (SECR} regulations, the Group
publishes its annual glabal emissions using
“tonnes of CO, equivalent” for alt fully
consolidated subsidiaries on the same basis
used for annual accounts preparation. The
reporting period for Green House Gas (GHG)
emissions is 1 June 2020 to 31 May 2021. The
table below highlights the reduction in GHG
emissions for this reporting period compared
to the previous year.

Many of our offices are fitted with energy saving
auto-light switches which are triggered by
movement This lighting automatically switchas
offin low traffic areas and during non-office
hours. Additionally, Group offices recycle paper,
envelopes and card which is disposed of
responsibly by a third party.

Due to the diverse nature of the Group, different
Business Units hold different environmental
accreditations. Both our business in Hong Kong
and cur Specialist Earthworks tusiness are
accredited to 1S045001:2018 and our UK Industria!
Services business and Logistics business both
hald I5014001:201% and I5045001:2G18, in addition
1o 1S0%001:2015.

Hargreaves Erwironmental Services is currently
investigating a business opportunity for carbon
sequestration consultancy with a specific focus
on its own landbank options within Scotland.

A pilot programme fos carbon capture, through
tree planting at Chalmerston, with the potential
sequester of 75000 tonnes of carbon, is being
investigated. The business is currently working
with its parener, Bisken Tree, to drive this initiative
forward. Additionally, fol'owing restaration work
at the ex-surface mining site of Powharnal in
Scotland, 200,000 trees have been planied on
the approximate 418 hectare site.

Annuat Report and Accounts 2021

Qur Environmental Services business has
already remediated over 1,800 acres of
ex-mining fand with the potential for a further
large landbank within the Group, which could
allow us 10 continue this sustainable work for at
least the next 5 years. The business believes that
fotlowing this additional land recovery, it could
further enhance the sites by tree planting, which
would create carbon capture opportunities.

Following the pilot programme at Chalmersion,
the plan would be 1o investigate other disused
mining sites to understand if they too could be
remediaied, restored and ultimately trees
planted in order to enhance the Group's carbon
capture capability. Hargreaves Environmental
Services is developing their expertise in the field
of carbon sequestaring and trading in order to
not only assist the Group but also consult and
partner with other 3rd party comgpanies on how
they too can build volumes of forestry carbon
caprure sites.

1. Sirategic Report
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ESG Environmental, Social & Governance continued

Social Engagement

Engage our People

At Hargreaves, people are our mastimportant
asset, and their safety and welibeing is our
number one pricrity. Fostering operness

and respect are our key objectives. We value
everyone and strive to wark as a cohesive team.
We invest significantly in our people and their
working environment by creating and
maintaining a safe and healthy working
environment and ensuning their angaing
professional and personal development.

On commencement of employment, all
employees undergo basetine health screening
within three monihs of starting with us. They
are then, depending on their role, added to

a scheduled health surveillance programmae.

Ta identify how the husiness can improve,
we utilise engagement surveys, employee
communication meetings, monthly update
calls, newsletters, and e-shots. We feed back
resuhts through these channels and our “You
Said - We Did” boaids, 1o hold us accountable
for identified actions,

The Group provides a confidentia!
whistleblowing hotline, which enables all
empioyees to report their work-related
concerns to Safecall, an external and impartial
organisation, These concerns are then passed
onto the Group's Whistleblowing Officer with
complete angnymity, who will then complete

a thorough investigation and advise any
refevant actions 1o be taken. These matters are
reported to the Group's Audit & Risk Committee
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We also provide an Employee Assistance
Prograrmmme {EAP) - "Better Together™. This is

a confidential service that can be accessed for
advice and sugport on personal and financial
rmatters not only by our employees but ako
members of their household.

To help support cur employees and their
families, the Group has a Welfare Fund that can
be used to give financial support to individuals
in the event of unexpected hardship.

The Company is committed to providing a
range of development opportunities to enable
its people to maximise their potential for the
benefit of their own career aspirations and the
needs of the business. Additional education

is one of those development opportunities
and has the added function of enabling people
1o achieve professionat qualifications. The
Company believes that such opportunities
should be available 1o all employees who meet
the criteria and will ensure the criteria are
consistently and fairly applied and cover
employees at all levels and grades, including
full-time, part-time, permanent and fixed-term
employees, managers, directors, trainees,

and homewaorkers.

The Group works in partnership with local
colleges to provide apprenticeship schemes

in various areas of the business from HGQV fitters
to data and technokogy roles. Additionally, in
conjunction with Iocal training providers,

we provide commaergial taining schemes for
trainee HGV drivers.

During the recent Covid-19 pandemic, whilst
our employees adapted excegtionally well to
the various challenges and restrictions, our
focus was on flexibility, focusing on supporting
our employees with all aspects of their lives
fram working at home, to chiidcare, to being
available whenever they need a chat to discuss
their mental health and weilbeing.

The Group is warking with a mental health
specialist to train identified individuals as Menta!
Health First Aiders. These First Aiders will be
trained to spot the early symptoms of a variety
of canditians, such as stress and depression,
and 10 signpost individuals 1o their GP or an
appropriate organisation.

Due to the diverse nature of the Group, the
Company’s e-newsletter, *Solutions”, is issued
on a bi-annual basis with the aim of informing
emplovees about what is happening within
the different areas of the Group. Employee
feedback is welcomed, along with suggestions
for future articles.

Support Local Communities

The Geoup believes in teamwork, and we

make every effort to involve ourselves with
loral communities around our sites, for example,
by sponsoring local sports teams, donating
eguipment for local support groups, and
contributing our time 1o assist those in need,

all the while benefitting from the satisfaction
our colleagues gain from working together and
hetping others. For the financial year beginning
1 June 202), the Group has designated a special

“We continuously engage with our people at a local and
Group level. We do this through communications and
engagement, information, and consultation, to assist
them in realising their full potential. Our communication
forums include messages from our CEO, Safety Forums
with elected employee representatives and Managing
Directors’ quarterly business updates.”

Hargreaves Services plc



CSR fund which will be used to support
charities, as well as local groups and initiatives
that employees are actively involved with.

The Group is proud to be a Gold Carporate
Partner of Durham Cathedral, contributing to
their work in supporting the local communities
of the World Heritage site. In return for our
sugport, the Cathedral pravides benefits for
employees and their families.

On an annual basis, we support the national
Jeans for Genes Day and Breast Cancer Now
campaign. Additionally, during the Covig-19
pandemic, the business replaced Hur annual

Secret Santa event, opting instead to provide
essential supplies 1o a tocal food bank.

in relation to the Company's former mining
activities at Fiedd House, which commenced in
June 2018 and ended in July 2020, the Company
contributed 20 pence per tonne of coal mined
and transported from the Field House site

te a Community Fund for the provision of
environmental improvements and othe:
benefits to local communities. A total of £93,000
was contributed to the Community Fund for
distribution 10 local community projects.

More recently, Industrial Services supported the local community of Rotherham by providing
materials, free of charge, to help re-site a WWI1 memovrial. The fitting tribute is once again on

display for the community.

During November 2020, our Sauth African business collaborated with Cape Gate and the Itireleng
Task Team to improve the residential area of Boipatong and assist with repairing local roads, and
impreving the area next tc Lebohang Secondary School, where a park has been created for use

by the local community.
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Governance

As part of the developrnent of our governance
structure to manage environmental and social
risks, and opportunities, we have established an
ESG Cross-Business Working Group to review
the Group's strategy on environmental and
social matters. The ESG Group ¥ a cross-
functional working group led by a Business Unit
MD and works alongside the Business Units to
collect information for our climate related
disclosures and 1o assess the opportunities
which climate change might afford the Group.
The ESG Group also aims to ensure that we
have a consistent group-wide approach to
assessing envirgnmental and social issues
including climate related risks and mitigation.
Furthermore, the £5G Group also considers
future strategy on managing climate related
risks and disclosures particularly in light

of the forthcoming implementation of the
recommendations of the Taskforce on
Climate-related Financial Disclosures {TCFD).
When those requirermnenis are determined, the
ESG Group wili develop appropriate targets and
metrics and evolve procedures to deliver them

The ESG Group reports to the Audit & Risk
Committee. The Board has implemented
palicies in respect of governance matters
listed earlier in this statement, which outline
the Group's approach and governance
arrangements in respect of particular
environmental and social matters. The Board
will continue to develop its governance
arrangements in respect of environmental and
social issues in the forthcoming year, including
changes required as a result of the requirements
of TCFD. The Group's other Corporate
Governance procegdures are set out on pages
29to 32
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Board of Directors

Roger McDowell (aged 66)
Non-Executive Chairman

Roger was appeinted Chairman of the Company
and the Nominations Committeg on 1 August 2018
after joining the Board in May 2018. He is also a
member of the Remuneration and Audit & Risk
Committees. Roger spent his executive career
working in his family's business, pipeline products
distizutar Oliver Ashwarth, He was Managing
Director for eighteen years, leading the business
through dramasic growth (from £1m 1o £100m
turnaver), main market fisting and ultimate sale

to 5t Gobain. Thereafier he has taken on Chairman
of non-executive roles in privare equity backed and
listed businesses in a variety of sectors including;
engineering, manufacturing, waste management,
renewable energy, financial services, IT, and
telecoms. Roger currently serves as Chairman of
Avingtrans plc. He is also a Non-Executive Director
of Tribal Group ple, Proteome Sciences plc, British
Smialler Companies VCT2 PLC, Brand Architekts
Group plc, Flowtech Fluidpower plc, Doveheco
201 Limited, Disperse Ltd and Augean plc.

David Anderson (aged 54)
Group Property Director

David joined the Board as Group Property Director
in Noverber 2018. David joined from Henry Boot
Developments Limited, the principal property
development subsidiary of Henry Boot PLC, where
he had served as a Director since 1996 and as
Managing Director since 2005. He led the growth
in revenue of that business from less than £16m

in 2005 to over £220m in 2017, David's 25 years of
experience and success in the field of property
development brings the appropriate knawledge
and understanding of that market necessary 10
assist the Group's growth in that business area.
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Gordon Banham (aged 57)
Group Chief Executive

Gordon was Managing Director of his family firm,
F Banham Limited, until 1994 when he negotiated
its sale to Charrington Fuels and was appointed

as General Manager of the combined businesses.
On the acquisition of Charringtons by the CPL
Groupin 1995, he was made Cistribution Director
responsible for the enlarged group’s coal distribution
activities, Gordon joined Hargreaves in 2001,
subsequently being appointed as Group Chief
Executive. He led the management buyout of the
Company in 2004 and its subsequent Rotation on
the Landon Stock Exchange the following year.
Gordon's knowledge of the Group and its various
business interests is unfivalled, and he continues
10 have a detaited involvement in all material
matters with which the Group is engaged,
Gordon is currently & Director of Robertson
Homes (East Anglia} Limited.

Nigel Halkes (aged 65)
Non-Executive Director

Nigel was appointed to the Board in August 2015
and serves as Seniar Independent Director and
Chairman of the Audit & Risk Committee. He s

also a member of the Nominations Committee.

He s & Chartered Accauntant and was a partner

at Ernst & Young for 25 years, rising to become
Managing Partner of Markets for the UK and

iretand, responsible for the firm's growth strategy,
key celationships, and business development.

He retired from Ernst & Young at the end of 2013 to
pursue a portfolio non-executive career spanning
the public, private and charitable sectors. Nigel is the
Deputy Chair of isit Englard and is a Non-Executive
Girector of Tribal Group plc and is a Trustee of Polka
Childran's Theatre, Nigel's extensive professional
experience brings rigour and insight to the Board
particularly with regard to financial accounting and
risk management.

John Samuel (aged 64)
Group Finance Director

John is a Chaitered Accountant and qualified with
Deloitte & Coin 1981, He became a partner with
Baker Tilly in 1986, leaving that firm to join Fiftronic
plcin 1991, leading its flotation in 1994 and serving
as finance director until 2004. He then served as
Chief Financial Officer of Zetex plc for two years,
before serving as Group Finance Director of Renew
Holdings plc for twelve years frorm 20086, pricr ta
joining the Company in January 2018. John currently
serves on the Board of the Yorkshire Air Ambulance
and likley Toy Museum Limited. John's many yeass of
experience as the senior financial officer in a number
of public comparies, including those which have
experienced substantial growth through business
change, is particularly relevant to the Group.

Chris Jones (aged 55)
Non-Executive Director

Chis joined the Board in April 2020 and serves

as Chairman of the Remuneration Committee,

He is a property consultant and chartered surveyor
with over 30 years' direct expenence working

with a broad range of organisations within the

UK investrnent and development sectors of the
commercial property market. As a founding partner
of his invastment practice - Christopher Dee, based
in Manchester, he has provided advice to arange

of private and institutional clients on all aspects of
commerdial property investment, development, and
funding work. Chris retains a role within Christopher
Dee LLP 1o manage a UK wide unit linked property
investment fund, where he reports directly to their
toard on all strategic matters, Chiis is currently a
Director of Witton Street Nominee 1 Limited, Witton
Street Nominee 2 Limited, The Creative Property
Groug Ltd and Docn Villa Holdings Etd,

Hargreaves Services plc



1. 2. Directors’ Repert 3.

Directors’ Report

The Directors present their Directors’ Report and Financial Statements for the year ended 31 May 2021.

Principal Activities

The principal activities of the Group during the year were the provision of haulage services, waste transportation, mineral import, mining 2nd processing
of coal, mechanical and elecincal engineering and materials handling, dealing in plant and machinery, the development and sale of land, civil engineering,
and specialist earthworks. Coal mining ceased in July 2020,

Resuits and Proposed Dividend
The Group profit after tax for the year was £16,406,000 (2020 profit after tax of £4,270,000). Fallowing the paymen: of an interim dividend of 2.7p per share
on 5 April 20620, the Directors recommend a final dividend for the year ended 31 May 2021 of 4 5p per share.

The Directors also propose 1o declare an additional dividend of 12 pence per ordinary share to be funded from the receipt of dividends to be paid to the
Company by Hargreaves Services Europe Limited,

itis proposed that the final dividend and additional dividend will be paid on 29 October 2021 to shareholders on the register on 17 September 2021.
The shares will be ex-dividend on 16 Seprember 2021 The propesed dividends have not been provided for in these financial statements as they were
notdeclared and approved before the year end.

Outlook
The curcent trading and outlook for the Group are disclosed within the Chairman’s Statement in the Strategic Report above.

Financial Instruments
The financial risks faced by the Group and its policy in respect of these risks are set out in Note 29 of the accounts.

Policy and Practice on Payment of Creditors

The Group does not operate a defined code of practice regarding payment to suppliers. The Group determines conditions of payrment for its own supply
of goods and serviges. It is the Group's policy that transactions are then settled in comphiance with these legal or other contraciual obligations having
regard to good commercial practice.

Directors
The Directors who held office during the vear and to date are as follows:

Roger McDoweli

Nigel Halkes

Gordon Banham

John Samuel

David Anderson

Christopher Jones

Nicholas Mills (@gpointed on 9 September 2020)

The rames and biographical details of the Directors at the date of this Directors’ Report are given in the Board of Directors section of this Annual Report.

All Directors are required to retire by rotation every three years, in line with the Articles of Association. An evaluation of the performance of each Director
and of the Board is carried out and the performance of each continues to be effective and demonstrates commitment to the role. The Directors required
to retire by rotation at this year's AGM are nated on page 26.

The Company provides indernnities to each of its Directors in accordance with the provisions of the Company’s Articles of Association. Additional
information relating to Directors’ remuneration, service contracts and interests in the Company’s shares is given tn the Remuneration Report.

The Directors who held office at the end of the financial year had the following interests in the shares of the Company accerding to the register of
Directors’ interests:

Interest at interest at

Chass of share endofyear  beginning of year
Gordon Banham (held by GB Holdings (2021) Lirited) Ordinary 2,646,825 2,646,825
Roger McDowell Ordinary 350,000 300,000
Nigel Halkes Ordinary 5,000 5000
Christopher Jones Ordinary 62,910 -
Nicholas Milts* Crdinary - -
John Samuel Ordinary 28,000 28,000
David Anderson QOrdinary 32,775 32,775

Nichotas Mills is an emplayee of Harwood Capital LLP, which ewns 9200000 ordinary shases of the Company.
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Directors’ Report continued

Details of Directors’ emoluments are set out in the Rernuneration Report. All the Directors benefited from qualifying third-party indemnity provisions
in place during the year and at the date of this Dicectors’ Report. Except as fisted below, according to the register of Directors' interests, n rights to

subscribe for shares in Group companies were granted to any of the Directors or their immediate families during the financial year and up to the date
of this Directors’ Repart. None of the awards listed below may be exercised prior to 6 August 2023. No Directar exercised any awards during the year.

Dataofshare  Numberofshares

Director Exerclse price per share Award awarded
Gordon Banham 10 pence per ordinary share 5 August 2020 63927
Jahn Samuel 10 pence per ordinary share 5 August 2020 63927
David Anderson 10 pence pet ordinary share 5 August 2020 51,370

These options were granted under the Hargreaves Services plc Executive Share Optien Scheme 2020.

Retirament of Directors

In accordance with the Articles of Association one-third of Directors retire by rotation each year. The Directors retiring by rotation are Roger McDowell and
John Samuel, who being eligible, offer themselves for re-election. Additionally, Nicholas Mills, who was appointed to the Board during the year, also offers
himself for re-election.

Disclosable Interests
At 23 July 2021, the Company had been notified of the following shareholders with 3% or more of the issued share capirtal of the Company:

Numbes of % nfissued share

Shareholder ordinary shares capltal
Harwooed Capital 5,200,000 28.50%
Canaccord Genuity Group 3,250,599 10 06%
GB Holdings (2021} Limited 2,645,825 8.20%
Downing 2,262,577 700%
Schroder Investment Management 1,948,516 6.03%
Axxion S A, 1.600,000 496%
NFU Mutual 1,360,000 4.21%

The above disclosures are in accordance with the last TRY notification to the Company by shareholders. GB Holdings (2021) Limited is a company which is
wholly swned by Gordon Banham, the Chief Executive.

Employees

Applications for employment by disabled persons are always fully considered. Employment policies are designed to provide opportunities irrespective
of calaur, ethnic or national origin, natonality, sex, sexual orientation or marital status. In the event of employees becoming disabled every effort is made,
including appropriate training, 1o ensure that their employment with the Group continues,

The Directors recagnise the importance of good communications and good relations with employees, Regular meetings are held between the Chief
Executive and senigr managers who cascade relevant information, including financial and economic matters, through their reporting systerns. The Graup
intranet also provides regular information: to employees to inform them of developments within the Group.

Directors’ Section 172(1) Statement
The Board acknowledges its respansibility under section 172(1} of the Comparies Act 2006 and sets our below the key processes and consideration that
demonstrare how the Directors promote the success of the Group.

The below staterment sets out the requirernents of the Act, section 172(1), and note how the Directors discharge their duties.

As noted in the Corporale Governance Report an pages 29 to 32, the Group is headed by an experienced and effective Board, which controis and leads
the Group. The Board meets at least ten times per year, receiving appropriate information from management on a timely basis, and making further
detailed enguiries where necessary to enable it to fully discharge its duties. Each decision that is made by the Directors is supported by papers which
analyse the possible outcomes so that an appropriate decision can be made based upon the likely impact on the performance and position of the Group.
This enables a decision to be made which best promotes the success of the Group and considers the impact on the wider stakehalder group. Factors
below, are all considered during the decision-making process

Likely consequences of any decisions in the long term

As part of the Board's decision-making process, they are given access to management papers which set out the poiential cutcome of decisions, The
papers evaluate hoth the financial impact against forecast, as well as non-financial factors and how the decision fits with the strategy of the Group.
Through a well-designed system of internal reporting and control the Board has devolved certain Jevels of autonomy to management to run and develop
the business of the Group.

The Group has an annual budget and five-year pian which is reviewed regufarly to benchmark performance and achievements against its long-term
strategy. Each year the Board holds a session with each of the business unit Managing Directors and cther senior management 1o review and reconsider
the strategy of each business unit. This includes consideration of market conditions and opportunities, investment requirements and capital allocation,
the overhead cost base and margins The 8oard then considers the outtook for the entire Group and the opportunities to create, deliver and realise value
for shareholders. A principal decision taken during the year was the cessation of mining operaticns and the subsequent szle of speciality ceal inventory
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Directors’ Report continued

Carbon emissions

In complance with the streamlined energy and carbon reporting [*SECR") regulations, the Group publishes its annual global emissions using “tonnes
of (0, equivalent”. The reporting period for GHG emissions is 1 June 2020 to 31 May 2021 The Graup has taken the exemiption to report prior period
emissions in the first year of reporting. The Group's first Environmental, Social and Governance report can be found at pages 18 to 23, which contains
further details on carbon emissions.

Tonnes of COe Tonnes af COe
Scope 1 and 2 Global GHG emisslons: 2021 1020
Combustion of fue's in operations and services provided 19,236 46,063
Electricity, stearn, heat and cooling for own use 546 676
Total footprint 15,782 46,739
Emissions reperted above per employee 15.7 26.8

Tonnes of CO 0 Tonnes af COe
Scope 3 200 2010
Business travel (air, rail and vehicles) 2,163 2.207

The Group has demonstrated its desire o reduce the tevel of greenhouse gas emissions through the cessation of coal mining. This has not only reduced
the downstream impact of coal supplied into power stations and heavy industry but also will reduce the volume of fuel required t¢ underiake the mining
operations,

Methodology
The Group follows 150140641 standard for its reperting and takes the operaticnal control approach to reporting. The conversion of units of fuel used into
tonnes of CO,e has been done utilising the UK Government Conversion Factors 2020,

Scope 1 emissions have been calculated by taking the total number of fitres of fuel used in operations during the reporting period and converting them
to tonnes of COe using the appropriate conversion factor.

Scope 2 emissions have been calculated by taking the total kwh of electricity and gas used at the Groups premises during the reporting period and
concerting them to tonnes of CO,e using the appropriate conversion factor.

Scope 3 emissions have been calculated by taking the total litres of fuel purchased for business travel as well as an estimate of ernissions for business flights.

Purchase of Own Shares

The Directors are authorised t© make market purchases of the Company's own shares under an authority granted at the Annual General Meeting held on
29 October 2020. The Directors will seek authority to make market purchases of up 1o fifteen per cent of the Company's own shares at the 2021 Annual
General Meeting (full details are available in the 2021 Notice of Annual General Meeting).

Approval to Issue Shares
The Directars will seek authority to allot up to a maximum aggregate nominal amount of £1,077054 at the 2021 Annual General Meeting {full details are

avaiizble in the 2021 Notice of Annual General Meeting).

Disclosure of Infarmation to Auditor

The Directass who held office at the date of approval of this Directors’ Report confirm that, so far as they are each aware, there is no relevant audit
information of which the Company's auditor is unaware and each Director has taken alt the steps that he ought to have taken as a Director to make
himself aware of any relevant audit information and to establish that the Company’s auditor is aware of that information.

Independent Auditor

The Board proposes to regppeint PnicewaterhouseCoopers LLP as auditor, Resolutions concerning their cominued appointment and ta authorise the
Audit & Risk Committee of the Boaid of Directors to agree their remuneration will be put to the forthcoming Annual General Meeting of the Company
{full details are available in the 2021 Notice of Annual General Meeting).

By crder of the Board

John Samuel
Company Secretary
27 July 2021
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1. 2. Directors’ Report 3.

Corporate Governance

The Comgany is committed to maintaining high standards of corporate governance and has adopted the Quoted Companies Alliance Corporate
Governance Code 2018 {"the QCA Code”) The Company’s approach in refation to complying with each of the ten principles of the QUA Code is set out
below. Whilst this policy sets out the Board's pasition, measures 1o deal with the threat from Covid-19 may mean that certain of these steps may have (o
be adapred to ensure the safety of all concerned.

Deliver Growth

Principle 1: Establish a strategy and business model which promote long-term value far shareholders

The Board has established a strategy and business mode! which seeks to promote long-term value for shareholders. This is set outin the Strategic Report
section of this Annual Report. The Group’'s business model is evolving, evidenced by the cessation of mining, towards services and property development.
The risks to the Group posed by this transition have been evaluated by the Board and continue to be on a reqular basis. These risks and the Board's views
on the mitigations which balance them, are set out in the Risk Management section of this report.

Principle 2; Seek to understand and meet shareholder needs and expectations

An important role of the Board is to represent and promote the interests of the Company’s shareholdars as well as being accouniable to them for the
performance and activities of the Group. The Board believes it is important to engage with its shareholders and aims to do this through presentations,
conference calls, face-to-face meetings and the Annual General Meeting, Following the announcemert of the Group's half-year and year-end results,
presentations are made o analysts and major shareholders to update thern en progress and invite them to ask questions. The Board is updated on the
latest shareholder informatian by the receipt of shareholder register movements, analyst reports and feedback from the Company's brokers following
investor road shows after half-year and year-end results. Alt Directors attend the Annual General Meeting and engage in discussion with shaseholders
present (although, due to UK government and Public Health England restrictions as a result of COVID-19, external shareholders were unable to attend to
the 2020 Annual General meeting). The Company pravides cantact details on the investor relations page of its website which investors can use 1o contact
the Company.

Principte 3: Take into account wider stakeholder and social responsibilities and their implications for long-term success

The Board recognises that the Group's customers, suppliers and employees are crucial 1o its success. The Group has established long-term relationships
with key customers and suppliers and the Board encourages feedback from employees to improve the culture and working environment of the Group.
The Group Chief Executive holds reguiar meetings with senicr managers hath to keep them informed of Board decisions and shareholder feedback but
also to gather views and input fram the business units, The senior managers then cascade that information down through the businesses through their
reporting channels, Additionally, the Group's intranet carries a range of statements and information updates which employees can access. There are
specific information channels in respect of health & safety matters. The Group has a proactive approach to safety, health and the environment and is
committed to the highest practicable standards of safety and health management and the minimisation of adverse environmental impacts (as further
detailed below at “Principle 8: Promote a corporate culture that is based on ethical values and behaviours™).

Principle 4: Embed effective risk management, considering both opportunities and threats, throughout the organisation

The Company’s approach ta risk is set out within the Risk Management section of this Annual Repart. The Board has devolved consideratie levels of
autonomy Lo management to run and develop the business of the Group. The Board believes that a well-designed system of iniernal reperting and
control is necessary. The Board therefore continues o have overall responsibility 10 develop and strengthen internaf controls. The Audit & Risk Committee,
on behalf of the Board, has the responsibility for reviewing internal controls. The system is designed to provide reasonable, but not absclute, assurance
that the assets of the Group are safeguarded, that proper accounting records are maintained, and that reliable financial information is praduced. Al
subsidiary undertakings are required 1o adhere to specified internal control procedures. The Audit & Risk Cornmiittee receives regular reports on internal
contiol. Monitoring of compliance with the Group's system of internal control is undertaken by all levels of management and the internal audit function.
This is reinforced by the role fulfited by the Audit & Risk Committee (as further detailed below at "Principle 9: Maintain governance structures and
processes that are fit for purpose and support good decision-making by the Board”).

Principle 5; Maintain the Board as a welli-functioning, balanced team led by the Chair

The Board

The Groug is headed by an effective Board, which controls and leads the Group. The Board meets at least ten times per year, receiving appropsiate
infarmation from management on a timely basis, and making further detailed enquiries where necessary to enable it 1o fully discharge its duties

The Directors attended the following meetings in the year ended 3t May 2021

Audit & Rlsk Remuneration Neminations
Attendance at meetings Board Cor G I Lammittae
Number of meetings 13 4 8 1
Gordon Bartham 13 attended n/a n/a n/a
Nigel Halkes 13 attended 4 attended B attended 1 attended
John Samuel 13 attended n/a n/a n/a
Roger McDowell 13 attended 4 attended § attended 1 attended
David Anderson 13 attended n/a nfa n/a
Christopher Jones 13 attended 4 attended 8 attended 1 attended
Nicholas Milis (appointed 9 September 2020) 8 attended 4 attended 5 attended 1 attended
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Corporate Governance continued

The Board is coliectively responsible for the long-tesm success of the Group and has ultimaie responsibility for the management, direction and

performance of the Group and its businesses. The Baard is required to exercise objective judgerment on all corporate matters and is accountable

to sharehalders for the proper conduct of the business, All Directors have access to the advice and services of Group Legal Counsel who assists the

Compary Secretary The Company Seceetary is responsible to the Board for ensuring that procedures are followed and for compliance with applicable

rules and regulations. There is a clearly defined division of responsibilities betwean the Chairman and the Group Chief Executive. The Chairman is

primarily responsible for the leadership and effective working of the Board. This is achieved by:

- chaiting Board meetings, setting the agendas in consultation with the Group Chief Executive and Company Secretary and encouraging the Directors
to participate actively in Board discussions;

- leading the performance evaluation of the Board, its Committees and individual Directors;

- promoting high standards of corporate governance;

- ensuring timely and accurate distribution of information to the Directors and effective communicaiion with shareholders;

- periodically holding meetings with the Non-Executive Directors without the Executive Directors present; and

+ establishing an effective working relationship with the Graup Chief Executive by providing support and advice whilst respecting executive responsibility.

The Group Chief Executive is responsible for the executive management of the Group and for ensuring the implementation of Board strategy and policy
within approved business plans, budgets and timescales. Further details of the composition of the Board and Director's attendance at Board and
Committee meetings are set out in this Annual Report.

Nor-Executive Directors

Non-Executive Directors bring a wide range of experience to the Group. The QCA Code states that the Board should have at feast iwao independent
Non-Executive Directors and that, since independence can easily be comgromised, Non-Executive Directors should not normally participate in
performance-related remuneration schemes, The Board currently has four Non-Executive Directors including the Non-Executive Chairman. The
Non-Executive Chairman is a participant in the Comparty's Long-Term Incentive Plan scheme entitled the Hargreaves Services plc Share Option Scherme
2019, which was approved by shareholders at a genetal meeting of the Company on 22 January 2019, Whilst the Board considers that the Non-Executive
Chairman is independent, save for his participation in the Hargreaves Services plc Share Option Scheme 2019, in any event, the Board has twa other
independent Non-Executive Directors.

Conflicts of Interest

The Articles of Association enable the Directors to authorise any situation in which 2 Director has an interest that conflicts or has the potential to conflict
with the Company's and Group's interests and which would otherwise be a breach of the Director's duty under section 175 of the Companies Act 2006.
The Board has a formal system in place for Directors to declare such situations to be considered for authorisation by those Directors who have no interest
in the matter being considered. The Nominations Committee reviews conflicts of interests when considering new 8oard appointments.

Principle 6: Ensure that between them the Directors have the necessary up-to-date experience, skills and capabilities

Details of the Directors' skills and experience are set out in the Directors' biography page within this Annual Report. The Directors bring a wide range of
expertise on issues related to operations, strategy and governance. The Board is satisfied that, between the Directors, it has an effective and appropriate
mix of skifls and experience.

All newly appointed Directors receive a full, formal and tailosed induction on joining the Board, including meetings with senior management and advisers
and visits to the Group's operational focations. The Board calendar is planned 10 ensure that Directors are briefed on a wide range of topics throughout
the year and are given the cpportunity 1o visit sites and discuss aspects of the business with employees. The Board recognises that the OQirectors have

a diverse range of experience and encourages them to attend external seminars and brriefings that will assist thermn individually. Directors have access to
independent professional advice at the Group's expense where they judge this to be necessary ta discharge their responsibilities as Dwectors. All Directors
have access to the advice and services of the Company Soticitor who assists the Campany Secretary, who is responsible to the Beard for ensuring
compliance with Board procedures.

Whilst there have been no significant matters during the year on which the Board or any Committee has sought external advice, the Board is advised
by its nominated adviser Singer Capital Markets.

Principle 7: Evaluate Board performance based on <lear and relevant objectives, seeking continuous improvement

To further strengthen Group compliance, the Board undertakes an annual performance review that reviews and measures its effectiveness and that

of its Committees. Each Board/Committee member completes an assessment, which provides numeric scoring against specific categories. Each Board/
Cormmittee member also provides recommaendations for improvement of the effectiveness of the Board/Committee. The assessments provide an
effective platform for reviewing performance and, over time, a greater focus has developed on particular recommendations, which has prompted fruitful
discussions among the Board and influenced its operation.

The criteria for effectiveness include assessing:

+  Key Board/Committee functions;

- Board/Committee composition (including succession planning;

« external reporting and infosmation flows;

- Board/Committee culture;

- Board/Committee information for meetings and the meetings themselves; and
= Board development.

Fullowing this year's annual performance review, which was carried out using a self-assessment questionnaire, the Board debated categories where
at least one Director awarded a score of less than 3 aut of 5.
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1. 2. Directors’ Report 3.

As set out in our 2020 Annual Report, following 2019's performance review, the Board noted that a further Non-Executive Director was required in order
10 provide further balance and experience 1o the Board. As a result, the Board appointed Chiistopher Jones as Non-Executive Director on 1 Apiil 2020.
Additionally, Nicholas Mills was appointed an 9 September 2020, The 2021 performance review noted a significant improvement in scores awarded by
Directors in respect of the size of the Board 2nd the Board having the appropriate balance of competencies, experiences, skifls and knowledge.

Alongside the annual performance review, the Chairman conducts an informal appraisal in respect of the Graup Chief Executive and the Group Chief
Executive conducts appraisals in respect of the other Executive Directors. For details regarding succession planning and the process for senior
management appointments, please refer o the section entitled *Nominations Committee” (under the heading "Principle 9 Maintain governance
structures and processes that are fit for purpose and support good decision-making by the Board”) below.

Principle 8: Promote a corporate culture that is based on ethical values

Culture

The Company has a strong ethical culture based upon its Code of Ethics which can be found on the Company's website. The Company's reputation is
built on its values as a company, the values of its employees, and the collective commitment to acting at all times with integrity. Part of the work of the
Audit & Risk Committee involves reviewing the Group Whistleblowing Policy by which employees of the Group may, in confidence, raise concerns about
possible financial or other improprieties. The appropriateness of the Board's corporate governance structures is reviewed as part of the 8oard and
Committee effectiveness process described above.

Compliance with Laws

The Group has systems in place designed to ensure compliance with all appticable laws and regulations and conformity with all relevant codes of
business practice. Compliance with the Bribery Act 2010 involves an Anti-Corruption Policy and a Group Whistleblowing Policy. Training is given to
all appropriate employzes through the use of online tools to ensure that there is full understanding of the Bribery Act 2010 and competition law and
awareness of the consequences of not adhering to Group policies. The Group's Whistleblowing Policy is used to encourage staff to raise concerns

in the knowledge that concerns raised in good faith will be taken seriously and investigated.

The Group has taken the appropriate steps to comply with the provisions of the Market Abuse Regulation and the Modern Slavery Act. The Group has put
in place processes and policies to comply with the General Data Protection Regutation ("GDPR") and has a Data Protection Officer who is responsible for:
managing infarmation governance; implementing the requirements of GDPR; and arranging for online training to be given to appropriate employees.

Safety, Health and Environment

The Group has a proactive approach to safety, health and the environment and is commitied 1o the highest practicable standards of safety and health
management and the minimisation of adverse environmental impacts. The Board ensures that health and safety issues for employees, customers and the
public are of foremast concern in all Group activities and ingrained in day-to-day activities. The Group Chief Executive, supported by external advice, is
charged with overall responsiility. The Group encourages both internal and external training through a formal network of full-time officers and Heafth
and Safety nominated "champions” at all levels. Statistica! anzalysis is used to highlight any areas where additional trzining or improved working practices
wouid be beneficial, and positive action is promptly implemented. All divisions have formulated safety management systems. To protect employees,
custorners and contractors, the Group has implemented a series of measures to safeguard against the threat posed by Covid-19 bath in the office
environment and at sites details of which are set out in the Risk Management section of this Annual Report.

Environmenta), Social and Governance

We are developing a Cross-Business Working Group to assess procedures, review methods and identify goals 1o enable balanced judgements 1o be made
going forward. The Cross-Business Working Group will work towards the requicements of the Task Force on Climate-refated Financlal Disclosures [TCFO).
The Cross-Business Working Group's findings will form an integral part of future financial reports and investor presentations. Further details can be found
together within the Ervironmental, Social and Governance report at pages 18 to 23. Pages 18 1o 23 also set out the Group’s approach in respect of
environmental engagement, social engagement and governance of environmental and sacial matters.

$rinciple 9: Maintain governance structures and processes that are fit for purpose and support good decision-making by the Board
The Board

Please see details above at “Principle 5. Maintain the Board as a well-functioning, balanced team led by the Chair’. The Board has a schedule of matters
which are specifically resesved for its decision which can be viewed on the Comipany’s website.

Board Committees

The Board has three Committees that assist in the discharge of its responsigilities:
« Remuneration;

« Audit & Risk; and

»  Nominations.

Remuneration Committee

The Remuneration Committee, which has been chaired by Christogher Jones since the 2020 Annual General Meeting and comprises the Non-Executive
Dhrectors, is responsible for making recommendations ta the Board on the Group's framework of executive remuneration and its cost. The Committee
determines the contract terms, remuneration and other benefits for each of the Executive Directors, including performance-related bonus schemes, pension
rights and compensation payments. The Board itse!f determines the remuneraiion of the Non-Executive Directors. Further details on the composition and
work of the Remuneration Committee are set out in the Remuneration Committee Report within this Annual Repart The Terms of Reference of the
Remuneraticn Committee can be viewed on the Company's website.
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Corporate Governance continued

Audit & Risk Committee

The Audit & Risk Committee, which is chaired by Nigel Halkes and comprises the Non-Executive Directors, is responsible for reviewing a wide range of
financial reporting and related matiers including the half-year and annual accounts before their submission to the Boaed. The Commitree is required

to focus in particular on critical accounting policies and practices adopted by the Group, and any significant areas of judgement that materially impact
reported results It is also responsible for menitoring the internal controls that are cperated by management to ensure the integrity of the infermation
reparted to the shareholders. An internat audit function, which reports directly to the Chair of the Audit & Risk Committee, supports the Audit & Risk
Committea in this process. The Committee provides a forum for reporting by the Group's external auditors, and advises the Board on the appointrment,
independence and ebjectivity of the external auditors and on their remuneration both for statutory audit and non-audit work. It a'so discusses the
nature, scope and timing of the statutory audit with the external auditors. The Committee also reviews the appropriateness of the annuat internal

audit programme fas the Group and ensures that the business risk management and intarnal audit functions are adequately sponsored and resourced.
The ESG Working Groug witl also raport to the Committee. The Committee meetings are also attended, by invitation, by the Chief Executive and Group
Finance Directer, The Committee meets not less than four times annually. Further details on the composition and work of the Audit & Risk Committee
are set out in the Audit & Risk Committee Repart within this Annual Report. The Terms of Reference of the Audit & Risk Committee can be viewed on the
Company's website,

Nominations Committee

The Nominations Commitiee, which is chaired by Roger McDowetl 2nd comprises the Non-Executive Oirectors and the Group Chief Executive, is responsible
for reviewing the structure, size and composition required of the Board when compared to its current position. It makes recommendations to the Board
with regard to any changes and considers and reviews succession planning for Board Directors, taking inta account the chaltenges and opportunities
facing the Group. It identifies and nominates for Board approval suitable candidates to fill Board vacancies as and when they arise, and it keeps under
teview both the Executive and Non-Executive leadership needs of the Company to enable the Group to compete effectively in the marketplace The
Nominations Committee also has responsibility for evaluating the performance of Non-Executive Directors, recommending as appropriate re-appointment
of Non-Executive Directors at the end of their specified terms of office, and overseeing the re-election by shareholders of any Director under the
“retirement by rotation” provisions in the Company’s articles of assaciation. The Terms of Reference of the Nominations Committee can be viewed on

the Company's website.

All Directors have service agreements or letters of appointment and the details of their terms are set out in the Rernuneration Report.

The Committes recognises the benefits to the Groug of diversity in the workforce and in the composition of the Board itself. While the Company will
continue to make all appointments based on the best candidate for the role and without prejudicing its policy of appainting the mest suitable applican
for any role, it is aware of the desirabifity of female and minority representation In making senior appeintments the Board will give particular weight 10
addressing diversity in the constitution of senior management including directors.

Evolution of Governance Framawork
The Board continuously monitors its composition and governance framework taking into accounk effectiveness and the Greup's strategy.

Principle 10: Communicate how the Company is governed and is performing by maintaining a dialogue with shareholders and
relevant stakeholders

In addition to this Annual Report, the Company’s website coniains fuli information on the governance, management and activities of the Group and
features all presentations given by the Executive Directors to shareholders.

Approval
The Board approved the Corporate Governance Report on 27 July 2021

Roger McDowell
Chairman
27 July 2021
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1 2. Uirectors’ Report 3,

Remuneration Report
Christopher Jones,
Chairman of the Remuneration Committee

Responsibilities and Role of the Remuneration Committee

The Committee’s principal function is 10 review the remuneration of the Executive Directors. It also manitors the remuneration of the Group's senior
managers The remuneration strategy. policy and approach for all staff, is also reviewed annually by the Committee. The full Terms of Reference of the
Committee are available on the website.

The policy for the current and future financial years for the remunesation and incentivisation of the Executive Directors is as follows:
1o ensure that individual rewards and incentlves are aligned with the performance of the Company and the interests of shareholders;
10 ensure that performance-related elerments of remuneration constiute a material proportion of an executive’s remuneration package; and
to maintain a competitive remuneration package which enables the Company to attract, retain and motivate high-calibre executives.

The Commities reviews the Company’s executive remuneration arrangements and implements incentive arrangements to support the objective of
rewarding those individuals who deliver real and genuine shareholder value. In develogping the arrangernents, the Committee and its advisers consider
current market practice.

Membership of the Committee
The members of the Committee, which met on eight accasions during the year, were:

Christopher Jones (Chair from 28 Qctober 2020)
Nigel Halkes (Chair untif 28 October 2020)
Roger McDowell

Nicholas Mills (appointed 9 September 2020)

All members of the Committee are Non-Executive Directors and are recognised by the Board as capable of bringing independent judgement ta bear.
During the year, the Board appointed a further Non-Executive Director, Nicholas Mills, who joined the Board and the Cornmittee on'9 September 2020.
Christopher Jones became Chair of the Committee after the 2020 Annual General Meeting, allowing Nige! Halkes to focus on his role as Chair of the Audit
& Risk Committee. The Group Chief Executive 15 consulted and invited 1o attend meetings, when appropriate. The Group Finance Director also attended
meetings as required and pravided relevant information to the Committee to ensure that the Committee's decisions are informed and take account of
pay and conditions acrass the Group. No Director can be present when his wn remuneration is discussed.

Ouring the year the Committee reviewed and considesed the proposed appointiment of all new employees whose basic salary was in excess of £100,000;
annual pay rises and conditions of service for all employees earning over £100,000 per annum; banus scheme arrangements; the vesting and granting of
tong-Term Incentive Plans; the principles governing the Group's annual pay review; and the effectiveness of the Commitiee

Components of Remuneration

Basic Salary

This is a fixed cash sum, payable manthly. Salaries are reviewed annually by the Remunecation Committee in the light of individual performance, experience
in the role and markes comparisons. Due to Covid-19, the Committee decided to defer the 2020 annual salary review, which is normally carriad out at

1 June, until the impact of Covid-19 on trading and market condizions facing the Group could be better understood. The review was implemented in
September 2020 but backdated to 1 June 2020. A cost of living increase of 1% was awarded at that date to all employees although no such award was
made to the Executive Directors. During the year, there have been no changes to the benefits which the Executive Directors receive. The Committee is
again recommending that there be no increase in the salaries of the Executive Directors for the year ending 31 May 2022,

Annual Bonus

Executive Directars participate in an annual incentive bonus scheme linked to the actual achievement of a Group profit before tax target set by the
Committee. Additionally. shou'd that target be achieved, a deduction of 10% is made if the Group Health & Safety target is not achieved. For the year
ended 31 May 2021, the Cornmiittee also set some specific cash targets for the Group which would have resulted in a further deduction of 10% of any
bonus earned should they not have been achieved. The total bonus which could have been earned was capped at 100% of salary in respect of the Chief
Executive and the Group Finance Director and 75% in respect of the Group Property Director. Bonuses do not caunt towards the calculation of pension
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Remuneration Report continued

entittement. The bonus target for the financial year ended 31 May 2021 was achieved and accordingly total bonuses amounting to £531,600 have been
earned. Na bonuses were earned in respect of the financial year ended 31 May 2020. Similar criteria have been set in respect of bonus arrangements for
the financial year ending 31 May 2022, As part of the terms of his recruitment, David Anderson received @ guaranteed bonus of £40,000 for the year ended
31 May 2020. A similar entitlement apglied to the year ended 31 May 2021 and the £40,000 forms part of his total bonus for that financial year. No such
entitlement applies for the year ending 31 May 2022,

Long-Term Incentives

From time to time, the Executive Directors and other senior employees have been invited 1o participate in Long-Term Ingentive Plans {"LTIPs"), whereby
shares in the Group are awarded subject to performance criteria. The Board believes that such plans are an important element of overall executive
remuneration and assist In aligning the financial Interests of £xecutive irectors and other senior employees with those of the shareholders,

At the Annual General Meeting held on 30 October 2019, shareholders approved a new Long Term Incentive Plan, the Hargreaves Services plc Executive
Share Option Scheme, under which all awards are now made, Details of this LTIP and awards made under it are set out below.

Benefits in Kind and Pensions

In 2ddition to basic salary, Executive Directors are entitled to the follawing benefits: paid holiday, company car, contributions to a personal pension plan
and life assurance, private medical insurance and permanent health insurance. No Director has benefits under any of the Group's defined benefit pension
schemes.

Non-Executive Directors’ Remuneration

The Non-Executive Chairman’s basic salary is £80,000 per annum and other Non-Executive Directors receive a basic salary of £40,000 per annum,
Additionally, the other Non-Executive Directors receive an additional £2,500 per annum for chairing each Board Committee and N Halkes receives
£2,500 for acting as Senior Independent Director. These salaries were not increased in the year ended 3) May 2021 and there is no proposal 1o increase
them for the year ending 31 May 2022.

Directors’ Remuneration for the Year to 31 May 2021 (Audited)

Salary/Fees Bonus Benefits Toral Pentlan

200 2020 w2 000 2021 2020 2021 2020 2021 2020

£000 £000 £000 £000 €000 £000 £000 €000 €000 £000
Gorden Banham 470 470 470 - 56 53 997 523 118 118
John Samuel 280 280 280 - 19 19 579 299 42 42
David Anderson 225 225 169 40 17 45 410 30 45 45
Roger McDowell 80 80 - - - - 80 80 - -
Nigel Halkes 15 45 - - - - 45 45 - -
Christapher Jones 43 7 - - - - 43 7 - -
Nichclas Milks 29 - - - - - 29 - - -
Total 1172 1,107 919 40 92 1n? 2,183 1,264 205 205

Notes:

David Anderson’s conract inchudes a guaranteed bonus of £40,000 for the year ended 31 May 2021.
Christopher Jones's emoluments in 2020 tepresent the period from 1 April 2020 to 31 May 2020.
Nicholas Mills' emoluments in 2021 represent the periad from 9 September 20201 31 May 2021,

Directors’ Service Contracts and Letters of Appointment
The Directors have entered into service agreements and letters of appointment with the Carnpany and the principal tesms are a3 follows:

Cemmencement of 2020
Date of latest agreement Name Pasition period of office annual salary (E) Motice periad
3 Septermber 2013 Gordon Banharn Group Chief Executive | Qcrober 2001 470442 12 months
2 January 2018 John Samuel Group Finance Director 2 January 2018 280,000 6 months
14 November 2018 David Anderson Group Property Director 14 Novemnber 2018 225000 6 months
i1 May 2018 Roger McDowell Non-Executive Chairman 11 May 2018 80,000 3 months
21 August 2015 Nigel Halkes Non-Executive Director 21 August 2015 45,000 n/a
1 April 2020 Christopher Jones NorwExecutive Director 1 April 2020 42,500 n/a
9 September 2020 Nichalas Mitls Non-Executive Oirector 9 September 2020 40,000 3 months
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Non-Executive Directors are not generally eligible to participate in any incentive plans, share option schemas or Company pension arrangements and are
not entitled 1o any payment in compensation for any early termination of thelr appointment although, as a condition of Roger McDowell's appointment,
he was granted LTIPs as set out below.

Directors’ Share Options

Nao tights ta subscribe for shares in Group companies were granted to any of the Directors or their immediate families, or exercised by them, during the
financiat year and up to the date of this Directors’ Report except as indicated below. At 31 May 2021, no Director holds any rights to subscribe for shares
in Group companies.

Long-Term Incentive Plan (“LTIP”) {Audited)

The Hargreaves Services plc Executive Share Option Scheme

At the Annual General Meeting held on 30 October 2015, the Hargreaves Services ple Executive Share Option Scheme ("the Executive Share Option
Scheme”), was approved Dy sharenclders. The scheme contains performance criteria measwring both the Company’s awn Total Sharehotder Return aver 3
three-ygar period and also measuring its comparative peirformance against a basket of other listed companies. It is envisaged that awards with a value up
to 50% of a recipient’s base salary will be made annually under the Executive Share Option Scheme to Executive Directars and other senior management
as determined by the Committee. The following awards were granted in the year ended 31 May 2021:

Director Date nfgrant. Exerclse price No. of options granted Exercise period

Gordon Banham 5 August 2020 10p per share 63927 6 Aug 2023-5 Aug 2025
John Samuet 5 August 2020 10p per share 63927 § Aug 2023-5 Aug 2025
David Anderson 5 August 2020 10p per share 51,370 6 Aug 2023-5 Aug 2025

Additienally, the following awards were granted in the year ended 31 May 2020:

Qirector Date of grant Exertlse price No. of opligns granted Exercise periad
Gordon Banham 13 December 2019 10p per share 48,894 14 Dec 2022-13 Dec 2024
John Samuel 13 Decermnber 2019 10p per shate 48,894 14 Dec 2022-13 Dec 2024

The performance criteria uses the average mid-market closing Share price for the 21 Trading Days preceding 1 June during the year of the grant of the
Option a5 a “Base Value™. The number of Shares 1o bie acquired on the exercise of an Option is dependent on the Total Sharehclder Return on the third
anniversary of the Date of Grant (*Strike Date”) calculated by reference to the average Share price for the 21 Trading Days preceding the Strike Date.

The performance pararneters for Total Shareholder Return 15 solit equally between two parts as follows:

. 50% of the Option is based upon the Company's performance (the "Company Perfoermance Option”). If the Total Shareholder Retuin figure on the
Strike Date reflects 100% or more growth in excess of the Base Value, the Company Performance Option may be exercised in full. if the Total
Shareholder Return figure at the Strike Date reflects less than 25% growth in excess of the Base Value, the Company Performance Option lapses and
ceases to be exercisable. In the event that the Total Shareholder Retuen figure at the Strike Date reflects percentages between 25% growth and 100%
growth above the Base Value, the number of shares to be acquired under the Company Performance Option 15 based on & linear calculation between
the 25% growth and 100% growth outcomes from zero at 25% growth to 100% at 100% growth or greater.

2. 50% of the Option is based upon benchmarking the Company’s performance against the Peer Group {the *Peer Group Performance Option®). The
giowth of each of the companies in the Peer Group Is measured using the average mid-market closing share price of such campany for the 21 Trading
Days preceding 1 June Swring the year of grant of the Option and calculating the growth at the Strike Date by reference o the average share price for
the 21 Trading Days preceding the Strike Date. The growth of the Company {measured using the Base Value and the Sirike Value) is then ranked in the

Peer Group TSR List” alongsicie the growth of the companies in the Peer Group. If the Company:
is ranked below the median position of the Peer Group TSR List, the Peer Group Performance Option lapses and is nat exercisable;

« is ranked first in the Peer Group TSR List, the Peer Group Performance Option may be exercised in full and

- isranked at or above the median of the Peer Group TSR List but below first, the number of shares in respect of which the Peer Group Performance
Option may be exercised shall be calculated on a straight line basis from 25% at the median position ta 100% for ranking first (rounded up 1o the
nearest whele number of Shares).

No option shall be granted under the Executive Share Option Scheme on any date if, as a result, the total number of shares issued or issuzble pursuant to

options and other rights granted under the Executive Share Option Scheme rogether with any other employee share scheme established by the
Company on o after Admission, would exceed 10% of the issued ordinary share capital of the Company on the date of grant.
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The Hargreaves Services plc Share Option Scheme 2019
On 22 January 2019, shareholders in general meeting approved an LTIP scheme, the Hargreaves Services ple Share Option Scheme 2019 (“the Share
Option Scheme 20197}, The following awards were granted in the year ended 31 May 2019

Directar Date of grant Exercise price No. of optlens granted Exerclse period

Rager McDowell 30 January 201% 1Cp per share 285144 31 Jan 2022-30 Jan 2024
Gordon Banham 30 January 2019 10p per share 75,250 31 Jan 2022-30 Jan 2024
John Samue! 30 January 2019 10p per share 75,250 31 Jan 2022-30 Jan 2024
David Anderson 30 January 2019 10p per share 64,157 31 Jan 2022-30 Jan 2024

The Share Option Scherme 2019 requires a minimum 35% Total Shareholder Return to be achieved over the three-year period ending on 31 July 202!

(*the Vesting Period”} from a base value of £3.515 ("Base Value®} before vesting can commence. H00% vesting would occur at an 85% Total Sharehotder
Return over the above pericd from the Base Value. The rules of the Share Option Scherne 2019 allow participants to exetcise options, to the extent they
have satisfied the performance conditions, after the expiry of the Vesting Period, An option lapses five years after the date of the grant, except if the
participant dies, in which case the option lapses 12 months following death, whichever date is earlier. Na disposa! may be made of ary shares arising from
the exercise of an option until five years after the date of grant ather than to satisfy any tax liability arising on exercise. The aptions under the Share Option
Scheme 2019 lapse if the minimum performance criterion is not met.

No further options wiil be granted under the Share Option Scheme 2019

Ordinary shares issued pursuant to either the Executive Share Option Scheme or the Share Oprtion Scheme 2019 shall rank pari passu in all respects with
the ordinary shares already in issue.

Deferred Bonus Scheme

A Deferred Bonus Schemne (‘the Deferred Borus Scheme™) was implemented in December 2019, Deferred Bonus Scheme H was implemented on

5 August 2020 when a total of 62,448 options were granted to two employees, neither of whom is 2 Director. Details are set out in Note 26 to the financial
statements. Additionally, on 1 October 2020, Deferred Bonus Scheme | was implemented when a 1otal of 38,835 opticns were granted to an employee
whois not a Director.

The Deferred Bonus Scheme was designed to allow awards to be made to Executive Birectors and eligible employees in order to attract and retain key
members of staff. The awards under the Scheme are based on a percentage of salary. This figure is then converted into a number of shares using the
mid-closing price of a Hargreaves Services plc ordinary share on the day preceding the award. Other than serving the retention period of three years
from the date of award, the Deferred Bonus Scheme has no performance criteria.

The Remuneration Committee Report was approved by the Board on 27 July 2021 and signed on its behalf by,
Christopher Jones

Chair of the Remuneration Committee
27 July 2021
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Statement of Directors’ Responsibilities
in Respect of the Annual Report and the Financial Statements

The Directors are responsible for prepanng the Annual Report and the financial statements (n accordance with applicable law and regulation,

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have prepared the group and the
company financial staterments in accordence with international accounting standards in confarmity with the requirements of the Companiles Act 2006.

Under company law, directors must not approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs
of the group and company and of the profit or loss of the group for that period. in preparing the financial statements, the directors are required to:

- select suitable accounting policies and then apply them consistently;

- state whether applicable international accounting standards in conformity with the requirements of the Companies Act 2006 have been followed,
subject ta any material departures disclosed and explained in the financial statements;

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

- prepare the finandial statements on the going concern basis unless it is inappropriate to presume that the group and company will continue in business

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

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the group’s and company’s transactions
and disclose with reasonable accuracy at any time the financial position of the group and company and enable thern 1o ensure that the financial
statements comply with the Companies Act 2006.

The Directors are responsible for the maintenance and integrity of the company’s website Legislation in the United Kingdom governing the preparation
and dissernination of financial statements may differ from legislation in other jurisdictions,

Directors’ canfirmations

The Directors consider that tha annual report and accounts, taken 2s a whole, is fair, balanced and understandable and provides the information
necessary for shareholders 1o assess the group’s and company’s position and performance, business rodel and strategy.

In the case of each Director in office at the date the directors’ report is approved

- sofar as the Director is aware, there is no relevant audit wformation of which the group’s and company's auditors are unaware; and

- they have taken all the steps that they ought 1o have taken as a director in order to make themselves aware of any relevant audit information
and to establish that the group’s and company's auditors are aware of that information.
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Independent Auditors’ Report
to the members of Hargreaves Services plc

Report on the audit of the financial statements

Qpinion

Int our opinion, Hargreaves Services plc's group financial statements and parent company financial statements {the “financial statements”):
give a true and fair view of the state of the group's and of the parent company's affairs as at 31 May 2021 and of the group’s profit and the group's and
parent company’s cash flows for the year then ended;
have been properly prepated in accordance with international accounting standards in conformity with the requirements of the Companies Act 2006; and
have been prepared in accordance with the requirements of the Companies Act 2006

We have audited the financial statements, included within the Annual Report and Accounts 2021 (the “Annual Report™), which comprise: the Group and
Parent Lompany Balance Sheets as at 31 May 2021; the Consolidated Statement of Profit and Loss and Other Comprehensive Income, the Group and
Parent Company Statements of Changes in Equity and the Group and Parent Company Cash Flow Statements for the year then ended; and the notes
to the financial statements, which include a description of the significant accounting policies.

Basis for opinion

we conducted our audit in accordance with International Standards an Auditing (UK} (115As (UK)"} and applicable law. Our responsibilities under ISAs (UK)
are further described in the Audiiars’ responsibilities for the audit of the financial statements section of our report. We believe that the zudit evidence we
nave obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the group in accordance with the ethical requirements that are relevant to our audit of the financial statements in the UX,
which inchudes the FRC's Ethical Standard, as applicable to listed entities, and we have fulfilled our other ethical responsibilities in accordance with these
requirements.

Quraudit approach

Overview

Audit scope

The group is structured along four segrments being Services, Hargreaves Land, Hargreaves Services Europe 'MSEL with the remaining areas of the group
included in an Unallocated segment. The group financial statements are a consolidation of the 111 reporting units within these four segments including
the group's centralised functions.

Given the significance of the components to the group's revenue, Hargreaves Industrial Services Limited, and the bulk haulage and minerals divisions
of Hargreaves (UK) Services Limited were considered significant components.

For further coverage Hargreaves Services plc and Blackwell Earthmoving Limited were included as full scope components.
Specific audit procedures were performed over certain financial statement line items across a further 15 reporting wnits.

Key audit matters
Risk of impairment to assets - Investments in subsidiaries and joint ventures (parent company)
+ Impact of COVID-19 (group and parent company)

Materiality

+ Overall group materiality: £2,050,000 (2020: £2,198,000) based on 1% of revenue.

+  Overall parent company materiality: £1,200,000 {2020: £1,453,000) based on 1% of total assets.
- Performance materiality: £1,537,500 (group) and £900,000 {parent company}.

The scope of our audit
As part of designing our audit, we determined materiality and assessed the risks of material misstaternent in the financial statements.

Key audit matters

Key audit matters are those matters that, in the auditors’ professional judgement, were of most significance in the audit of the financial statements of the
current period and include the most significant assessed risks of material misstatement (whether or not due to fraud identified by the auditors, including
thase which had the greatest effect on; the overall audit sirategy; the allocation of resources in the audit; and directing the efforts of the engagement
team. These matters, and any comments we make on the results of our procedures thereon, were addressed in the context of our audit of the financial
statemnents as & whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

This is not a complete list of all risks identified by our audit.
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1 2. 3. Financial Statements

Conteacting risk within C.A Blackwell (Contracts) Limited and sisk of impairment to goodwill and intangible assets, which were key audit matters ast year,
are na Jonger included because of the settlement of legacy contracts during the yeay, leaving the contracting risk at year end to be minimal and the
fact that the majority of the goodwill and intangible assets were impaired in the current year. Otherwise, the key audit matters below are consistent

with last year.

Key pudit matter

How our audit addressed the key audit matter

Risk of impairment to assets - Investments in subsidiaries and joint ventures
{parent company)

The parent company has investments of £26.0 million (including investments

in associates and joint ventures) (2020; £34.9 million). A total impairment
of £9.1 million has been recorded by management in the current year in

respect of investment balances within Hargreaves Services pic. The risk we

have focused on is that these non-current assets could be overstated and
a further impairment charge may be required.

The determination of whether cr not these non-current assets are
impaired involves subjective jirdgements and estimates about the future
results and cash flows of the business,

On an annual basis, management calculate the amount of headroom
between the value in use of the parent company's Cash Generating Units

{*CGUs™) and their carrying value to determine whether there is a potential

impairment of the investments relating to those CGUs.

The value in use of the CGU with respect to the investment hetd in

Hargreaves Services plc is dependent on a number of key assumptions

which include:

+ Forecast cash flows for the next five years;

- Along-term (terminal) growth rate applied beyond the end of the
five year forecast period; and

- Adiscount rate applied to the model.

See the accounting policies section within the financial statements for

disclosure of the refated accounting policies, judgements and estimates and

Note 15 for detailed investment disclosures within the financial staternents.

Wwe understood and evaluated management’s budgeting and forecasting
process. Upon obtaining the parent company’s impairment analysis we
tested the reasonableness of the key assumptions, including the following:
verifying the mathematical accuracy of the impairment models and
agreeing the carrying value of non-current assets being assessed for
imprairment to the balance sheet;

We challenged management’s calculated weighted average cost

of capital (WACC) used for discounting future cash flows within the

impairment model, utilising valuation experts to assess the cost of

capital for the group and comparable organisations. It was identified
that the WACC used by management was above an acceptable

range and as such we buift this difference into our procedures and

performed sensitivity analysis to ascertain the impact on the valuation

of investments. This only increased the level of headroom in the
impairment model;

« We traced the forecast financial infermation within the model te
the latest Board appraved budget and 5 year plan and challenged
management 1o provide support 1o correbaorate revenue and margin
assumptians, support for capital expenditure and considered the
accuracy of previous forecasts and we consider that the assumptions
were supported by approgriate evidence,

« We performed sensitivity analyses to ascertain the impact of reasonably
possible changes in key assumptions and to quantify the downside
changes needed befare an impairment would be required at the CGU
level; and

- We have reviewed the financial statement disclosures made with
respect to the sensitivity of the WACC, cash flows and growth rates
and we consider these to be appropriate.

wWe have also considered the impact of which COVID-19 has had on future
cash flows for each CGU with further detail on procedures performed
included within the impact of COVID-19' Key audit matter below.

In summary, we found, based on our audit work, the carrying value of
investments to be acceptable. We also constdered the disclosures made
within the financial statements and considered these to be appropriate.
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Independent Auditors’ Report continued

Key audit matter

How our audit addressed the key audit matter

Impact of COVID-19 (group and parent company)

COMID-19 was declared a globat pandemic by the World Health
Organisation on 11 March 2020 and the on-going response is having an
unprecedented impact on the economy which was considered as part of
the audit.

Because of its significance to the financial statements and to our audit, we
determined that management’s consideration of the potential impact of
COVID-19 on going concern is 2 key audit matter.

in relation to the group's going concern assessment, the Directors have
prepared a ‘base case’ cash Fflow forecast for the period to 30 November
2022 reflecting what they believe the impact of the COVID-19 pandemic
t0 be on future cash flows.

The group's forecast cash flows contain assumpticns over revenue, profitability
and cash generation, These forecasts have been stress-tested for severe but
plausible scenarios that could impact the group, as referred to within the
Going Concern and COVID- 19 disclosures in Note 1 - Accounting Policies.

These scenarios included a severe but plausible reduction within 3 key
divisional revenue streams over the course of the forecast period and
includes the defercal of significant cash receipts across the group and
alsoinciudes mitigating factors such as the option to suspend the final
dividend payment, the deferral of staff pay increases and bonuses and
the deferral of a number of land projects.

In assessing managernent’s consideration of the potential impact

of COVID-19, we undertook the following procedures:

- We obtained and assessed management’s board report that details
the group’s assessment and conclusion with respect to their ability
to continue as a gong concern;

- We evaluated the historical accuracy of the budgeting process to assess
the reliability of the data;

+ We evaluated management’s board approved base case farecast and
COVID-19 downside scenarios, and challenged the adequacy and
appropriateness of the underlying assumptions, including the level and
period of reduction in revenue and timing of significant cash receipts,
and confirmed management's mitigating actions are within their
control and can be taken on a timely basis if needed;

- We reviewed the forecasted divisional revenue streams and margins,
making comparisons with FY2F actuals 1o ensure they are appropriate
and accurately feed into the forecast modet;

We understood the mitigating actions taken by management, including
the option to suspend the final dividend payment;

We reviewed management’s sensitivity scenarios and we challenged
management to sun further downside scenarios in order o assess the
possible impact on future cash flows;

- We reviewed the disclosures included within the Annual Report and
consider these to be apprapriate; and
We are satisfied that appropriate financing is in place to support the
going concern assurnptian. The group has total cash on hand of £28.3m
at year end.

Cur conclusion in respect of going concern is included in the *Conclusions
refated to going congern” section below.

We have reviewed management's disclosures in the financial statements in
retation ko COVID-19 and are satisfied that they are consistent with the risks
affecting the group, their impact assessment and the procedures that we
have performed.

How we tailored the audit scope

We tailored the scope of our audit to ensure that we performed enough wark to be able to give an opinion on the financial statements as a whole, taking
into account the structure of the group and the parent company, the accounting processes and controls, and the industry in which they operate.

The group is struciured along four segments being Services, Hargreaves Land, Hargreaves Services Europe 'HSEL with the remaining areas of the group
included in an Unallocated segment. The group financial statements are a consctidation of the 111 reperting units within these four segments including

the group's centralised functions.

We, as the group engagement team, audited all components based in the UK, The HSEL segment based overseas, being DK Recycling und Roheisen
GmbH and Hargreaves Raw Materials Services GmBH, have been audited by Pw(C component auditors. The group audit team supervised the direction
and execution of the audit procedures perfarmed by the component team, Cur involvement in their audit process, including attending component
clearance meetings, review of their reporting results and their supporting working papers, together with the additional procedures performed at group
level, gave us the evidence required for our opinion on the financial statements as a whole.

Given the significance of the components ta the group's revenue, Hargreaves Industrial Services Limited, and the bulk haulage and minerals divisions of
Hargreaves {UK} Services Limited were considered 3 significant components. For further coverage Hargreaves Services plc and Blackwell Earthmoving

Lirnited were included as 2 full scope components.

Specific audit procedures were perfarmed over administrative expenses, amortisation and impairment of intangible assets, amounts owed from group
entities, cash and cash equivalents, deferred tax assets, inventory, investment property, other financial assets, other operating income, property, plant and
equipment, retirement benefit obligations, revenue, investments in joint ventures, share of profitin joint ventures and trade and other receivables across a
further 15 reporting units. This, together with additional procedures performed an the group's centralised functions, gave us the evidence we needed for
our opinian on the group financial statements as a whole.

As a result of this scoping we obtained coverage aver £169.2 million (83%) of the groug's external revenues
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1. 2 3. Financial Statements

Materiality

The scope of our audit was influenced by pur application of materiality. We set certain quantitative thresholds for materiality, These, together with
qualitative considerations, helped us to determine the scope of cur audit and the nature, timing and extent of our audit procedures on the individual
financial statement line items and disclosures and in evaluating the effect of misstatements, bath individually and in aggregate on the financial
statements as a whaole.

Based on our professional judgement, we determined materiality for the financiat statements as a whole as follows;

Financial statements - group Financial statements - parent company
Overall materiality £2,050,000 (2020: £2,198,000). £1,200,000 {2020: £1,453,000).
How we determined it 1% of revenue 1% of total assets
Rationale for Based on the benchmacks used in the annual report, we consider  We believe that total assets are considered ta be appropriate

benchmark applied  total ievenue 1o be the most appropriate benchmark as it provides  as it is not a profit oriented company. The parent company
: a more stable measure year on year than group profit before tax.  is 3 holding company only and therefore total assets is deemed
agenerally accepted auditing benchmark.

For each component in the scope of our group audit, we allocated a materiality thatis less than our overall group materiality. The range of materiality
allocated across components was between £598,000 and £1,844,000. Certain components were audited to a local statutory audit mareriality that was also
less than our overall group materiality.

We use performance materiality to reduce to an appropriately low level the probability that the aggregate of uncorrected and undetected misstalements
exceeds overall materlality. Specifically, we use performance materiality in determining the scape of our audit and the nature and extent of our testing of
account batances, classes of transactions and disclosures, for example in determining sample sizes. Our performance materiality was 75% of overall
materiality, amounting to £1,537500 for the group finandial statements and £900,000 for the parent company financial statements.

In determining the performance materiality, we considered a number of factors - the history of misstatements, risk assessrent and aggregation risk and
the effectiveness of controls - and concluded that an amount at the upper end of our normal range was approgpriate.

We agreed with those charged with gavemance that we would report to them misstatements identified during ow audit above £102,500 (group audi)
(2020: £109.000) and £60,000 (parent company audit) (2020: £109,000) as well as misstatements below those amounts that, in our view, warranted
reporting for gualitative reasons.

Conclusions relating to going concern

Qur evaluation of the ditectors’ assessment of the group’s and the parent company’s ability to continue to adopt the going concern basis of accounting

included:

- We obtained and assessed management’s Doard report that detaifs the group’s assessment and conclusion with respect to their ability to continue
as a gaing concern;

- We evaluated the historical accuracy of the budgeting process to assess the reliability of the data;

+ We gvaluated management’s board approved base case forecast and COVID-19 downside scenarios, and challenged the adequacy and
appropriateness of the underlying assumptions, including the level and period of reduction in revenue and timing of significant cash receipts, and
confirmed management’s mitigating actions are within their control and can be taken on a timely basis if needed. We reviewed the compasition
of costs at a divisional level within the forecasts to ensure they were prepared on a consisient and appropriate basis;

-+ We reviewed the latest trading results for the year to date in 2021 including trading within the lockdown period and compared to management’s
budget, FY20 actua's and revised forecasts, and considered the impact of these actual results on the future forecast period;

- We reviewed management's sensitivity scenarios and we challenged management to run further downside scenarics in order to assess the possible
impact on future cash flows; and

« We reviewed the disclosures included within the Annual Report and consider these to be appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that, individually or collectively,
may cast significant doubt on the group's and the parent company’s ability to continue as a going concern for a period of at least twelve months from
when the financial statements are authorised for issue.

In auditing the financial statements, we have conctuded that the directors’ use of the going concern basis of accounting in the preparatior: of the financial
statements is appropriate.

However, bacause not all future events or conditions can be predicted, this conclusion is not a guarantee as 1o the group's and the parent company's
abifity to continue as a going concarn,

Our responsibilities and the respensibilities of the directors with respect ta going concemn are descibed in the relevant sections of this repart.

Annual Repert and Accounts 2021 41

NI A o i wa TR 3-SR P . e e



Independent Auditors’ Report continued

Reporting on other information

The other information comprises al! of the information in the Annual Report other then the financial statements and our auditors' report therean, The directors
are responsible for the ather inforrmation. Qur opinion on the financial statements does not cover the other information and, accordingly, we do not
express an audit opinion or, except to the extent otherwise explicitly stated in this report, any form of assurance thereen.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider whether the

other information is materizlly inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If we identify an apparent material inconsistency or material misstatement, we are required to perform procedures 1o conclude whether there
is a material misstatement of the financial statements or a material misstatement of the other information. I, based on the work we have performed,

we conclude that there 1s a matenal misstaternent of this other information, we are required 1o report that fact. We have nothing to report based on
these responsibilities.

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

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

Strategic report and Directors’ Report
In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic report and Directors’ Report for the year
ended 31 May 2021 is consistent with the financial staternents and has been prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the group and patent company and their environment obtained in the course of the audit, we did not
identify any material misstaterments in the Strategic report and Directors’ Repart

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Directors’ Responsibilities in Respect of the Annual Report and the Financial Staternents, the directors are
responsible for the preparation of the financial statements in accordance with the applicable framework and for being satisfied that they give a true and
fair view. The directors are afsa responsibie for such internal control as they determine is negessary to enable the preparation of financial statements that
are free from matenal misstaterment, whether due to fraud or eror.

in preparing the financial staterents, the directors are responsible for assessing the group’s and the parent company’s ability to continue as a going
concern, disclosing. as applicable, matters related to going concern and using the going concern basis of accounting unless the directors either intend
to liquidate the group or the parent company or to cease operatians, or have no reaiistic alternative but (o do so.

Audltors’ responsibilities for the audit of the financial statements

Qur objectives are to obtain reasonable assurance about whether the financial staterments as a whaole are free from material misstatement, whether due
to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducied in accordance with 15As (UK) will dlways detect a material misstaternent when it exists. Misstatements can arise from fraud or error
and are considered material If, individuaHly or in the aggregate, they could reasonably be expecied to influence the economic decisions of users taken
on the basis of these financial statements.

liregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our responsibilities, outlined
above, to detect material misstatements in respect of irregularities, including fraud. The extent to which our procedures are capabte of detecting
irregulanties, including fraud, is detailed betow.

Based on our understanding of the group and industry, we identified that the principal asks of non-compliance with laws and regulations related to AIM

Rules for Companies, health & safety regulations, environmental regulations and tax legislation, and we considered the extent to which non-campliance

might have a material effect on the financial statements. We also considered those laws and regulations that have a direct impact on the financial

statements such as the Companies Act 2006. We evaluated management's incentives and opportunities for fraudulent manipulation of the financial

statements (including the risk of override of controls), and determined that the principal risks were related to posting inappropriate journal entries o

the statement of profit and loss and other comprehensive income, or through management bias in manipulation of accounting estimates. The group

engagement team shared this risk assessment with the component auditors so that they could include appropriate audit procedures in response to such

risks in their work. Audit procedures performed by the group engagement tearm and/or component auditors included:

+ Inguiry of management and those charged with governance around actual and potentiat litigation claims;

- Review minutes of meetings of those charged with governance;

+  Reviewing financial staterment disclosures and testing to supporting documentation to assess compliance with applicable laws and regulations;

- Reviewing legal expenditure in the year to identify potential nen-compliance with laws and regulations;

- |dentifying and testing journal entries, in particular any journat entries with unusual account combinations;

«  Challenging assumptions and judgements made by management in their significant accounting estimates and consideration of the impact of
COVID-19 on going concerm;

+ Reviewing the internal gudit reports.

42 Hargreaves Services ple



1. 2. 3. Financial Staterments

There are inherent hrnitations in the audit procedures described above. We are less likely to become aware of instances of non-compliance with laws
and regulations that are not closely related to events and transactions reflected in the financial statements. Also, the risk of not detecting a material
misstaternent due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate concealment by, for example,
fargery or intentional misrepresentations, or through collusion.

Our audit testing might include testing complete populations of certain transactions and balances, possibly using data auditing techniques. Mowever, it
typically involves selecting a limited number of items for testing, rather than testing complete populations. We will often seek to target particular items
for testing based on their size or risk characteristics. In other cases, we will use audit sampling to enable us to draw a conclusion about the population
from which the sample is selected.

Afurther description of our responsibilities for the audit of the financial statements s Jocated on the FRC's website at; www frc org.uk/
auditorsresponsibilities, This description forms part of our auditors” report.

Use of this report

This repory, including the opinions, has been prepared for and only for the parent company's members as a body in accordance with Chapter 3 of Part 16
of the Companies Act 2006 and for na ather purpose. We do not, in giving these opinions, accept or assume responsibility for any other purpose or to any
other person to whom this report is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting

Under the Companies Act 2006 we are required to report to you if, in our opinion:

- we have not obtained all the information and explanatians we require for our audit; or

- adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been received from branches not
visited by us; or

« certain disclosures of directors’ remuneration specified by faw are not made; or

- the parent company financial statements are not in agreement with the accounting records and returns,

We have no exceplicns Lo report arising ftom this responsibility.

Nicholas Cock {Senior Statutory Auditor}

far and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Newcastle

27 luly 2021
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Consolidated Statement of Profit and Loss and Other Comprehensive Income
for the year ended 31 May 2021

2021 2020
Continuing operations Nate €0 £000
Revenue 2 204,736 222,242
Cost of sales (181,453) (199,385)
Gross profit 23,343 22,857
Other gperating income 3 isn 5,288
Administrative expenses {29,234) (26,840
Operating (loss)/profit (2,070) 1,305

Analysed as.

Operating profit {before exceptional items and impairment charges) 4,751 4,563
Exceptional items 5 {2,786) (1,583)
impairment of intangible assets 14 (4,635) {1.575)
Qperating (loss)/profit (2,070) 1,305

Fimance income 8 646 845
Finance expenses 8 (1,882) {2134
Share of profit in joint ventures {net of tax) 15 17,680 2,135
Profit before tax 14,374 2151
Taxation 9 2,032 219
Profit for the year from continuing eperations 16,406 4,270
Other comprehensive {expense)fincome
lterns that will not be reclassified ta profit or loss
Remeasurements of defined benefit pension schermes 25 1,956 (1,129)
Tax recognised on items that will not be reclassified to profit or loss g (319) 283
lerns thar are or may be reclassified subsequently to profir o loss
Fareign exchange translation differences (1,806) 366
£quity adjustment relating to adoption of IFRS 16 - (161)
Effective portion of changes in fais value of cash Flow hedges 136 83
Tax recognised on iterns that are or may be reclassified subsequently to profit or loss 9 (25) on
Other comprehensive expense for the year, net of tax {58) (569)

Total comprehensive income for the year 16,348 370
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3. Financial Statements

2021 2020
Note £000 £000
Profit/{loss) attributable to:
Equity holders of the Compary 16,426 4,315
Mon-tontrolling interest (20) (45)
Profit for the year 16,406 4270
Total comprehensive income/{expense) attributable to:
Equity holders of the Company 16,368 3,746
Non-controlling interest (20) 45}
Yotal comprehensive income for the year 16,248 3,701
Basic earnings per share (pence) |{4] 50.84 13.40
Diluted earnings per share (pence) 10 49.38 130
Non-GAAP Measures
Basic underlying earnings per share from continuing operations (pencel* 10 70.66 19.87
Diluted underlying earnings per share fram continuing operations (pence)* 10 68.64 1944
" See Alternative Perfoimance pMeasures Glossary on page 95.
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Group and Parent Company Balance Sheets

at 31 May

Group Company
2021 2020 2021 2020
Mote £000 £00D £000 £000
Non-current assets
Propeity, plant and equipment n 13,806 15,561 - -
Right-of-use assets 12 13,776 15,845 - -
Investment property 13 7,607 9,216 - -
Intangible assets including goodwill 14 4,824 9.4i8 - -
Investments in joint ventures 15 31,187 14,093 4,984 4984
Investments in subsidiary undertakings 15 - - 11,009 29,940
Deferred tax assets 18 10,084 B332 - -
Retirement benefit surplus 25 2,911 - - -
84,195 72465 15,993 34,924
Current assets
Other financial assets 16 2 65 2 -
Inventories 19 27,168 64,009 - -
Trade and other receivables 20 78,260 71316 77,680 130,239
Income tax asset 59 8 - -
Contract assets 21 1,720 11,450 - -
Cash and cash equivalents 22 28,303 18,499 18,59 -
135,512 165,353 96,273 130,239
Total assets 219,707 237818 122,266 165,163
Non-current liabilities
Other interest-bearing loans and borrowings 23 (8,586) (9.437) - -
Retirement benefit cbligations 25 (2,867) (3.768) - -
Provisions 27 [2,495) (1,679) - -
{13,948) {14,884) - -
Current liabilities
Other interest-bearing loans and borrowings 23 (3.179) {37.186) - (34,348)
Trade and other payables 24 {53,334) (43,362) (25,265) (22,754)
Provisions 27 (4,907) (12,088) - (1,000)
Income tax liability - - (382) (568
Other finzncial liabilities 17 (43) (243) ~ -
{61,463} (92,879 (25,647) (58,668)
Total liabilities (75,411} (107.763) (25,647} (58,668}
Net assets 144,296 130,055 96,619 106,495
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3. Financial Statements

Group Company
200 2020 2021 2020
Note £000 £000 £000 £000
Equlity attributable to equity holders of the Parent
Share capiial 28 3,314 3314 3,314 3314
Share premium 28 73,955 73955 73,955 73955
Otherreserves 28 21 n - -
Translation reserve 28 (2,132) (326) - -
Merqer reserve 28 1,022 1022 1,022 1,022
Hedging reserve 28 285 174 2 -
Capital redemption reserve 28 1,530 1,530 1,530 1,530
Share-based payment reserve 28 1,680 1462 1,680 1462
Retained earnings™ 64,441 48,703 15,116 2512
144,306 130,045 96,619 106,495
Non-controlling interest (10) 10 - -
Total equity 144,296 130,055 96,619 106,495
*  The Company's loss for the year was £7.8m (2020: profit of £3.0m)
The notes on pages 52 to 94 form an integral part of these financial statements.
These financial statements on pages 52 to 94 were approved by the Board of Disectors cn 27 July 2021 and were signed on its behalf by:
Gordon Banham /
Director .
Registered number. 4952865
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Group and Parent Company Statements of Changes in Equity

’

for year ended 31 May 2021

Share-

Capltal based Total Non-
Share Share Transtation Hedging Othar  redamption Merger  payment  Retalned Parent cantrolling Total
capital  premlum reserve reserve raserves reserve resarve raserve earnings equity Interast aquity
Group{Note 28 £000 £000 £000 £000 £000 £000 £000 £000 £000 £0ap £nog £000
At 1June 2019 3314 73955 692) 102 n 1,530 1,022 1139 46841 127422 55 127477
Total comprehensive
incomef{expense}
forthe year
Profit/(loss) for the year - - - - - 4,315 4315 (@45 4270
Other comprehensive
income/{expense)}
Foreign exchange tianslation
differences - - 366 - - - - - - 366 - 366
Effective portion of changes
in fair value of cash flow
hedges - - - 83 - - - - - 83 - 83
£quity adjustment relating to
adoptian of IFRS 16* - - - - - - - - {161) (161) - (161)
Remeasurements of defined
benefit pension schemes - - - - - - - -z a9 - 0129
Tax recognised on cther
comprehensive income - - - {1 - - - - 283 272 - 72
Total other compiehensive
income/expense) - - 366 72 - - - - (1,007) {569) - (569)
Total comprehensive income/
(expense) for the year - - 366 72 - - - - 3,308 3,746 {45) 370
Transactions with owners
recorded directfy in
equity
Equity-settled share-based
payment ransactions - - - - - - - 323 - 323 - 323
Dividends paid - - - - - - - - (1446) (1,448 - (1,440)
Totat contributions by and
distributions to owners - - - - - - - 323 (1446) (1,123 - {1.123)
At 31 May 2020 3,314 73,955 (326) 174 m 1,530 1,022 1,462 48,703 130,045 10 130,055
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Share-
Capital based Tatal Non-
Share Share Translation Hedging Other  redemptton Merger  payment Retained Parent contralling Total
capitat  premiom reserve reserve resgryves rasarye reserve reserve earnings equity Interest tquity®
Graup (Nate 28) £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Al 1 June 2020 3,314 73,955 (326) 74 211 1,530 1,022 1,462 48,703 130,045 10 130,055
Total comprehensive
income/(expense)
forthe year
Profit/lloss) for the year - - - - - - - - 16426 16,426 (20) 16406
Other comprehensive
incomef(expense)
Foreign exchange translation
differences - - (1,806 - - - - - - (1806} - {1LB06&)
Effective partion of changes
in fair value of cash flow
hedges - - - 136 - - - - - 136 - 136
Remeasurernents of defined
benefit pension schemes - - ~ - - - - - 1956 1956 - 1956
Tax recognised on other
comprehensive income - - - (25) - - - - (319 (344) - (344)
Total other comprehensive
income/(expense) - - (1,806) m - - - - 1637 (58) - {58)
Total comprehensive income/
(expense) for the year - - {1,808) m - - - -~ 18063 16,368 (20) 16,348
Transactions with owners
recorded directly in
equity
Equity-settied share-based
payment transactions - - - - - - - 218 - 218 - 218
Dividends paid - - - - - - - - (23250 (2329) - (2.325)
Total contributions by and
distributions to owners - - - - - - - 8 {2325y (2,100 - (2,107}
At 31 May 2020 3,314 73,955 (2,132) 285 n 1,530 1,022 1,680 64,441 144,306 {10} 144,296
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Group and Parent Company Statements of Changes in Equity
for year ended 31 May 2021 continued

Capital Share-hased
Share Share Hedging redemption Merger payment Retained  Total Parent
capital pramium rasarve resarve reserve reserve aarnings equity
Company (Note 28) £000 £000 £000 £000 €000 £000 £000 £000
AL June 2019 3314 73955 - 1,530 1022 1,139 23,627 104,587
Total comprehensive incomne for the year
Profit for the year - ~ - - - - 303 3031
Total comprehensive income for the year - - - - - - 303 303
Transactions with awners recorded directly
inequity
Equity-settled share-based payment transactions - - - - - 323 - 323
Dividends paid - - - - - - {1,446) (1,446)
Total contributions by and distributions to cwners - - - - - 323 1,446) (1,123)
At 31 May 2020 and 1 June 2020 3,314 73,955 - 1,530 1,022 1,462 25,212 106,495
Total comprehensive (expense) for the year
Loss for the year - - - - - - (7271) (2771
Other comprehensive income
Effective portion of changes in fair value of cash
flow hedges - - 2 - - - - 2
Total other comprehensive income for the year - - 2 - - - - 2
Total comprehensive income/(expense)
far the year - - 2 - - - (2771 (7,769}
Transactions with owners recorded directly
in equity
Equity-settied share-based payment transactions - - - - - 28 - 218
Dividends paid - - - - - - (2,325} (2,329)
Total contributions by and distributions to owners - - - - - 218 (2,325} (2107)
At 31 May 2021 3,314 73,955 2 1,530 1,022 1,680 15116 96,619
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Group and Parent Company Cash Flow Statements

for year ended 31 May 2021

3 Financial Statements

Group Company
202 2020 2021 2020
Note £o00 £000 £000 £000
Cash flows from operating activities
Profit/ltass) for the year from continuing operations 16,406 4,270 (7771 303
Adjustments far:
Depreciation and impairment of praperty, plant and equipment
and right-of-use assets N2 6,562 19,305 - -
Impairment of goodwill and intangible assets 14 4,635 1,575 - -
Net finance expense 8 1,236 1,289 1,038 858
Share of profitin joint ventures {(net of tax) 15 {17,680) (2,135) -
Impairment of investment in subsidiaries 15 - - 9,149 0N
Profit an sabe of property, plant and equipment, investment
property and right-of-use assets 3 {3,667) (2.851) - -
Equity-settied share-based payment expenses 26 218 323 - -
Incame tax [creditl/expense 9 {2,032) (2.119) 175 507
Contributions to defined benefit pension schemes 25 {2,039) {1.858) - -
3,639 17,769 2,591 6,468
Change in inventories 36,841 {15,960) - -
Change in trade and other receivables 2,02 1261 52,559 (16,138)
Chanye in Leade and other payables 9,268 122,863) 2,51 3792
Change in pravisions and employee benefits (5.212) 2,740 (1,000) 1,000
) 46,548 (5.682) 56,661 {4.878)
Interest paid (1,193) (1,104 {1,038) (782)
Income tax paid (127) (272 (361) (552)
Net cash inflow/{outflow) from operating activities 45,227 [4,058) 55,262 6,212)
Cash flows from investing activities
Proceeds from sale of property, plant and equipment 3,125 8717 - -
Proceeds from sale of investment property 5,040 2045 - -
Proceeds from sale of right of use assets 753 1,410 - -
Acquisition of property, plant and equipment 12,727) 2.728) - -
Acquisition of investrment property (390) (324) - -
Net cash inflow from investing activities 5,801 9120 - -
Cash flows from financing activities
Principal elements of lease payments 23 {6,085) (8,769} - -
Dividends paid 28 (2,325} (1,446} (2,325) (1.446)
(Repayment ofproceeds from Group banking facilities 23 {32,000) 5.000 (32,000} 5,000
Net cash (outflow)inflow from financing activities (40,510} (5,215} {34,325) 3.554
Netincrease/(decrease) in cash and cash equivalents 10,618 (3,153) 20,937 (2,658)
Cash and cash equivalents at 1 June 18,495 21,583 (2,346) 312
Effect of exchange rate fluctuations on cash held (814) 69 - -
Cash and cash equivalents at 31 May 22,23 28,303 18,499 18,59 {2.346)

Theline items for ‘Proceeds from sale of property. plant and equipment’, ‘Proceeds from sale of investment property’, ‘Proceeds from sale of right of use assets,
Acquisition of property, plant and equipment’ and Acquisition of investrment property within cosh Rows from investing activities have been represented for 2020
in order to present the cash fiows on a gross basis as is required by IAS 7. This has no irmpact on the net cash inflow from investing activities.
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Notes
(forming part of the financial statements)

1 Accounting Policies
Hargreaves Services plc {the “Company”, “Parent Company”) is a public company limited by shares and incorporated, domicited and registered in England, UX.

The Group financial statements consolidate those of the Company and its subsidiaries (together referred to as the “Group™) and equity account the
Group's inkerest in joint ventures. The Parent Company financial statements present information about the Company as a separate entity and not about
the Group.

Both the Parent Company financial statements and the Group financial statements have been prepared and approved by the Directors in accordance
with international accounting standards in conformity with the requirements of the Companies Act 2006. in publishing the Parent Company financial
statements together with the Group financial statements, the Campany is taking advantage of the exemption in 5408 of the Companies Act 2006 not io
present its individual Income Statement and related notes that form a part of these approved finandial statements. The financial statements are presented
in Sterling since this is the currency in which the majority of the Group’s transactions are denominated.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented in these consofidated financial statements.

Accounting Estimates Involving Judgements

The preparation of financial statements requires the Directors to make judgements, estimates and assumptions that may affeci the application of
accounting palicies and the reported amounts of assets and liabilities, and income and expenses. The estimates and associated assumptions are based
on historical experience and various other factors that are believed to be reasonable under the circumstances, the results of which form the basis of
making the judgements about carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from
these estimates. The Board considers that the key areas requiring the use of estimates and judgements which may materially 2ffect the financial
statements are;

a) Construction Contract Revenue

IFRS 15, Revenue from Contracts with Customers, applies to all revenue recognition, "Construction Contracts”, insafar as the Group carries out
censtruction contacts in its Services business and represents a key area of judgement. Management must assess the performance obligations under
each contract and the point at which those obligations have been fulfilfed, allocating the transaction price as necessary to each obligation. The estimates
and judgements which management must carry out 10 assess the total expected costs on a contract remain necessary under IFRS 15. The Group has
control and review procedures in place to monitor, and evaluate, reqularly, the estimates being made to ensure that they are consistent and appropriate.
This includes reviewing the independent certification of the value of work done, the progress of work against contracted timescales and the costs
incurred against plan. In particular, management makes judgements on the expected recoverability of value recorded in respect of performance
obligations which have heen completed but not yet agreed with the custorner and on the likelihood of the entitlement ta any variable consideration.
Differences arising on the ultimate completion of the contract and any unforeseen changes or events as the contract progresses may result in material
changes to expected financial outcomes. Consiruction contract revenue in the year ended 31 May 2021 was £6.9m (2020: £15.7m).

b) Restoration Costs
In accordance with 1AS 37 *Provisions, Contingent Liabilities and Contingent Assets™ the Board makes provisions for liabilities which exist but where
judgements have to be made as to the quantification of such liabilities.

The Group’s former surface mining activities give rise to obligations for site restoration, The restoration pravisions, which are set out in Note 27, are based
on the Group’s current obligation for the cost of future site restoration. Restoration provisions are measured at the expected value of future cash fiows,
discounted to their present value applying an appropriate risk-adjusted rate. Significant judgements and estimates are involved in forming an expectation
of future activities and the amount and timing of the assodated cash flows, Such expectations are based on existing planning requirements and management's
future development plans which may give rise to a canstructive obligation. The carrying value of restaration provisions at 31 May 2021 is £2.5m (2020: £5.9m).

c) Contract Provision

The Group has made provisions 2gainst contract assets and potential contract liabilities which require judgements 1o be made regarding recoverable
amounts and reasonably possible costs which may be incurred. The nature of these items are such that their timing and quantum is uncertain and so the
Directors have madejudgements based upan the facts as they are known at the date of this report. The view has been 1aken that all of these items could
potentially occur within the next 12 months and so all of the provisicn has been classified as curreat. The carrying value of contract provisions at 31 May
2021 s £49m (2020; £6.8m).

d) Post Retirement Employee Benefits

The Group operates two funded defined benefit schemes and an unfunded concessionary fuel scheme Independent actuaries calculate the Group's
asset/liability in respect of the defined benefit schemes. The actuaries make assumptions as to discount rates, salary escalations, netinterest on scheme
assets/liabilities, future pension increases, mortality rates applicable to members and future rates of inflation. These assumptions are made under the
Board’s direction The Board determines the appropriateness of these assumptions by benchmarking them against those used by other schemes and
by taking advice from the independent actuaries If the actual expetience of the schemes is different from the assumptions used, then the pension
asset/liability may differ from that shown in these financial statements. More infarmation is given in Note 25 to these financiat staterments. The impact
of the equalisation of Guaranteed Minimum Pensions has been assessed to be negligible. The net surplus of the defined benefit schermes in the balance
sheet at 31 May 2021 is £0.0m (2020: £3.8m deficit).
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1. Z, 3. Financial Staterents

e} Measurement of the Recoverable Amounts of Cash-Generating Units (“CGUs"} Containing Goodwill, Property Assets and Parent Company
Intra-Group Balances

In accardance with IAS 36 “Impairment of Assets’, the Board identifies appropriate CGUs and the allocation of goodwill to thesa units. The assessment

of impairment involves assurnptions on the estimated future eperating cash flows from these CGUs, the discount rate applied in the calculations and

the comparison of the cash flows 1o the carrying value of the goodwill. These are key areas of judgement and inctude significant accounting estimates.

Managerment has assessed the sensitivity of carrying amounts of CGUs containing goodwil! to reasonably possible changes in key assumptions. Mare

information on the assurmptions used and the sensitivities applied are sei out in Note 14 to these financial statements. Freehold property assets, including

investment properties and properties held for development and resale are recorded at the Jower of cost and net realisable value. The carrying value

is assessed on the basis of the strategy for each asset and the expected net proceeds arising, with reference to estimated market value where refevant,

An assessment is made regarding the recoverability of intra-Group balances on a regular basis. | his assessment includes, but is not restricted 1o, a review

of net assets and future trading opportunities within each Groug business.

Accounting Judgements

f} Treatment of the Jointly controlled entity

Management have considered the level of control of each of the Group's individual Joint Venture arcangements and are satisfied that the Group does not
have control, either through voting rights or other circumstances, of any of these arrangements. Tower Regeneration Limited is a joint venture between
the Group and a third party. The purpose of this joint venture was to enable the Group’s access to an open cast coal ming in Scuth Wales. The mine
ceased to operate in 2016 and restoration work is ongoing. The Group is entitled to 35% of the profits from the operation. The strategic business decisions
of the joint venture are taken by both the Group and the third party equally. This is reflected in the equal representation on that Beard of each investing
party and the ownership of voting rights is split S0:50 between both parties.

Hargreaves Services Europe Limited {("HSEL} (consolidated entity), is 2 material joint venture to the Group. HSEL owns 100% of Hargreaves Raw Materials
Services GmbH ("HRMS®) which is a key supplier of specialist raw materials to major European customers in the steel, foundry, smelting, ferioalloy,

sugar, limestone, insulation, refractary and ceramic industries. HRMS has worldwide expertise in raw material sourcing, port operations and logistics
management. This combined with the Group's expertise in production operations, material handling, storage operations and logistics, marketing and
technical support, cieates an ideal platform for HRMS 1o compete in the supply of speciality mineral products in Europe. The Group is entitied 1o 85% of
the profits of HRMS, however the Group does nat exert control aver the business. The Group holds 43% of the voting rights in HSEL, with the remainder
being held by the HRMS management team. One of the four Directors is appeinted by the Group. The Group does not have the power to change these
ariangements. A shareholder agreement is in place to provide the Group with safeguards designed to protect its investment; however, the key strategic
decisions affecting the operation and Its results are not taken by the Group. In the event of a dispute between the Group and the operation which could
not be resolved, the operation would be subject 1o an orderly wind down. Whilst the voting rights demonstrate significant influence, the Group does not
control the operation and therefore the Board accounts for the investment as a jaint venture.

On 10 December 2019, HRMS acquired 94 9% of DK Recyciing und Roheisen GmbH (DK} from DK Holdings GmbH. The acquisition cost was €1. By virtue
of its sharehalder agreemeni with HRMS, the Group is effectively entitled to 81.6% of the profits of DX, however the Group does not exert control cver
that business.

Waystone Hargreaves Land LLP (the Unity Jv) is a material joint venture between the Group and a third party. The purpose of this joint venture s to
develop land owned or controlled by each of the parties. The strategic business decisions of the joint venture are taken by the Board of the Unity JV.
This is reflected in the equal representation on that Board of each investing party and the ownership of voting rights is split 50:50 between both parties.

Measurement Convention
The financial statements are prepared on the histerical cost basis except that derivative financial instruments and financial instruments classified as fair
value through the Statement of Profit and Loss or as available for sale are siated at their fair value.

Impact of Covid-19

The Group has not seen a significant impact on (s trading and results for the year ended 31 May 2021 as a result of Covid-19. The Group continues to
monitor the situation closely but the Board does not currently consider Covid-19 to be 3 materiat risk to the Group, There has been no impact of Covid-19
on the accounting estimates and judgements.

Going Concern

The Group’s business activities, together with the factors likely o affect its future development performance and position are set out in the Operating
Review. The financial position of the Group, its cash flows, liquidity position and borrowing facilities are described in the Financiai Review. In addition,
Mote 29 to the financial staternents includes; the Groug's objectives, policies and processes far managing its capital; Its financial risk management
objectives; details of its financial instruments and hedging activities; and its exposure to credit risk and liquidity risk.

The Group's financing is no longer dependent on bank borrowings. Notwithstanding that, a rigorous review of cash flow forecasts including testing for

a range of challenging downside sensitivities has been undertaken. These sensitivities include testing without utilising the invoice discounting facility.
Mitigating strategies to these sensitivifies considered by the Board exclude any remedies which are not entirely within the Group's control. As a result, and
after making appropriate enquiries including reviewing budgets and strategic plans, the Directors have a reasonable expectation that both the Company
and the Group have adequate resources to continue in operational existence for the foreseeable future. Accordingly, the Board continues to adopt the
going concern basis in preparing the Annual Report and Accaunts

The financial statements were approved by the Board of Directors on 27 July 2021
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Notes
(forming part of the financial statements) continued

1 Accounting Policies continued

Basis of Consolidation

Subsidiaries

Subsidiaries are entities contralled by the Group. The Group controls an entity when itis exposed 10, or has fights to, variable returns from its involvement
with the entity and has the ability to affect those returns through its power over the entity. In assessing control, the Group takes into consideration
potential voting rights that are currently exercisable. The acquisition date is the date on which contro! is transferred to the acquirer, The financiat
statements of subsidiaries are included in the consolidated financial staternents from the date that cantrol commences until the date that controf ceases.
Losses applicable to the non-controlling interests in a subsidiary are allocated to the non-contralling interests even if doing so causes the non-controlling
interests to have a deficit balance.

Change in Subsidiary Ownership and Loss of Control

Changes in the Group's interest in a subsidiary that do not result in a loss of cantral are accounted for as equity transactions. Where the Group loses
contral of a subsidiary, the assets and liabilities are derecognised along with any related ron-controling interest and other components of equity.
Any resulting gain or ioss is recagnised in profit or loss. Any interest retained in the former subsidiary is measured at fair value when control is ost.

Application of the Equity Method to Joint Ventures

Joint ventuses are accounted for using the equity method (equity accounted investees} and are initially recognised at cost, or fair value where costis
tower than fair value at acquisition. The Group's investment includes goodwill identified on acquisition, net of any accumulated impairment losses. The
consolidated financial statements include the Groug's share of the total comprehensive income and equity movements of equity accounted investees,
from the date that significant influence or joint control commences, until the date that significant influence or joint control ceases. When the Group's
share of losses exceeds its interest in an equity accounied investee, the Group’s carrying amount is reduced to Enil and recognition of further losses

is discontinued except 1o the extent that the Group has incurred legal or constructive obligations or made payments on behalf of an investee.

Transactions Eliminated on Consolidation

Intra-Group balances and transactions, and any unrealised income and expenses ansing fiom intra-Group transactions, are eliminated. Unrealised gains
arising from transactions with equity-accounted investees are eliminated against the investment to the extent of the Group’s interest in the investee.
Unvealised losses are eliminated in the same way as unvealised gains, but only to the extent that there is no evidence of impairment.

Parent Company Financial Statements
In the Parent Company financial statements, all investments in subsidiaries and joint ventures are carried at cost less impakrment.

Foreign Currency

Transactions in fareign currencies are ranslated to the respective functional currencies of Group entities at the foreign exchange rate ruling at the date
of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are retransiated to the functionat currency
at the foreign exchange rate ruling at that date. Non-monetary assets and liabilities that are measwed in terms of historical cost in a foreign currency

are teanslated using the exchange rate at the date of the transaction. Foreign exchange differences arising on translation are recognised in the Incame
Statement except for differences arising on qualifying cashflow hedges which are recognised directly in other comprehensive income.

The assets and liabilities of foreign operations are translated o Pounds Sterling, the Group's presentational currency, at the exchange rates ruling at the
balance sheet date. The revenues and expenses of foreign eperations are translated at rates approximating to the foreign exchange rates ruling at the
dates of the transacticns. Exchange differences arising from this translation of foreign operations are reported as an item of other comprehensive income
and accumulated in the translation reserve or non-controlling interest, as the case may be When 2 foreign operation is disposed of, such that control,
joint control or significant influence is lost, the entire accumulated amount in the transtation reserve, net of arnounts previously attributed to non-
controlling interests, is reclassified to profit or loss as part of the gain or loss on disposal. When the Group disposes of only part of its interest in a subsidiary
that includes a foreign operation while still recaining contral, the relevant praportion of the accumulated amount is reattributed to non-controlling
interests.

Classification of Financial Instruments Issued by the Group
Financial instruments issued by the Group are treated as equity (i.e. forming part of shareholders' funds) anly to the extent that they meei the following

wo conditions: .

+  theyinclude no contractual obligations upaon the Group to deliver cash or other financial assets or to exchange finandial assets or financial liabilities
with another party under conditions that are potentially unfavourable to the Group; and

« where the instrument will or may be settled in the Company’s own equity instruments, it is either a non-derivative that includes no obligation to
deliver a variable number of the Company's own equity instruments or is a desivative that will be settled by the Company's exchanging a fixed amount
of cash or other financial assets for a fixed number of its own equity instrurnents.

To the extent that this definition is not met, the proceeds of issue are classified as a financiat liability. Where the instrument so classified takes the legal
form of the Company's own shares, the armaunts presented in these financial statements for called up share capital and share premium account exclude
amounts in relation to those shares. '

Where a financial instrument that contains bath equity and financial liability components exists these components are separated and accounted for
individually under the above policy. The finance cost on the financial liability component is correspondingly higher over the fife of the instrument.

Finance payments associated with financial fiabilities are dealt with as part of finance expenses. Finance payments associated with financial instruments
that are classified in equity are dividends and are recorded directly in equity.

54 Hargreaves Services plc



1. 2, 3. Financial Statemenits

Financial Instruments

Financial Assets

Financial assets classified as "loans and receivables” under IAS 39 (being trade and other receivables and amounts due from undertakings in which the
Group has a participating interest) continue to be classified within the "amortised cost” category according to IFRS 9.

The Group classifies financial assets under the following measurement categories:
- Measured at amortised cost (non-derivative finzncial assets),
+ Measured subsequently at fair value through either profit or loss or comprehensive income.

Non-derivative Financial Assets

Non-derivative financial assets inclucie trade and other receivables and contract assets, as defined by IFRS 15. Neither of these two categories contain a
significant financing element and, as such, expected credit losses are measured under [FRS 9 using the simplified impairment approach. This approach
requires expected lifetime losses to be recogaised upon the initial recognition of the asset

At initial recognition, the Group measures a non-derivative financial asset atits fair value plus transaction costs that are directly atributable to the
acquisition of the financial asset. The Group subsequently measures trade and other receivables and contract receivables at amortised cost.

Derivative Financial Instruments
The Group uses forward foreign currency contracts 1o manage its exchange rate risk, The Group also uses dervative sale and purchase contracts 1o
mitigate the risk of fluctuating coal and fuel prices and exchange rate risk.

Derivative financial instruments are recognised initially at fair value and are subsequently remeasured to fair value at each reporting date and changes
therein are accounted for as described as foliows.

Cash Flow Hedges

where a derivative financial Instrument is designated as a hedge of the variability in cash flows of a highly probable forecast transaction (for example,
interest payments, sales and purchases denominated in fareign currency, sale and purchase of commedities), changes in the fair value of the derivative
hedging instrument designated as a cash flow hedge are recognised directly in the hedging reserve to the extent that the hedge is effective. Amounts
deferred in equity are recagnised in the Consolidated Statement of Comprehensive Income when the hedged item affects profit or loss. To the extent
that the hedge is ineffective, changes in fair value are recognised immediately in profit or loss.

Derivatives designated as hedging instruments are accaunted for in line with the nature of the hedging arrangemnent. Derivatives aie intended to be
highly effective in mitigating the above risks, and hedge accounting is adepted where the required hedge decumentation is in place and the relevant
test criteria ate met. Changes in the fair value of any derivative instrurnents that do not qualify for hedge accounting are recognised immediately in the
Income Staternent as part of financing costs. The Group continues to apply IAS 39 for the purposes of hedge accounting as permitted under IFRS 9.

Non-Financial Assets

The carrying amounts of the Group's non-financial assets, other than inventories and deferred tax assets, are reviewed at each balance sheet date io
determine whether there is any indication of impairment. If any such indication exists, the asset’s recoverable amount is estimated. An impairment loss is
recognised whenever the carrying amount of an asset or its CGU exceeds its estimated recoverable amount, Impairment losses are recognised in the
Income Statemnent. Impairment losses recognised in respact of CGUs are allocated first to reduce the carrying amaunt of any goodwill slocated 10 CGUs
and then to reduce the carrying amount of the other assets in the unit on a pro rata basis. A LGU Is the smallest identifiable group of assets that generates
cash inflows that are iargely independent of the cash inflows from other assets or groups of assets.

Intra-Group Financiat Instruments

Where the Company enters into financial guarantee conlracrs 1o guarantee the indebtedness of ather companies within its Graup, the Company
considers these to be insurance arrangements and accounts for them as such. In this respect, the Company treats the guarantee contract as a contingent
liability until such time as it becomes probable that the Company will be required to make a payment under the guarantee.

Property, Plant and Equipment
Property, plant and equipment is stated at cost less accumulated deprediation and impairment losses. Where parts of an item of property, plantand
equipment have different useful economic lives, they are accounted for as separate iterns of property, plant and equipment.

Depreciation is charged to the Income Staternent on a straight-line basis over the estimated useful economic lives of each part of an item of property,
plant and equipment, Freehold land is not depreciated. Depreciation rates are as follows:

Freehold buildings - 2%tw4%pa.
Leasehold improvements - 15% p.a.

Maotor vehicles and plant - 10% 10 20% p.a.
Furniture and equipment - 25%pa.
Fixtures and fittings - 15%pa.

Assets in the course of construction are not depreciated until they are brought into use.

Depreciation of right-of-use assets is based on the same categorisation as above.
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Notes
(forming part of the financial statements) continued

1 Accounting Policies continued
Mining Assets
All mining assets and mineral reserves weve disposed in the year ended 31 May 2021,

Surface mine development - units of coal production.
Stripping aclivity asset - units of coal production from the specific box cut 1o which the associated stripping asset relates.
Mineral reserves - units of coal production.

Depreciation methods, useful lives and residual values are reviewed at each balance sheet date. Depreciation an assets in the course of construction
commences when the assets are available for use.

Surface Mine Development Asset

Costs incurred in preparing and developing sites are referred to as “surface mine development costs” and are capitalised within “property, plant and
equipment” as part of "Mining assets”. Surface mine development costs principally comprise:

- the costs associated with achieving the necessary planning permission and consents, licences and permits required to operate the site;

-« drilling, pumping, geolagy and mine design costs; and

- site development and infrastructure costs

This asset is amortised to the statement of comprehensive income on a units of production method. Preduction is deemed to commence when work
to extract coal from the first production box cut begins.

Income from ingidental coal that is extracted during the development phase is included within the consolidated statement of comprehensive income
together with the associated direct costs.

Stripping Asset

During the production phase, a non-current “stripping activity asset” is recognised within "Mining assets” to caprtalise costs of removing overburden in
order to gain access or improve access o coal deposits; to the extent that future economic benefits are probable, the depaosit of coal to which access has
been improved can be identified and costs reliably measured. The stripping activity asset is initially measured at cost and subsequently carried at cost or
its revalued amount less amortisation and impairment. The stripping activity asset Is amortised over the units of production of the coal deposit identified
as being made more accessible as a result of the directly associated stripping activity,

Mineral Reserves
Costs asscciated with the acquisition of mining reserves, such as coal, are referred to as “mineral reserves” and are capitalised within “property, plant and
equipment” as part of "Mining assets”. This asset is amortised to the statement of comprehensive income on a units of praduction method.

Lease accounting policy :

The Group has relied upon the exemption under IFRS 15 to exclude the impact of low-value leases and leases that are short-term in nature {defined as
leases with a term of 12 months or less). Costs on these leases are recognised on a straight-line basis as an operating expense within the income
statement. All other leases are accounted for in accordance with this policy.

The Group has various lease arrangements for properties (e.g. office buildings and storage facilities), vehicles, and other equipment including plant and
machinery. At the inception of a lease contract, the Group assesses whether the contract conveys the right to contral the use of an identified asset for a
certain period of time and whether it obtains substantially 2ll the economic benefits from the use of that asset, in exchange for consideration. The Group
recognises a lease liability and a corresponding right-of-use asset with respect to all such lease arrangements in which it is 2 lessee.

A right-of-use asset is capitalised on the balance sheet at cost which comprises the present value of future lease payments determined at the inception
of the lease adjusted for any lease paymenits made at or before the commencement date, plus any initial direct costs incurred In addition to an estimate
of costs o remove o1 restore the underlying asset. Where a lease incentive is receivable, the amount is offset against the right-of-use asset at inception.
Right-of-use assets are depreciated using the straight-line method over the shorter of the estimated life of the asset or the lease term and are assessed
in accordance with IAS 36 Impairment of Assets’ to determine whether the asset is impaired and ta account for any loss.

The lease liability is initially measured at the present value of lease payments as outlined above and is subsequently increased by the interest cost on the
lease liability and decreased by lease payments made. Lease payments compnse fixed lease rental payments only with the exception of property, which
also includes the asseciated fixed service charge. Lease lizbilities are classified between curcent and non-current on the balance sheet.

The key estirnate applied by management refates to the assessment of the incremental borrowing rate adopted by the Group to discount the future lease
rentals to present value in order to measure the Iease liabilities, The weighted average rate applied by the Group at transition was 3.7%.

Sub leases

If anunderlying asset is re-leased by the Company to a third party and the Comparny tetains the primary abligation under the original lease, the
transaction is deemed to be a sublease. The Company continues to account for the original lease (the head lease) as a lessee and accounts for the
sublease as a lessor (intecmediate lessor). When the head lease is a shori-term lease, the sublease is classified as an cperating lease. Otherwise, the
sublease 35 classified using the classification criteria applicable 1o Lessor Accounting in IFRS 16 by reference ta the right-of-use assetin the head lease
(and not the underlying asset of the head lease).

After dlassification lessor accounting is applied to the sublease.
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Where the Group also acts as lessor and substantially all the risks and rewards of ownership have passed to the lessee, the Group derecognises the related
equipment and recagnises a receivable for the minimum lease payments discounted at  rate which reflects a constant periodic rate of return over the
life of the lease.

Investment Property

Investment properties are properties which are held either to earn rental income, ar for capital appreciation, or for both. Investment properties are stated
at cost less impairment Investment properties are not remeasured to fair value at each reporting date, however, a review for impairment is carvied out at
each reporting date, giving consideration 10 the fair value of the property. An impairment is recognised when the fair value of the property is lower than
the book value, Land is not depreciated.

Al investment properties within the Group cusrently relate to Land.

Investments
Investrmends in jaint ventures and subsidiaries are carried at cost less impairment in the Parent Company accaunts.

Business Combinations

Subject to the transitional relief in IFRS 1, ail business combinations are accounted far by applying the purchase method. Goodwill arises from the
acquisition of businesses and represents the difference between the cost of the acquisition and the fair value of the identifiable assets, liabilities and
contingent liabilities acquired. Identifiable intangibles are those which can be sold separately, or which arise from: legal rights regardiess of whether
those rights are separable.

Acquisitions on or After 1 June 2010

For acquisitions on or after 1 June 2010, the Group measures goodwill at the acquisition date as:

- the fair value of the consideration transferred; plus

- the recognised amount of any non-controlling interests in the acquiree; plus

- the fair value of the existing equity interest in the acquiree; less

- the met recognised amount {generally fair value) of the identifiable assets acquired and liabilities assumed.

When the excess is negative, a bargain purchase gain is recognised immediately in profit or loss. Costs related to the acquisition, other than those
associated with the issue of debt or equity securities, are expensed as incurred.

Any contingent consideration payable is recognised at fair valug at the acquisition dare. If the contingent consideration is classified as equity, it is not
remeasured. and settlement s accounted far within equity, Qtherwise, subsequent changes to the fair value of the contingent consideration are
recognised in profit or loss.

On the acquisition of a business, fair values are attributed to the identifizble assets, liabilities and contingent liabilities acquired, reflecting conditions at
the date of acquisition. Adjustments to fair values include those made to bring accounting policies into kine with those of the Group. Provisional fair values
are finalised within 12 months of the business combination date and, where sigaificant, are adjusted by restatement of the comparative periad in which
the acquisition accurred.

On a transaction-by-transaction basis, the Group elects to measure nen-controlling interests, which have both present ownership interests and are
entitled 1o a proportionate share of net assets of the acquiree in the event of liquidaticn, either at its fair value or at its proportianate intergst in the
recognised amount of the identifiable net assets of the acquiree at the acquisition date. Ali other non-controlling interesks are measured at their fair
value at the acquisition date.

Acquisitions Between 1 June 2006 and 1 June 2010

Goodwill arising on acquisiticns that have occurred between 1 June 2006 and 1 June 2010is capitatised and is subject to impairment review, both annually
and when there are indications the carrying value may not be recoverable. Negative goodwill arising on an acquisition is recognised immediately in profit
or loss.

Acquisitions Prior to 1 June 2006 (Date of Transition to IFRSS)
Goodwill arising on acquisitions prios to ) June 2006 was capitalised and amortised under UK GAAP. This goodwill is carried at the UK GAAP carrying value
at the date of transition to adopted IFRS and is subject to impairment reviews as described above.

Acquisitions and Disposals of Non-Controlling Interests

Acquisitions and disposals of non-controlling interests that do not result in a change of control are accounted for as transactions with owiners in their
capadty as owners and therefore no goodwill is recognised as a result of such transactions. The adjustments to non-controlling interests are based on a
proportionate amaunt of the net assets of the subsidiary. Any difference between the price paid or received and the amount by which nan-cantrolling
interests are adjusted 1s recognised directiy in equity and attributed to the owners of the Parent.

Prior to the adoption of IAS 27 (2008), goodwill was recognised on the acquisition of non-controlling interests in a subsidiary, which represented the
excess of the cost of the additional investment over the carrying amount of the interest in the net assets acquired at the date of the transaction.
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1 Accounting Policies continued

Intangibrle Assets and Goodwill

Goodwill is stated at cost less any accumulated impairment fosses. Goodwill is allocated to CGUs and is not amortised but is tested annwally for impairment.
In respect of equity accounted investees, the carrying amount of goodwill is included in the carrying amount of the invesiment in the investee.

Other intangible assets that are acquired by the Group, which have finite useful economic lives, are stated at cost less accumulated amortisation and
accumulated impairment losses. Amortisation is recognised in profit and 1oss on a straight-line Basis over the estimated useful lives of intangible assets
from the date that they are available for use

Assets Held for Sale
The Group has classified non-current assets as held for sale if the carrying value will be recovered principally through sate rather than continuing use, they
are availabie for immediate sale and the sale is highly probatle within one year

On initial classification as held for sale, assets are measured at the lower of carrying amount and fair value less costs to sell, with any adjustments taken
to the Income Statement In accordance with IFRS 5, no reclassifications are made in prior periods.

Inventories

Inventories are stated at the lower of cost and net realisable value, Cost is based on the weighted average method and includes expenditure incurred

in acquiring the inventories, praduction or conversion costs and other costs in bringing them to their existing location and condition. Work in progress
includes work to date on service contracts where project milestones have not et been reached. Where necessary, provisions are made against obsolete,
defective or slow-moving inventories.

Properties Held for Development and Resale

Properties held for development and resale are included within inventories on the basis that their carrying value will be recovered principally through
sale in the ordinary course of business, rather than through continuing use within the Group, These assets are not available for immediate sale and will be
subject to further development before being available for sale. Properties held for development and resale are shown in the financial scatements at the
lower of cost and net realisable value. Cost represents the acquisition price including legal and other professional costs associated with the acquisition
together with subsequent development costs net of amounts transferred to cost of sales. Net realisable value is the expected net sales proceeds of the
developed property.

Cash and Cash Equivalents
Cash and cash equivalents comgrise Cash balances and call deposits. Bank overdrafts that are repayable on demand and form an integral part of the
Group's cash management are included as a component of cash and cash equivalents for the purpose only of the Cash Flow Statement.

Trade and Other Payables
Trade and other payables are nan-intetest-bearing and are recognised initially at fair value. Subsequent to initial recognition they are measured at
amortised cost using the effective interest method.

Irﬂterest—Bearing Borrowings
Interest-bearing borrowings are recognised initially at fair value less attributable transactions costs. Subsequent to initial recogniuion, interest-bearing
borrowings are stated at amortised cost using the effective interest method.

Reversals of impairment

An impairment loss in respect of goadwill is not reversed. In respect of other assets, an impairment lass is reversed when there is an indication that the
impairment loss may no longer exist and there has been a changein the estimates used to determine the recoverable amount, An impairment loss is
reversed only to the extent that the asser's carrying amount does not exceed the carrying amount that would have been determined. net of depreciation
or amortisation, if no impairment loss had been recognised,

Employee Benefits

Defined Benefit Pension Plans

Following the acquisition of Maltby Colliery Limited on 26 February 2007, the Group operates a concessicnary fuel retirermnent benefit scheme. In addition,
following the acquisition of Maltby Colliery, the Group is a member of two pension schemes providing benefits based on final pensionable pay. The assets
of the schemes are held separately from those of the Group.

The retirernent benefit scheme liabilities are calculated Dy a qualified actuary using the projected unit method. The concessionary fuel retirement benefit
schemes are unfunded retirement benefits and as such there are no assets in the schemes. The retirement benefit deficits are recognised in full, the
movement in the scheme deficits is split between operating charges, finance iterns and, in ather comprehensive income, remeasurement gains and losses.

The defined penefit pension schernes are funded retirement benefit schemes. Pension scheme assets are measured using market values. Pension scheme
liabilities are measured using 3 projected unit method and discounted at the current rate of return on a high-guality corporate bond of equivalent term
and currency to the liabifity. The pension scheme surplus (to the extent that it is recoverable) or deficit is recognised in full. The movernent in the scheme
surplus/deficit is split between operating charges, finance itemns and, in other comprehensive income, remeasurement gains and losses.
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Defined Contribution Pension Plans

The Group operates a Group defined contribution personak pension scherne. The assets of the scheme are held separately fiom those of the Group in
an independently administered fund. The amount charged against profits represents the contributions payable to the scheme in respect of the financial
period. Obligations for contributions to defined contribution pension plans are recognised as an expense in the Income Statement as incurred.

Share-Based Payment Transactions

The Group cperates a share option scheme for certain employees. The fair value of options granted is recognised as an employee expense with

a corresponding increase in equity, The fair value is measured at grant date and spread gver the periad during which the employees become
unconditionally entitled to the options. The fair value of the options granted is measured using an option valuation model, taking into account the terms
and canditions upon which the options were granted, The amount recognised as an expense is adjusted to reflect the actual number of share options for
which the related service and non-market vesting conditions are expected to be met, such that the amount ultimately recognised as an expense is based
on the number of share options that do nct meet the related service and non-market performance conditions at the vesting date.

Where the Company grants share-based payment awards over its own shares to the emplayees of it subsidiaries it recognises, in its individual financial
statements, an increase in the cost of investment in its subsidiaries equivalent to the equity-settled share-based payment charge recognised in its
consolidated financial statements with the corresponding credit being recognised directly in equity.

Shares purchased by the Group are deducted from retained earnings at the total consideration paid or payable.

Exceptional ltems

Exceptional itemns are defined as items of income and expenditure which are material and non-routine in nature and which are considered to be of such
significance that they require separate disclosure on the face of the Income Statement. Any future movement on items previously classified as exceptional
continues to be classified as exceptional.

Revenue

Revenue is recognised when control aver a product or service is transferred to the Group's customer The value attributed to revenue is measured based
on the consideratian specified in the contract and excludes any amounts collected on behalf of third parties. In circumstances where consideration

is not clearly defined in the contract, the revenue is subject to variability. When revenue 1s variable, the Group estimates the amount of consideration

1o be recavered. Revenue is only recognised to the extent that it is highly probabile that a significant reversal in a future period will not accur. When an
amendment 1 an existing contract arises, the Group reviews the nature of the modification and whether or not it reflects a separate or new performance
obligation to be satisfied, or whether it is an amendment ta an existing performance obligation.

Revenue is measured excluding value added tax, for goods and services supplied 1o external customers in line with the fulfilment of contractuat
oerformance obligations. All directly attributable expenses in respect of goods supplied and services provided are recagnised in the income Statement
in the period to which they relate. The Group does not expect to have any contracts where the period between the transfer of the promised goods or
services ta the customer and payment by the custcrmer exceeds one year. As a consequence, the Group does not adjust 11s transaction price for the time
value of money.

The Group's activities cover a variety of disciplines, therefore, depending on the nature of the product or service delivered and the timing of when control
is passed onto the customey, the Group will account for revenue both over time and at a peint in time. Where révenue is measured over time, the Group
uses the input method ta measure progress of delivesy.

Sales of Plant, Coal, Coke and Other Mineral Sales

Revenue is recognised at a point in time when delivery of the product has been made and title has passed to the customer. A number of mineral sales are
sold on long-term contracts, whereby quantities and pricing are agreed with customers for a defined future period. Revenue is recognised on individual
sales at a point In time when the conditions above have been met.

Reverug is measured at the invoiced price net of VAT and any discounts. If, as a separate transaction, the Company has entered into a derivative contract
to hedge the sale price, any gains ar losses on that hedge instrument are alse included in revenue at the same time as the hedged transaction is recorded
as revenue.

Services

Revenue is recognised over ime as contractual performance obfigations are fulfilled. A proportion of sates are subject 1o long-term contracts, typically on

a cost-plus or similar basis, Typically, these contracts take the form of a continuing performance abligation. The revenue and profit on such contracts is
recognised {and invoiced) using the input methad of measuring progress on completion of the performance obligation. Profit is recognised in line with the
recognition of revenue allocating costs to each separate performance obligation as appropriate. Any losses on contracts are recognised in fultimmediately
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1 Accounting Policies continued

Construction Contract Revenue

When the outcome of iIndividual contracts can be estimated reliably, contract revenue and casts afe recognised as revenue and expenses respectively
over time by reference to the fulfilment of performance obligations using the input method of estimating progress of delivery at the reporiing date.
Costs are recognised as incurred, and revenue is recagnised using the input method. The stage of completion of a contract is assessed by reference to
campletion of a physical proportion of the contract work. Revenue includes the initial amoeunt agreed in the contract plus any variations in contracted
work, to the extent that it is probable that they will result in revenue and can be measured reliably. Revenue includes an assessment of any variable
consideration which may become receivable based upon relevant performance measures, Variable consideration is included based on the expected
value ar most likely amount only to the extent that it is highly probable that there will not be a significant reversal in the amount of cumulative revenue
recognised. Provision is made for all knawn or expected losses on contracts as soon as they are foreseen. These provisions are reviewed throughout the
contract life and are adjusted as required. However, the nature of the risks on contracts are such that is often not possible to resolve them until the end
of the contract and therefore the provisians may not reverse until the contract is conciuded.

Government Grants

Government grants are recagnised at their fair value where there is a reasonable assurance that the grant will be received, and the Group will comply
with all attached conditions. Government grants relating 1o costs are deferred and recognised in the income statement over the period necessary

to match them with the costs that they are intended to compensate. The Group received UK Government grants in relation to the Coronavirus Job
Retention Scheme. The Group did not benefit directly from any other forms of UK Government assistance. There are no unfulfilied conditions and other
contingencies artaching to the gavernment assistance that has been recognised.

Property
Sales of freehold land and properties are recognised at a point in time upon legal completion,

Rebates
From time to time the Group may offer a rebate on the sale of goods. The rebate is recognised at the point of sale as a reduction in revenue recorded.
Should the rebate not become due then additional revenue is booked to reflect this at the point at which it becomes clear the rebate will not be payable.

Contract Assets
Contract assets represent amaounts for which the Group has an unconditional right to consideration in respect of unbilled revenue recognised at the
balance sheet date and comgprises costs incurred plus atiributable margin.

Contract Liabilities
Contract liabilities represent the obligation to transfer goods or services to a custamer for which consideration has been received, or consideration is due,
from the customer.

Net Financing Costs

Net financing costs comprise interest payable, finance charges on leases and interest receivable on funds invested together with changes in the fair
values of interest rate swaps and foreign currency forward contracts recognised through the profit and less and the net interest on the defined benefit
pension scheme liability. This is determined by applying the discount rate used to measure the defined benefit obligation at the beginning of the year
to the net defined benefit asset/liability.

Interest income and interest payable is recognised in the Incorme Statement as it accrues, using the effective interest method. Dividend income is
recognised in the Income Statement on the date the entity’s right to receive payment is established.

Taxation
Tax on the profit or loss for the period comprises bath current and deferred tax. Tax is recognised in the Incomne Statement except to the extent that it
relates Yo iterns recognised directly in equity, in which case it is recognised in equity

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the batance sheet date,
and any adjustment to tax payable in respect of previous years.

Deferred tax is provided on temporary differences between the carrying amaounts of assets and liabilities for financial reporting purposes and the
amounts used for taxation purposes. The amount of deferred tax provided is based on the expected manner of realisation or settlement of the cariying
amount of assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet date.

The following temporary differences are not provided for; the initiat recognition of goodwill, the initial recognition of assets or fiabilities that affect neither
accounting nor taxable profit other than in a business combination, and differences relating to investrnents in subsidiaries to the extent that they will
probably not reverse in the foreseeable future.

A deferred tax asset is recognised only to the extent that it is probable that futuse taxable profits will be available 2gainst which the asset can be utilised.

Provisions

A pravision is recognised in the Balance Sheet when the Group has a present legal or constructive abligation as a result of a past event, that can be
refiably measured, and where it is probabie that an outflow of economic benefits will be required 1o settle the obligation. if the effect is material,
provisions are determined by discounting the expecied, risk adjusted, future cash flows ata pre-tax risk-free rate. The effect is nat deemed material for

any the Group's provisions.
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Restaration and Rehabilitation Costs

The mining, extraction and processing activities of the Group narmally give rise to obligations for site restoration. Restoration works can include
site decommissioning and dismantling and site and land rehabilitation, The extent of work required, and the associated costs are dependent on the
requirements of relevant authorities and the Group's enviconmental policies.

An initia} provision reflecting the current abligation for the cost of future site restoration is recognised at the commencement of the production phase for
all liabilities created through development of the surface mine. Production activities give rise to further restoration obligations and provisions are made
for these liabilities as they arise,

Restoration provisions are measured at the expected value of future cash flows, Significant judgements and estimates are wwaolved in forming an
expectation of futuse activities and the amount and timing of the assaciated cash flows. Such expeciations are based on existing planning requirgments
and management’s future development plans which give rise to a constructive obligation,

Restoration provisions are adjusted for changes in estimates, which are accounted for as a change in the corresponding capitalised cost within non-
current assets, except where a reduction in the provision is greater than the unamartised capitalised cost of the related assets, in which case the
capitafised cost is reduced to £nil and the remaining adjustment is recognised in the Statement of Comprehensive tncome. Changes to the capitalised
cost result in an adjustment te future amortisation and financial charges.

Given the significant judgements and estimates invoived, adjustments ta the estimated amount and timing of future restoration and rehabilitation
cash flows are a normal eccurrence. Factors influencing those changesinclude but are not limited to: revisions to estimated reserves and site operations;
planning requirerments and management’s development plans and changes in the estimated cost and scope of anticipated activities.

Adopted IFRSs Not Yet Applied

Certain new accounting standards and interpretations have been published that are not mandatory for 31 May 2021 reporting periods and have not been
early adopted by the Group. These standards are not expected to have a material impact an the entity in the current or future reporting periads and on
foreseeable future transactions.

2 Segmental Information

The following analysis by industry segment is presented in accordance with IFRS 8 on the basis of those segments whose operating resuits are regularly
reviewed by the Board of Directors (ihe Chief Operating Decision Maker as defined by IFRS 8) to assess performance and make strategic decisions about
allocation of resources.

The sectors distinguished as operating segments are Services, Hargreaves Land, Unallocated and HSEL.

+ Services: Provides materials handling, mechanical and electrical engineering logistics and bulk earthmoving into the energy, environmential,
infrastructure and industrial sectors

- Hargreaves Land: The development and realisation of value from the land portfatio including rental income from investment properties and the
share of profit of the Unity joint venture.

- Unallocated: The corporate overhead contains the central functions that are not devolved to the individual business units.

- Hargreaves Services Europe (“HSEL"): The Group's share of its German joint venture.

These segments are combinations of subsidiaries and joint ventures, They have separate management teams and provide different products and services.
The four operating segments are also reportable segments.
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2 Segmental Information continued
The segment results, as reported to the Board of Directors, are calculated under the principles of IFRS Performance is measured on the basis of underlying
profit/{loss) before tax, which is recenoiled to profit/{loss) befare tax in the tables below:

Hargreaves
Services Land Unallotated HSEL Total

200 2021 20m 00 021

£000 £000 €000 £000 £000
Revenue
Total revenue 194,600 11,800 - - 206400
Intra-segment revenue {1,604) - - - [+,604)
Revenue from external customers 192,996 11,800 - - 204,796
Operating profit/(loss} (before exceptional items and impairment) 6,691 2,530 (4,470) - 4,751
Share of profit in joint ventures (net of tax) - 4,069 - 13611 17,680
Net financing costs (1,614) (338} 76 - (1,236
Impairmerit of intangibles {4,635) - - - {4.635)
Exceptional items (2,186) - - - (2,086)
Prafit/(loss) before taxation (1,744) 6,261 (3,7549) 13,611 14,374
Taxation 591 na 1,555 - 2032
Profit/(foss) after taxation {1,153) 6,147 (2,199) 13,611 16,406
Depreciation charge 6,135) 03 (323) - 5,551)
Capital expenditure {3,380 (23) (216) - (3,620
Net assets/liabilities)
Segment assets 77500 55,820 54,800 - 1_88,520
Segment liabilities (60078) (6950 (8.343) - {75.411)
Segment nat assets 17,822 48,830 46,457 - 113,109
Joint ventures - 4,051 - 27136 31,187
Total net assets 17,822 52,881 46,457 27,136 144,296

Unallocared net assets of £46.5m include cash and cash equivalents of £28.3m, deferred tax asset of £10.1m, amounts due from Jointly Contrelled Entities
of £14.5m, VAT liability of £3.8rm and other corporate items {£2.6m liabifity).

legraaves
Seryices Land Unallocates HSEL Toral

2020 2020 2020 2020 2020

[117] £000 £000 £000 £00D
Reverue
Total revenue 216,283 6,217 - - 222,500
Intra-segment revenue (258 - - - (258)
Revenue from external customers 216,025 6,217 - - 222,242
Qperating profit/(loss) (before exceptional items and impairment) 8,496 (194) 3739 - 4,563
Share of profit in joint ventures (net of tax)* - - - 2,335 2135
Net financing costs {1,541) (115} 467 - (1,289
Impairment of intangibles (1,575) - - - {1,579)
Exceptional items (4)20) - 2437 - (1,683)
Profit/loss) before taxation 1160 (309 (835 2135 2,151
Taxation 603 979 537 - 219
Profit/(loss) after taxation 1763 670 (298) 2135 4,270
Depreciation charge (18,666) ma 523) - {19,305}
Capital expenditure {2,578) 94) (129) - {2.801)
Net assets/{liabilities)
Segment assets 161,859 58635 323 - 223725
Segment liabilities (65,172 (2,423) (40,168) - {107,763)
Segment net assets/{liabilities} 9R.6R7 56,212 {36837 - 115962
foint ventures - - - 14,093 14,083
Total net assets/(liabitities) 95,687 56,212 (36,937) 14,093 130,055

*  Share of profit in joint ventures includes £0.6rm of fair value gain on an acguisition by a joint veniure.
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Unallocated net liabilities of £369m include the Group banking facilities liability (£32.0m), cash and cash equivalents (£6.3m lability), derivative financial
instruments (£0.2m fiability), VAT liability (£19m) and deferred tax asset {£8 3m), retirement benefit obligations (£3.8m) and other corporate items (£10m liabilicy).

The following table analyses revenue by significant category:

021 2020
£600 £000
Sale of goods 83,589 75734
Provision of services 93,170 130,849
Other/Construction contracts 28,037 15,659
204,796 222,242
The timing of revenue recognition is analysed as follows:
Hargreaves
Services Land Unallacared Totak
100 200 200 200
£000 £000 £000 £000
Overtime 77,000 3,452 - 80,452
Atapointintime 115,996 8,348 - 124,344
Revenue 192,996 11,800 - 204,796
Hargreaves
Services Land Unallocated Tatal
2020 2020 2020 2020
£000 £000 £000 £000
Overtime 102,711 259 - 102.970
At a point in tkme 113,314 5958 - 119,272
Revenue 216,025 6,217 - 222,242
Geographical Information
202 2020
Non-currant Nan-gurrent
Revenue nssets Revenue asyets
£000 £000 £600 £000
UK 142,295 83,737 190,023 72,092
Europe 349N - 5220 -
Hong Kong 25,387 445 24,896 346
Qther overseas 2,143 13 2,103 27
204,796 84,195 222,242 72465
3 Other Operating Income/(expense)
200 2020
£050 £000
Profit on disposal of praperty, plant and equipment 860 2519
Profit on disposal of investment property 3,041 870
Loss on disposal of right-of-use assets (234) (538)
Profit on disposal of subsidiary undertakings 154 2437
Total other operating income 3,821 5,288
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4 Expenses and Auditors’ Remunaration

The following items have been charged to the Stetement of Profit and Loss:

201 2020

£000 £000
Impairment of goodwill and other intangibles 4,635 1575
Depreciation of property, plant and equipment owned 2,604 6,820
Depreciation of right-of-use assets 3,493 5992
Depreciation of mining assets and mineral reserves 465 6,493
Interest payable on right-of-use leases 577 675
Expense relating to shost-term leases 2,845 2,369
Expense relating 1o leases of low-value assets that are not shown above as short-term 676 1,150
Auditors’ Remuneration:

1011 2020

£000 £000
Audit of these financial staternents e 67
Amcunts receivable by the Company's auditor and its joint ventures in respect of:
Audit of financial statements of subsidiaries of the Company 289 300
Audit of financial statements af joint ventures of the Comgpany 166 145
Other assurance services 25 10
5 Exceptional [tems
The Group incurred one exceptional item in the year as follows:

201 2020

€000 £000
Exceptional item in Revenue
Reduction in value of legacy contracts in CA, Blackwell (Contracts) Limited - (933)
Total exceptional item in Revenue - (933)
Exceptional items in Cost of sales
Losses on legacy contracts in CA. Blackwell {[Contracts) Limited [2,186) (487)
Cessation of coal mining activities - (4,708)
Movernent in provision in respect of the insolvency of British Steel - 1,408
Total exceptional items in Cost of sales (2,186) {3187)
Exceptional item in Other operating income
Gain on disposal of Drakelands Restoration Limited - 2437
Total exceptional item in Othar operating income - 2437
Tatal (2,186) (1,683)

Further losses have been recognised on the tegacy cgniracts within C.A. Blackwell {Contracts) Limited resulting in costs of £2,186,000. For the year ended
3t May 2020, this resulted in the reversal of previously recognised revenue of £933,000 and further costs of £487,000. These contracts have now been
conchided and final accounts agreed. The contracts are now in defects periods with appropriate accruals held 1o cover all anticipated costs of rectification.

Following the decision to cease all coal mining operations the Group incurred an exceptional charge for the year ended 31 May 2020 of £4,108,000,
reflecting employment related liabilities of £1,421,000, assaciated asset write-downs of £1,745,000 and restoration liabilities of £341,000.

On 2 Decernber 2019 the Group disposed of its shareholding in Drakelands Restoration Limited ("DRL) for proceeds of £2.800,000, the total assets and net
assets of DAL at date of disposal were nil and directly attriputable costs totalled £363,000 resulting 1n a profit on disposal of £2,437,000 for the year ended
31 May 2020, reported within the unallocated reportable segment.

Following the insclvency of British Steel, 2 cost of £7.964,000 was recognised in the year ended 31 May 2019 with £1,681,060 relating to employment

liabilities and the remainder relating to debtor, WIP and associated plant impairments. Following the acquisition of British Steel by Jingwe in the year

ended 31 May 2020 there was na longer any need for the remaining employrment related provision, and the balance of £1,408,000 was subsequently
released in the year ending 31 May 2020.
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6 Staff Numbers and Costs
The average number of persons employed by the Group in continuing operations {including Directors) during the year, analysed by category, was as follows:

Number of employees

Group
2021 2020
Directors and senior management 12 37
Administration 216 263
Production 1,032 1462
1,267 1,742
The aggregate payroll costs of these persons were as follows:
Group
2021 2020
£000 £000
Wages and salaries 51,819 67646
Share-based paymenits (see Note 26) 218 323
Social security costs 3,863 5.319
Contributions to defined contribution pension scheme {see Note 25) 2113 2831
Expenses of defined benefit pension schemes (see Note 25) 14 233
58,254 76,352
The Company has no employees {2020 nil).
7 Directors’ Remuneration
2011 2010
£000 £000
Directors' emoluments 2,183 1.264
Company contriutions to defined contribution pension schemes 205 205
2,388 1,465

The aggregate of emoluments and amounts receivable under long-term incentive schemes of the highest paid Director was £997,000 (2020: £523,000),
and £118,000 (2020: £118,900) was paid in lieu of Company pension contributions.

The detailed breakdown of the Directars' total emoluments is included within the Remuneration Report,

Number af Directors

o0 2020
Retirement benefits are accruing to the following number of Directors under:
Defined contribution schemes 3 3
The nurnber of Cirectors who exercised share options was - -
The number of Directors in respect of whose services shares were received or receivable under long-term
incentive schemes was 4 4

None of the Directors hold any rights 1o subscribe for shares in the Group {2020: nil).

All of the Directars benefited from qualifying third-party indemnity provisions.
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8 Financeincome and Expense
Recognised in Profit or Loss

201 2000
€000 111
Financeincome
Bank interest receivable 14 156
Early settlement discount 228 260
Foreign exchange gain 96 270
Interest received Tror jontly cantrolled enities 208 159
Total finance income 646 845
Finance expense
Total interest expense on financial liabilities measured at amortised cost 1,263 1379
Interest payable on leases 577 675
Interest on defined benefit pension scheme abligation (see Note 25} a2 80
Total finance expense 1,882 2134
9 Taxation
Recognised in the Income Statement
2001 2020
£000 £000
Currenttax
Current year 57 B9
Adjustments for priar years 8 {377)
Current tax expense/{credit) 65 (288)
Deferred tax
Origination and reversal of temporary timing differences 764 {381)
Impact of increase in tax rate {2,736) (885)
Adjustrents for priof years (125} {565)
Deferred tax credit (2,097) {1,831)
Tax credit in Income Statement (excluding share of tax of equity accounted investees) (2,032) (2119

The deferred tax adjustrment in respect of prior years of £125,000 relates to losses assumed to be utilised in previous year, which were ultimately retzined.

Recognised in Other Comprehensive Income

20 2020
£000 £00¢

Deferred tax (expense)/income
Effective portion of changes in fair value of cash flow hedges (25) an
Remeasurements of defined benefit pension schemes {319) 283
(344) 272
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Reconciliation of Effective Tax Rate

00

1020

£000 000
Profit for the year from continuing operations 16,406 4270
Total tax credit (2,032} (2119}
Profit excluding taxation from cantinuing operations 14,374 2,151

Tax using the UK corporation tax rate of 19.00% (2020. 19.00%) 2,731 409
Effect of 1ax rates in foreign jurisdictions {143} (13)
Tax effect of joint ventures (2,586) (405}
Previously unrecognised tax losses . (92) (678}
Non-deductible expenses 894 395

Impact of change in Lax rates (2,736} (885}
Other temporary trading differences 17 -
Adjustment in respect of previous periods mz (942}
Effective total tax credit {2,032} {2,119}

The UK corparation tax rate has been 19.00% for the duration of the financiat year (2020: 19.00%).

Factors That May Affect Future Current and Total Tax Charges

Follewing the March 202} budget, the corporate tax rate will increase from 19% to 25% with effect from 1 April 2025, The deferred tax balances at 31 May 2021

and 31 May 2020 have been calculated based on the rate substantively enacted at the balance sheet date of 25% and 19% respeciively.

10 Earnings per Share

The calculation of earnings per share ("EPS") is based on the profit for the year attributable to equity holders and on the weighied average number of

shares in issue and ranking for dividend in the year.

200 2020
£arnings EPS DEPS Earnings EPS DEPS
E00D Pence Pence [{1]ei) Pence Pence
Underlying earnings per share 22,832 70.66 68.64 6,399 19.87 19.44
Exceptional items, fair value adjustments and
impairment (net of tax} (6.,406) {19.82) (19.26} (2,084 6.47) {6.33)
Basic eamings per share 16,426 50.84 4938 4,315 13.40 130
Weighted average number of shares 32,312 33262 32,099 32913

The calcutation of weighted average number of shares inchudes the effect of own shares held of 827,50 (2020: B36,410).

The calculation of difuted earnings per share ('OEPS" is based on the profit for the year and the weighted average number of ordinary shares in issue in
the year. The potentially dilutive effect of the share options outstanding (effect cn weighted average number of shares) is 950,750 (2020: 714.075); effect

of basic earnings per ordinary share in the current year is 146p (2020: 0.29p). Effect on underlying earnings per ordinary share is 202p (2020:0.29p).
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11 Property, Plant and Equipment

Group

Freehold fand

and buildings Matar

and leasehold Furniture and vehicles Flxtures Mining Minaral

Improvements equipment and plant and fittings assats reserves Tatal

£600 £000 000 600 £000 £000 £000
Cost
At 1June 219 11,698 4,666 72084 407 12948 2,335 104,138
Acquisitions 154 181 1,201 8 1,260 - 2,80
Disposals 49 (57) {24,867) - - - {24973)
Transfers - 41 - 41 - - -
Transfer to right-of-use assets - - (18,190) - - - (18,190)
Effect of movements in foreign exchange (3 2 (312) 3 - - (3t6)
At 31 May 2020 1,797 4,751 29916 453 14,208 2335 63,460
At | June 2020 11,797 4,751 29916 453 14,208 2,335 63,460
Acquisitions 69 283 3,242 26 - - 3620
Disposals . (28) (736) (9.207) (12) (14,208) (2,335) (26,526
Transfars - 62 - (62) - - -
Etfect of movements in foreign exchange {2 {2%) 94 3 - - 64
At 31 May 2021 11,836 4,335 24,045 402 - - 40,618
Accurmulated depreciation and
impairment

At | June 2019 4,640 3,893 40,118 34 8671 914 58,610
Depreciation 304 522 5980 4 5072 1421 13,313
Disposals - B2 {18.118) - - - (18,775)
Transfers - 4n - 41 - - -
Transfer o right-of-use assets - - {5,004) - - - (5.004)
Effect of movements in foreign exchange (2 - {239 (4) - - (243)
At 31 May 2020 4942 4347 22,137 425 13,743 2335 47,899
AL June 2020 4942 4317 22,137 425 13,743 2335 47,899
Depreciation 303 312 1978 n 465 - 3,069
Disposals na (708) 6,998 - (14,208) {2,335) {24,261)
Transfers - 62 - 62) - - -
Effect of movernents in fareign exchange - {12) 1i¢ 2 - - 105
At 31 May 2021 5,233 3,97 17,236 372 - - 26,812
Met book value
At 1 June 2019 7,058 773 31,966 33 4,277 141 45,528
At 31 May 2020 6,855 434 7779 28 465 - 15,561
At 31 May 2021 6,603 354 6,809 30 - - 13,806

The Company has no property. plant and equipment.

Security
The Group's property, plant and equipment is used to secure some of its interest-bearing loans and borrowings (see Note 23).
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12 Right-of-Use Assets

Group Landand Motor vehicles
buylldings and plant Tata)
£000 £CO0 €000
Cost
At | June 2019 - - -
Transition 1o IFRS 16 1,500 8.801 10,301
Additions 296 374 4,037
Disposals (88) {6,598} (6.586)
Transfer from fixed assets ' - 18,190 18,190
Effect of movements in foreign exchange 3 - 3
At 31 May 2020 1711 24,134 25,845
AL 1 June 2020 1,711 24,134 25,845
Additions 1,19% 1,233 2,432
Disposats (48) (3.308) {3,356}
Effect of movernents in foreign exchange {22) (8) (30)
At 31 May 2021 2,840 22,051 24,891
Accumulated depreciation and impairment
Al 1 June 2019 ' - - . -
Transition to IFRS 16 56 3,685 M
Depreciation 1,281 4711 5992
Dispasals (88) (4,650) (4,738)
Transfer from fixed assets - 5.004 5004
Effect of movements in foreign exchange 1 - 1
At 31 May 2020 1,250 8,750 10,000
At June 2020 1,250 8,750 13,000
Depreciation 454 2999 3493
Disposals 48) (2.321) (2,369
Effect of movements in foreign exchange 7 2 )
At 31 May 2021 1,689 9,426 11,115
Netbook value
At 31 May 2020 461 15,384 15,845
At 31 May 2021 1,151 12,625 13,776
The group leases various offices, warehouses, stores, equipment and vehicles.
The Company has no right-of-use assets.
13 Investment Property
Group Campany
011 2020 2021 2020
At cost £000 £000 £000 £000
At 31 May 9,216 10067 - -
Addivons 390 34 - -
Disposals (1,999} (L175) - -
Transfer to stock - - - -
At 31 May 7,607 9216 - -

The fair vaiue of the investment Properties is estimated by the Directors at £13,404,000 (2020: £14,825,000) The reduction in the estimated fair value is due
to disposals made during the year.
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14 Intangible Assets including Goodwill

Group Customar Supply Other Total
Goodwill tontracts contracts intangibles Cost
£000 £000 £000 600 £000
Cost
AT June 2N9 22,040 13,785 8,148 1,015 44,988
Disposals - {12,438) (8,148) 1,015} {21,601}
AL 31 May 2020 22,040 1347 - - 23,387
At ¥ June 2020 22,040 1347 - - 23387
Disposals (3.726) - - - (3.726)
Foreign exchange - 57 - - 57
At 31 May 2021 18,314 1,404 - - 18,718
Accumulated amartisation and impairment
AL 1 June 2019 11,072 13,785 8,148 1,000 34,005
Impairment 1,560 - ’ 15 1575
Disposals - (12,438) {8,148) {1,015) {21,601
Exchange Movements 10 - - - {100
At 31 May 2020 12,622 1,347 - - 13,969
AL June 2020 12,622 1347 - - 13969
fmpairment 4,635 - - - 4,635
Disposals {3.726) - - - (3.726)
Exchange movements 4) 57 - - 16
At 31 May 2021 13,490 1,404 - - 14,894
Net book value
AL 31 May 2009 10968 - - 15 10,983
At 31 May 2020 9418 - - - 9418
At 31 May 2021 4,824 - - - 4,824

The Groug does not have any internally generated intangible assets. All intangibles have finite lives and are amortised oves their useful lives depending on
the life of the contracts.

impairment Charge
The impairment charge is cecognised in the following line items in the Income Statement:
2021 1020
£000 £000
Administrative expenses 4,635 1,975

The Company has no intangible assets (2020; £nil).
Impairment Testing

During the year following a review of the future cash flows of the relevant Cash-Generating Units ("CGUs") the remaining intangible asset relating to the
Otherintangibles was Impaired.
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The remaining goodwill has been aflocated to Cash-Generating Units or groups of CGUs as follaws:

Goadwill
2021 2020
£000 £000
Hargreaves Industrial Services Limited 1,252 1,252
Coal 4 Energy / Maxibrite Limited - 4,594
Specialist Earthworks 3,572 3572
4,824 9418

The recoverable amounts of the above CGUs have been calculated with referente to their value in use. The key features of this calculation are shown below:

2021 1020
Period on which management approved forecasts are based 5years 5 years
12% 8%

Discount rate

in order o test goodwilt for impairment the Group performs value in use calculations by preparing cash flow forecasts for each CGU derived from the
most recent financial budget and strategic plan approved by management going forward five years, with the exception of CA. Blackwell Group Limited
which is based on a 10 year financial budget due to the nature of the business. An annual growth rate of 2% has been assumed after the relevant
forecast period, The Board considers that the assurnptions of growth provide management with a conservative estimate against which to compare the
corresponding CGU carrying values. Sustaining maintenance capital expenditure in each CGU has been included in the calculations but no cash flows
relating 10 enhancement capital expenditure have been included. A post-tax discount rate of 12% (2020: 8%} has been used in the first instance.
Management consider this t¢ be higher than a market participant's discount rate for each individual CGU. The increase in the discount rate is due &

a change in the Group's weighting of debt to equity. Over the last twelve months equity has represenied a larger proportion of the Group's capiral
resources following the repayment of the Group's main banking facilities and has thus increased the Group's weighted average cost of capital.

Following this year's review management identified an impairment withirs the Coal 4 Energy Limited / Maxibrite goodwill and recognised a reduction of
£4,635,000. Of this, £3,035,000 refates to the sale of the coal activities ta HRMS, with £1,600,000 relating to the Maxibrite business. Each of the other CGUs
has subistantial headroom under the annua! impairment review, which remains after allowing for reasonably possible changes in assumptians.

Other than changes to the discount rate, the key assumption which wauld impact the carrying value of goodwill is the margin generated by each CGU.
Whilst the sensitivities vary according to CGL, for a material impairment to take place the discount rate would have ta increase to 269 {2020: 38%) or the
assumed cperating margins would have to decrease by more than 20% (2020; 27%) before any further impact on any single CGU

The Company has nointangible assets.

71

Annual Repart and Accourts 2021



Notes
(forming part of the financial statements) continued

15 Investments in Subsidiaries and Joint Ventures

List of Registered Offices:

151 West Terrace, Esh Winning, Durham, DH? 9PT

15.2 Tower Colliery, Tirherbert Road, Rhigos, Aberdare, CF44 QUF

153 Bdningerstrafie 29, 47051 Duisburg, Germany

154 Van Heetveldelei 178, 2100 Deurne, Antwerp, Belgium

155 31F, Tower Two, Times Square, 1 Mathescen Street, Causeway Bay, HK

156 Plac Rodla, 8/914, 70-419 Szczecin, Polska

15.7 Flat Ne.333, 3rd Floor, Devika Tower, 6 Nehru Place, Delhi-110019, India

158 3 Nobel Boulavard, Cape Gate NE3, Vanderbijlpark, Gauteng, 1900

159 Lot 603, Level 6, 8 First Avenue, Bandar Utama, 47800 Petaling Jaya, Selangor Daru! £hsan, Malaysia
§5.10 Room 1117-8, 11th Floor, Tuen Mun Central Square, NO.22 Hoi Wing Road, Tuen Mun, New Territories, HK
1511 Cp House, Otterspoo! Way, Watford, Hertfordshire, England, WD25 81)

15.12 Werthausser Str, 182, 47053 Duisburg, Germany

The Graup and Company have the following investments in subsidiaries and joint ventures at the end of the year:

Qwnership
Address of Class of

raglistered office shares held 202 2020
Company
Subsidiary undertakings
Hargreaves (UK) Limited 151 Ordlinary 100% 10096
Hargreaves industrial Services Limited 151 Ordinary 100% 100%
Forward Sound Limited 151 Ordinary 100% 100%
Hargreaves Services (HK) Limited 156 Ordinary 100% 100%
Hargreaves Land Limited 151 Ordinary 100% 100%
H Techniczal Resources Limited* i51 Ordinary 100% 100%
Hargreaves Maltby Limited* 151 Ordinary 100% 100%
Hargreaves Property Ventures Limited 151 Ordinary 100% 100%
Hargreaves Services (Westfield) Limited 154 Ordinary 100% 100%
Hargreaves Services (Castlebridge) Limited* 151 Ordinary 100% 100%
Hargreaves Services (Blindwells) Limited 15.1 Qrdinary 100% 100%
Hargreaves Services Forestry Limited* 151 QOrdinary 100% 100%
Hargreaves Services South Africa (Pty) Lid 158 _ Ordinary 100% 100%
Hargreaves Mining India Private Limited” 15.7 Ordinary 100% 100%
C.A. Blackwell Group Limited 15.1 Ordinary 100% 100%
Hargreaves industriat Services Sdn Bhd* 159 Ordinary 100% 100%
Hargreaves Pension Company Limited 151 Ordinary 100% 100%
Hargreaves Land Holdings Limited* 15.1 Chrdinary 100% 100%
Blackwell Earthmoving Limited 150 Crdinary 100% 100%
Dormant
Coal 4 Energy Limited” 151 Ordinary 100% 100%
Hargreaves Carbon Products Europe Limited® 154 Qrdinary 100% 100%
Hargeeaves Sarvices Wind Farm (Damside) Limited* 15.1 Ordinary 100% 100%
Hargreaves Services Wind Farm {Broken Cross) Limited®* 151 Ordinary 100% 100%
Hargreaves Services Wind Farm (Glentaggart) Limited™ 15.1 Ordinary 100% 100%
Hargreaves Services Wind Farm {House of Water) Limited* 151 Ordinary 100% 100%
Hargreaves Sesvices Wind Farm (Chatmerston) Limited® 15 Orcinary 100% 100%
Hargreaves Corporate Director Limited* 5 Ordinary 100% 100%
Hargreaves Services (Muir Dean) Limited® 151 Ordinary 100% 100%
H Aggregates Limited* 5.1 Ordinary 100% 100%
HBLT Limited* 151 Ordinary 100% 100%
R Hanson & Son Limited* 151 Ordinary 100% 0%
HESOTT Limited* 15 Ordinary 100% 100%
HS Australia Limited® 151 Ordinary 100% 100%
H Europe Limited* 15.1 Ordinary 100% 100%
Joint ventures
Mir Trade Services Limited® 153 Ordinary 50% 50%
Hargreaves Services Europe Limiteg 15 Ordirary 49% 49%
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Ownership
Address of Class of

registered office tharas hetd 200 2020
Group
Subsidiary undertakings
Hargreaves (UK) Services Limited 15.1 Qrdinary 100% 100%
The Monckton Coke & Chemical
Company Limited " 151 Qrdinary 100% 160%
Malthy Calliery timired 151 Ordinary 100% 100%
HE Contracts Limited* 151 Ordinary 100% 100%
Maxibrite Limited 151 Orginary 85.2% 85.2%
RocPower Limited * 15) Qrdinary 85% 85%
Hargreaves Carbon Products NV * 154 Ordinary 100% 100%
Hargreaves Industrial Services (HK) Limited 15.5 Qrdinary 100% 100%
Access Services (HK) Limited * 15.10 Ordinary 100% 100%
OCCW (St Ninians) Limited * 15 Qrdinary 100% 100%
OCCW {Duncantiemere) Limited * 5.1 Ordinary 100% 100%
OCCW (Chalmerston) Limited * 15 Ordinary 100% 100%
OCCW (Netherton) Limited * 151 Ordinary 100% 100%
QOCCW (Damside) Limited * 153 Ordinary 100% 100%
QCCW (Broken Cross) Limited * | R Ordinary 100% 100%
OCCW (House of Water) Limited * 151 Ordinary 100% 100%
C. A, Blackwell (Contracts) Limited 154 Ordinary 100% 100%
Geofirma Soils Engineering Lirnited * 151 Ordinary 100% 100%
Renaissance Land Regeneration Limited * 151 Ordinary 100% 100%
Hargreaves Land {North) Limited 151 Ordinary 100% 100%
Hargreaves Land {South) Limited 151 Crdinary 100% 100%
Hargreaves Hatfield Limited 15 Ordinary - 100%
Hargieaves Pawer Services (HK} Limited * 1510 Crdinary 100% 100%
Joint ventures
Tower Regeneration Limited 15.2 QOrdinary 50% 50%
Tower Regeneration Leasing Limited 15.2 Crdinary 50% 50%
Hargreaves Raw Material Services GmbH 15.3 Crdinary 49% 45%
Hargreaves Carbon Producis Polska Sp. zc.c. 156 Qcdinary 49% 49%
Carhon Action Ld 191 Qidinary 50% 50%
Hargreaves Darlington Limited 151 Qrdinary 50% 50%
Waystone Hargreaves Land LLP 151 Ordinary 50% 50%
DX Recycling und Roheisen GmbH 1512 Ordinary 47% 47%
Hargreaves-EWT Industrieservices GmbH 1512 Ordinary 25% -
Dermant companies
Metallurgical Supplies Limited* 15} Ordinary 100% 100%
Tru-Green Limited*® 151 Ordinary 100% 100%
Eastgate Materizls Handling Limited* 151 Ordinary 100% 100%
Hargreaves Regeneration Limited* 15.1 Ordinary 100% 100%
Drakelands Holdings Limited* 151 Ordinary 100% 100%
Renzissance Land Management Limited* 15 Ordinary 100% 100%
517EPA Limited® 151 Ordinary 100% 100%
RocFuel Limited® 151 Ordinary 50.1% 50.1%
R&A Fuels Limiteg" 151 Ordinary 100% 1009
Squire Distribution Services Limited” 151 Ordinary 100% 100%
Har Transport Limited® 151 Crdinary 100% 100%
HS Teansport Services Limited*® 151 Ordinary 100% 100%
DWL Engineering Services Limited* 151 Ordinary 100% 100%
Premier Lime and Stone Company* 151 Ordinary 100% 100%
CA. Blackwell {Plant) Limited* 151 Ordinary 100% 100%
HBR Limited* 151 Ordinary 100% 100%
*  These UK subsidiaries are exempt fram audit by vinue of s479A of the Companies Act 2006.
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15 Investments in Subsidiaries and Joint Ventures continued

Tower Regeneration Leasing Limited is a 100% owned subsidiary of Tower Regeneration Limited. Hargreaves Raw Material Services GmbH and Hargreaves
Carbon Products Polska 5p. zo.0. are both 100% owned subsidiaries of Hargreaves Serviges Europe Limited. DK Recycling und Roheisen GmbH is a 94.9% owned
subsidiary of Hargreaves Raw Maierials Services GmbH. Hargreaves-EWT Industiieservices GmbH is 50% owned by Hargreaves Raw Materials Services GmbH.

The Group's share of post-acquisition total recagnised profit or loss in the above jointly controlled entities for the year ended 31 May 2021 was a profit
of £17680,000 (2020: £2,135,000}.

The Group sold 100% of its shares in Hargreaves Hatfield Limited for total consideration of £154,000 during the year.

Joint Ventures
Carrying amount of equity accounted investees:
Tower Hargreaves Waystone Interests
Regeneration Services Hargreaves In immaterlal
kimited Eurape Limlted LandLLP Joint ventures Totat
Group EDOD EDO0 £0D0 E0DO £000
At ) Jung 2019 - 11692 - 52 11,744
Group's share of total comprehensive income (including fair value
gain on acquisition of £555,000} - 2152 (17} - 2,135
Exchange differences - 265 - 51 214
AT 31 May 2020 - 14,109 (17} 1 14,093
Tower Hargreaves Waystane interests
Regenesatlon Services Harg inl Tal
Limited Europe Limited Land LLP jointventures Total
Group £000 £000 £000 £000 €000
At1 June 2020 - 1409 an 1 © 14093
Group's share of total comprehensive income - 1361 4069 - 17680
Exchange differences - (582) - {4} (586)
Al 31 May 201 - 27,138 4,052 (k)] 31,187
Towear Hargreaves Waystane Interests
Reg i Servl Harg in) jal
Limited Europe Limited LandLLP joint veatures Tatal
Group £000 £000 £000 £000 £000
Hargreaves share of net assats/{liabilities) {5,190) 16,3156 12 1 1,10
Amount not recagnised 51890 - - - 5180
Non-distributable reserves - (2.207) - - - £2.207)
Investrnent at 31 May 2020 - 14,109 {17} 1 14,093
Tawer Har ¥ Interests
Regeneration Services Hargreaves inimmaterial
Limited Eurape Limited Land LLP Joint veatures Yotal
Group £o0g £000 €000 £000 €000
Hargreaves share of net assets/(liabilities} (5,849 20698 4,051 (2 27.898
Amount not recognised 5849 - - - 5849
Non-distributable reserves - (2,560) - - (2,560
Investment at 31 May 2021 - 27138 4,051 (2} 31,187
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The figures below are prepared under IFRS, all numbers are presented in £000s.

Tower Regeneration Limited Waystone Hargreaves Land LLP Hargreaves Services Europe Limited
Atcost 2021 2020 2021 2020 100 2020
Veting rights 50% 50% 50% 50% 49% 49%
Cash and cash equivatents 136 569 15,606 100 468 423
Other current assets 3,056 6,112 9,167 8,800 104,860 75,185
Total current assets 3,192 6681 24,773 8,900 105,328 75,608
Non-current assets .10 1,186 - - 48,732 52,760
Current liabilities (20,874) (22,696) (16,670) (8,935) (63,617) (45,809)
Non-current liabitities (131} - - - (55,911) 163,587}
Net (liabilities)/assets (100%) (16,712} (14,829) 8,103 (35 34,532 18972
Revenue 62 - 26,932 - 321,295 170,352
Other expenses (306} {1,624) (18,795) (35 (293,892) (163,437}
Depreciation and amortisation - - - - {3,868) (1,459)
Interest income - 22 - - 73 13
Interest expense (1,102} {1,085) - - (2,338) (1,654)
(Lossi/profit before tax (1,946) (2,687} 8,137 (35) 21,270 3815
Income tax expense 63 - - - {4,878) (1,253)
Post tax {loss)/profit (1009%) {1,883) (2,687} 8,137 (39) 16,392 2562

The total financial liabilities included in current liabilities is: Tower Regeneration Lirnited Enil (2020 £nil); Hargreaves Services Europe Limited £55,676,000

(2020: £55,932,000) borrowing base facility and term lpans.

Included within non-current lizbiiities above and disclosed in Note 32 Related parties are loans amounting to €13m (2020: €13m) due from HRMS 1o
Hargreaves Services plc, the amounts represent £11.2m (2020: £11.7m). These foans are not due for repayment until 31 May 2027, Interest on the loans is
charged at a rate of 1 8% being 1.7% over UK base rate. Additicnally, Waystone Hargreaves Land LLP includes an amount of £5,582,000 (2020 £4,319,000)
payable to Hargreaves Land North Limited, this loan is repayable o demand. Tower Regeneration Limited includes an amount of £10,984,000 (2020:

£11,513,000) within current liabilities, which is due 10 Forward Sound Limited, a wholly cwned subsidiary undertaking.

The Group also has a non-material interest in the following companies: Tower Regeneration Leasing Limited, MIR Trade Services Limited, Carbon Action

Limited and Hargreaves Darlington Lirnited.

Group Jolnt
undertakings ventures
Company £000 €000
Shares at cost and net book value
Al 1 June 2019 31,688 4984
Capital contribution arising on share options [Note 26) 323 -
Irmpaironent (2.071) -
AL 3l May 2020 29,940 4,984
Al 1 June 2020 29940 4984
Capital contribution arising on share aptions (Note 26) 218 -
Impairment (9,14%9) -
At 31 May 2021 21,009 4,985

The cagital contribution arising on share options is as a result of the share-based payment charge during the year Following the sale of speciality coal
inventory to HRMS in the year and the cessation of all material coal related revenue activities, the parent company has impaired its investment in Coal 4

Energy Limited by £9.149.000.
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16 Other Financial Assets

Gioup Company
2021 2010 2021 2070
EOO0 £000 EO0DO #000
Current
Currency contracts designated as fair value through profit or loss 2 65 2 -
2 65 -
17 OtherFinancial Liabilities
Group Company
2021 2010 00 2020
£000 £000 £000 £000
Current
Currency contracts designated as fair value through hedging reserve . 43 154 - -
Other derivatives designated as fair value through hedging reserve - 89 - -
43 243 - -
18 Deferred Tax Assets and Liabilities
Group
Recognised Deferred Tax Assets and Liabilities
Deferred 1ax assets and liabilities aze attributable to the following:
Aisets Liabitities
2021 2020 2071 2020
£000 £000 £300 toog
Property, plant and equipment 2,245 3517 - -
Financial assets 8 34 - -
Employee benefits (1) 715 - -
Share-based payments 94 48 - -
Tax value of loss carry-forwards recognised 7,488 3723 - -
~ Other temporary timing differences 260 295 - -
Tax assets 10,084 8,332 - -
Movement in Deferred Tax During the Year
31 May 2020 Inincome ln'equlty 31 May 2021
£000 £000 £000 €000
Property, plant and equipment 3,517 (1,272) - 2,245
Financial assets 34 - (26) 8
Employee benefits 715 (407) {319}) 1
Share-based payments 48 46 - 94
Tax value of loss carry-forwards recognised 3,723 3,765 - 7,488
Other temporary timing differences 295 [35) - 260
8,332 2,097 {345) 10,084
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Movement in Deferred Tax During the Prior Year

Rec isad u Iemed

31 May 2019 inl:mme In :qulty . 31 May 2020

€000 £000 £000 £000

Property, plant and equipment 1405 212 - 1517
Financial assets 45 - (th 34
Employee benefits 710 {278) 283 715
Share-based payments 59 o - 43
Tax value of loss carry-forwards recognised 3454 269 - 3723
Other temporary timing differences 556 (264 - 295
6229 1,831 272 8332

The Group has an unrecognised deferred tax asset of £1,550,000 relating to trading losses (2020: £2,040,000).

Company

Recognised Deferred Tax Assets and Liabilities

The Company has no recognised or urvecognised deferred tax assets or liabilities (2020: £nil).

The deferred tax asset has been calculated based at the rate of 25% (2020: 19%) substantively enacted at the balance sheet date.

19 Inventories

Group Company
2021 2020 201 20920
£000 £000 £000 £000
Raw materials and consumables 1,245 3360 - -
Finished goods 1,008 36,682 - -
Properties held for development and resale 24,915 23967 - -
27,168 654,009 - -

All amounts included within raw materials and finished goods are expecied to be recovered within 12 menths.

Changes in raw materials and consumables and finished goods recognised as cost of sales in the year amounted to £52,720,000 (2020- £59,704,000).
The write-down of inventories to net realisable value was £nil {2020: £5,922,000).

There were no reversals of previous write-downs in either the current or prior year.

20 Trade and Other Receivables

Group Company

02 2020 inn 2010

£000 £000 EODO £000

Trade receivables 26,832 24475 - ~
Amounts due from Group undertakings - - 66,493 118,278
Amounts due from undertakings in which the Group/Zompany has a participating interest 34,096 30812 11,170 11961
Other receivables 573 1,908 17 -
Prepayments and accrued income 16,759 14,021 - -
78,260 71.316 77,680 130,239

Included within prepayments and accrued income is £1,000,000 {2020: £1,042,000) expected to be recovered in more than 12 months.

The Group has a variety of credit terms depending on the customer. These terms range from 30 to 90 days.
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20 Trade and Other Receivables continued
Trade receivables are shown net of an expected credit loss allowance of £267.000 (2020: £326,000) arising from the ordinary course of business, as foliows:

20N 2020

£000 E0OQ
Groug
At 1 June 326 486
Pravided during the year 61 4
Released (107) {159}
Utilised during the year (3 {5)
At 31 May 267 326

The expected credit loss allowance records impairment losses unless the Group is satisfied that no recovery of the amount owing 1s possible, at that point
the amounts considered irrecoverable are written off against the trade receivables divectly.

The ageing of trade receivables was:

Gross trade Expected cradit Net trade

recelvables tosses recelvables

31 May 2011 £000 £000 £000
Group

Not past due date 20,656 - 20,656

Pastdue date (0-90 days} 2,959 (26) 2,933

Past due date [over 90 days} 3,372 (129) 3,243

Individually impaired amounts na {12} -

27,099 (267) 26,832

Gross trads Eapected credit Het trade

receivables losses receivables

31 May 2020 £600 £000 £000
Group

Not past due date 17967 - 17,967

Past due date (0-90 days) 4,567 3 4564

Past due date (over S0 days) 2,064 (1200 1944

Individually impaired amounts 203 (203) -

2480 (326) 24475

The maximum exgosure to credit risk for trade receivables ar the reporting date by geagraphic region was:

2021 2020

£500 £00¢

UK 22,0m 17535

European 163 1,646

Hong Kong 4,628 5294

26,832 24,475

Further details on the Group's exposure to credit and currency risks and impairment losses related to trade receivables are disclosed in Note 29.
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21 Contract Assets

2021
31 May 2021 1000
Group
AE | June 2020 11,456
Transfers from contract assets recognised at the beginning of the year to receivables (6,334)
Increase related (o services provided in the year 950
Impairments on contract assets recagnised at the beginning of the year {4,352)
At 31 May 2021 1,720
2020
31 May 2020 £000
AL 1 June 2019 19545
Transfers from contract assets recognised at the beginning of the year o receivables 10,611)
Increase related to services provided in the year 3882
Reclassified from Contract Provisions (150)
Impairments on contract assets recognised at the beginning of the year {1,210)
Al 31 May 2020 11,456

Aggregate costs incursed under cpen construction contracts and recognised profits, net of recognised losses, amounted to £66,908,000 (2020: £71,252,000),
Progress billings and advances received from customers under open construction contracts amounted ta £66,329,000 (2020: £61,867,000).

Contract labilities being advances for which related work has not started, and billings in excess of costs incurred and recognised profits are included
in deferred income and amounted to £nil (2020: £21,000).

Contract assets include £1,141,000 (2020 £1,646,000) relating to retentions, of which £354,000 (3020: £640,455) are expected to be recovered in more than
12 months, The Company has no contract assets.

22 Cash and Cash Equivalents

Group Carmpany
W02 2020 2021 1020
£000 €000 000 £000
Cash and cash equivalents per Balance Sheet 28,303 18,499 18,591 -
Cash and cash equivalents per Cash Flow Statement 28,303 18,499 18,59 -

Included in cash and cash equivalents above is £143,000 (2020: £1,048,000) which is beld in an interest-bearing account for the Group's benefit and which
will be repaid to the Group following the completion of restoration works a1 the House of Water mine in Ayrshire which are due to be finished shortly.

The Group's exposure to credit and currency risk related to cash and cash equivalents is disclosed in Note 29,
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23 OtherInterest-Bearing Loans and Borrowings

This note provides information about the contractual terms of the Groug's and the Company's interest-bearing loans and bosrowings, which are
measured at amortised cost For more information about the Group's and the Company's exposure to interest rate and foreign currency risk, see Note 29,

Grougp Company
2021 2020 2011 2020
£000 £000 £000 £000
Non-current liabilities
Lease liabilities 8,586 2437 - -
8,586 6,437 - -
Current Habilities
Current portion of lease liabilities 3179 5,186 - -
Borrawing base facility - 32000 - 32,000
Bank overdraft - - - 2346
3479 37186 - 34,346
Terms and Debt Repayment Schedule
Face Carrying Carrylng
value amount Face valug amount
Naminal Year of W 201 2020 2020
Currency interest rate maturity 000 £000 £000 £000
Lease liabilities Sterling 37% 2021-2025 1,765 11,765 14,623 14,623
Borrowing base facility Sieding  LIBOR + 1.5% 2020 - - 32,000 32,000
1,765 1,765 46,623 46,623

In accordance with the presentation requirerments of IFRS 9, these liabilities have been classified accarding to the maturity date of the longest permitted

refinancing. The borrowing base facility has been fully repaid in the year ending 3t May 2021,

Lease Liabilities
Lease liabifities are payable as follows;

Minimum lease

Minimum leass

PRYM@NntE Intgrast Princlpal payments Interast Principat

N 2021 mn 2020 1020 2000

Group tooo £000 £000 £000 £000 00D
Less than one year 3,446 {267) 3,179 5,650 {464) 5,186
Between one and five years 9,014 (428) 8,586 9938 (501 9437
12,460 (695) 11,765 15,588 {965) 14,623
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Changes in Liabilities from Financing Activities

Graup
Loans and
borrowings Lease liabilities
£000 £000
At 1 June 2019 26,924 12,587
Changes from financing cash flows
Praceeds from loans and borrowings 5,000 -
Principal elements of lease payments - (8.769)
Toral changes from financing cash flows 5,000 (8,769)
Other changes
Recognised on adoption of IFRS 16 - 6,608
New leases - 4,197
Interest expense 1,379 675
Interest paid (1,303} (6B75)
Total other changes 76 10,805
At 31 May 2020 32,000 14,623
Changes from financing cash flows
Repayment of loans and borrowings (32,000} -
Principal elements of lease payments - {6,085}
Total changes from financing cash flows (32,000} (6,085)
Other changes
New leases - 3219
Interest expense 1,263 577
Interest paid {1,263) (569)
Total other changes - 3227
At 31 May 2021 - 11,765
24 Trade and Other Payables
Graup Company
201 2020 100 2020
£000 €000 £000 €000
Cuwrent
Trade payables 11,247 65928 12 -
Amounts due to Group undertakings - - 25,203 21,899
Amounts due to undertakings in which the GroupyCompany has a participating interest 8 1,140 - 720
Other trade payables 810 581 - -
Non-trade payables and accrued expenses 41,269 34,713 50 135
53,334 43,362 25,265 22,754
81
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25 Pension Schemes and Other Retirement Benefits

Defined Contribution Scheme

The Group operates a Group personal pension scheme, The pension cost charge for the year represents contributions payable by the Group 1o the
employees' funds and amounted o £2,113,000 (2020: £2,831,000). There were no cutstanding or prepaid contributions, at either the beginning or end
of the financial year.

Defined Benefit Schemes

The Group acquired a concessionary fuel retirement benefit scheme and became responsible for twe defined benefit schemes on the acquisition of
Maltby Coliiery on 26 February 2007, The defined benefit schemes are part of two industry-wide schemes which relate ta the coal industry. Details of
these two schemes are cansolidated in the tables below because the two schemes share the same characteristics and risks, and as such, the disclosures
have been aggregated. The Group is only liable for its own section of the scherme. Any deficit or surplus is not shared with other members of the
multi-employer scheme,

in common with mast company pension schemes the [ndustry Wide Coal Staff Superannugtion Scheme (IWCS5S") and Industry Wide Mineworkers
Pension Scheme {*IWMPS") are both established as a trust under which the assets of the Scheme are held separately from those of the sponsering
employers. The management of the Scheme is the responsibility of its teustee board, the Committee of Management, who are required 10 manage the
Scheme in accordance with its Deed and Rules, The Scheme is sectionalised so that each ermployer or group of associated employers has a separate
sub-fund within the Scheme. Each employer is hiable for the benefits accrued by its member employees but has no liability for benefits accrued in other
emplayer sub-funds, This means that in practice each employer sub-fund effectively operates as a separate pension scheme.

The latest full actuarial valuation of these schemes was carried out af 31 December 2018 by AON Hewitt. The next triennial valuation is due to be carried
out as at 31 December 2021, The 31 December 2018 valuation of the WCSSS showed a deficit of £6.4m (previously £75m) and a contribution schedule
was agreed at £1.4m per annum to meet the technical provisions of the scheme by 30 April 2023. The valuation of the WMPS showed a deficit of £2.8m
{previously £2.7m) and a contribution schedule was agreed at £0.4m per annum to meet the technical provisions of the scheme by 31 May 2023, Far
accounting purposes under 1AS 19, actuaries use different assumptions than fos the triennial valuation. The major difference relates to assumptions
congerning the future return on the growth assets portfalio. The 2018 valuations have been used as the basis, adjusted for the requirements of IAS 19
10 31 May 202 by a qualified independent actuary, 1o enable the Directors to account for the schemes as follows:

2021 2020

£090 £000
Concessionary fuel scheme
Present value of unfunded defined benefit obligations (2,867) (3.000)
Defined benefit schemes
Present value of funded defined benefit abligations {55,514) (56,446)
Fair value of scheme assats 58,425 55,678
Retirement benefit cbligation surplus/deficit) 29 {768)
Total scheme position 44 (3.768)
Movements in Present Value of Defined Benefit Obligation

pliril 2020

(44110 £000
At the beginning of the year 59,446 57578
Interest cost 882 1,357
Remeasurement (gains)/losses:
- Changes in demograghic assumptions (69) 780
- Changes in financia assumptions 630 4806
- Experience {1,203) {2,875)
Benefits paid {1,305) (2,200
At the end of the year 58,381 59446
Movements in the Fair Value of Scheme Assets

2021 2020

£000 £000
At the beginning of the year 55,678 53394
Net interest on scheme assets 840 1277
Remeasurement gain 1,314 1582
Employer contributions 2,039 1,858
Benefits paid (1,305} (2,200}
Expenses paid {141) {233)
At the end of the year 58,425 55678
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Expense Recognised in the income Statement

2001 2020

£000 £000
Expenses paid from schemes L)) 233
Interest expense on net defined benefit pension schemes 42 80

183 33
The expense is secugnised i he fullowing fine items in the Income Staternent:

2021 2020

£000 000
Administrative expenses 141 233
Fimancial expenses 42 80

183 313
Remeasuremant losses recognised directly in equity in the Statement of Other Comprehensive ncome:;

2021 2020

£000 £000
ALl June {9,338} {8,209
Recognised in the year 1,956 (1,129)
At 31 May (7,382} [9,338)

Scheme Assets
The fair value of the schemes’ assets, which are not intended 1o be realised in the short term and may be subject to significant change before they are
realised, were:

Falr value at Fairvalue at
2021 2020
€000 £000
Growth assets 28,766 29516
Matching assels 2913 25636
Cash 528 526
58,425 55,678

The major assurmnptions used in this valuation were:
2021 2020
Rate of increase in deferred pensions 3.20% 270%
Rate of increase in pensions in payment 3.20% 2.70%
Oiscount rate applied to scheme liabilities 1.95% 1.50%
inflation assumption 3.35% 280%

The assumptions used by the actuary and approved by the Board are chosen from a range of possible actuarial assumptions which, due to the timescale
covered, may not aecessasily be borne out in practice. The inflation assumption has increased following the UK Government's consultations on Retail
Price Index reforms and their likely impact. The discount rate assumption is derived from the AON GBP Select curve and is the same as that used in setting
the assumgtion at 31 May 2020.

The assumptions relating to longevity underlying the pension liabilities at the balance sheet date are based on the SAPS $3 actuarial tables with scaling
factors of 1109 (WCS55) and 105% (IWMPS) and include an allowance for future improvements in longevity based on the CMI 2019 projections with
long-term improvement rate of 1% per annum. The same tables were used at 31 May 2020. No allowance has been made for any possible reduction in life
expectancy due 10 Covid-19. The assumptions are equivalent to expecting a 50-year-old 1o live for a number of years as follows:

IWMPS
Current pensioner aged 60: 234 years [male), 272 years (female) (2020: 234 years (male), 271 years {female)).
Future retiree upon reaching 60: 24.7 years (male), 28 5 yvears (female) {2020: 24.7 years (male), 284 years (female)).

1WCSS5

Current pensioner aged 60: 24.9 years (male), 276 years (female) (2020: 24.9 years {male), 275 years {fernale)).
Future setiree upon reaching 60: 26.0 years (male), 28.8 years (fermale) (2020: 26.0 years (male), 28.8 years (female)).
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25 Pension Schemes and Other Retirement Benefits continued

Risk exposure

Through its defined benefit pension plans and post-employment medical plans, the group is exposed to a number of risks, the most significant of which
are detailed below:

Asset volatility: The plan liabilities are ezleutated using a discount rate set with reference 1o corporate bond yields; if plan assets underperform this yield,
this will create a deficit. As part of the two industry-wide schemes, the schemes’ assets represent an allocation of larger investment portfolios. The growth
assets include equities, diversified funds and interest-beanng securities and are managed by Legal & General Investrment Mapagement, Invesco and
PIMCO. These assets also include property investments. The matching assets are managed by Legal & General Investment Management and include
corporate bonds, gilts and other fixed interest securities. The maiching assets portfolio is designed to manage risk by matching income with certain
liabilities of the schemes over a defined period. The growth assets portfolio seeks to deliver returns in excess of benchmark targets set by the
independent Trustess.

Inflation risks
Some of the group's pension abligations are linked to inflation, and higher inflation will lead to higher liabilities. As noted above, the matching assets
portfolio is designed to manage risk by matching income with certain liabilities of the schemes over a defined period.

Life expectancy .
The majority of the plans’ obligations are to provide benefits for the life of the membey, so increases in life expectancy will result in an Increase in the

plans’ liabilities.

Sensitivity Analysis

The Directors consider the discount rate and inflation rate assumptions to be the most significant actuarial assumptions and therefore the only
assumptions relevani for sensitivity analysis purposes. Reasonably possible changes at the reporting date to one of the actuariat assumptions, holding
other assurmptions constant, would have increased/idecreased) the defined benefit obligation by the amounts shawn below.

2021 2020
E0OT [1:0]4)
Discount rate (1% increase) (9.801) (10,065)
Inflation (1% increase} 9,168 11,241
14021 2020
£000 £000
Discount rate (1% decrease) 12,734 13,048
Inffation (1% decrease) (8,598} {9161

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions constant. In practice, this is unlikely to occur,
and changes in some of the assumptians may be correlated. When calculating the sensitivity of the defined benefit obligation to significant actuarial
assumptions the same method (present value of the defined benefit obligations calcutated with the projected unit ¢redit method at the end of the
reporting pericd) has been applied as when calculating the defined benefit fiability recognised in the balance sheet

The methods and types of assumptions used in preparing the sensitivity analysis did not change compared to the prior period.

The Group expects to contribute approximately £1,800,00C to the defined beneflt schemes in the next financial year.

The weighted average duration of the defined benefit obligation is 18 years (2020: 18 years).

The Company has no retirement benefit obligation (2020: £nil).

84 Hargreaves Services plc



1. 2. 3. Financial Statements

26 Employee Share Schemes
The Group has established two Executive Long-Term incentive Plans and a deferred bonus scheme. The terms and conditions of the schemes are as
follows, whereby all options are settled by physical detivery of shares:

Numberof Cantractual
Date of grant Emplayees entitied shares granted Princlpal vesting conditions life
Deferred bonus scheme E May 2017 Senior employees 29,260 3 years’ service 3 years
Deferred bonus scheme F July 2018 Senior employees 60,240 3 years' service 3 years
Share option scheme 3years' service and Total Shareholder Return of
January 2019 lanuary 2019 Directors 495,801 between 35% and 85% 3 years
3 years’ service and 50% Absolute Total Shareholder
Share option scheme Return of between 35% and 85% and 0% Relative
Decemnber 2019 December 2010 Directors 97,788 Tota! Shareholder Return of between 35% and B5% 3 years
Deferred bonus scheme G Decemper 201 Senior employees 74,470 3 years' service 3 years
3 years’ service and 509 Absolute Total Shareholder
Share option scheme Return of between 35% and B5% and 50% Refative
December 2020 August 20620 Directors 179.224 Total Shareholder Retumn of between 35% and 85% 3 years
Deferred bonus scheme H August 2020 Senior employees 62448 3years’ service 3 years
Deferred bonus scheme | October 2020 Senior employees 38,835 3 years service 3 yaars
Share Option Schemes
201 1an 2020 2020
Welighted average Number  Welghted average Number
exesclse price of options exerclse price of aptions
Qutstanding at the beginning of the year 10p 597.589 10p 495,801
Granted during the year 10p 179,224 10p Q7,788
Outstanding at the end of the year 10p 776,813 W0p 567.589

None of the share options outstanding at the end of the year are exercisable, There were 179,224 options granted in the year with a weighted average
exercise price of 10p per share. These options are not exercisable before 6 August 2023.

Deferred Bonus Schemes

200 2021 2020 2020

Welghted average Number Weighted average Number

exerclse price of optians exercise price afoptions

Qutstanding at the beginning of the year - 163,970 - 244,295
Granted during the year - 101,283 - 74,470
Lapsed during the year - [61,904) - -
Exercised during the year - (29,260) - (154,796)
Cutstanding at the end of the year - 174,089 - 163970

Exercisable at the end of the year - - - -

The options outstanding at 31 May 2021 have an exercise price of £ail and a weighted average contractual life of 1 year 3 months. There were 101,283
options granted in the year with a weighted average exercise price of £nil. Of these options 62,448 are nat exercisable before 6 August 2023 and the
remaining 38,835 are not exercisable before 2 October 2023, There were 29,260 options exercised in the year with a weighted average market value of
312p. There were 61,904 options which lapsed during the year,

The fair value of services received in return for share options granted is measured by reference 1o the fair value of share options granted. The estimate

of the fair value of the services received in respect of the Deferred Bonus Schemes is measured based on the 8lack-Scholes model. The contractual life of
the option is used as an input into this model. A Monte Carlo mode! is used for the fanuary 209, December 2019 and August 2020 Share Cption Schemes
due to their more complex measurement characteristics involving the market conditions noted above in relation 1o relative Total Sharehalder Retuin (TSR)
and absolure Toral Shareholder Return (TSR). For market based vesting conditions, such as the absolute TSR and relative TSR performance metrics, the
probability of meeting these metrics and the number of awards expected to vest is taken into account when calculating the estimated fair value.
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26 Employee Share Schemes cantinued
The fair value of options and the assumptions used in these calculations for the options outstanding are as follows:

2019 January 2019 December 2020 December

2017 Deferred 2019 Deferred Share optlon Share option 2019 Deferred Share oplion 2020 Deferrad 2020 Deferred

Bonus Scheme B Bonus Scheme F scheme scheme BonusScheme G scheme  Bonus SchemeH  Bonus Schema |

Fair value at grant date 305 332 034 1.84 269 157 202 190
Exercise price - - 010 010 - 010 - -
Share price 325 354 296 285 286 222 219 206
Lapected volatility 400 40% 29% 315 3% 33% 3% 31%
Opgtion life I years 3 years 3 years Jyears 3 yaars 3 years 3years 3years
Expected dividend 2% 2% 2.44% 2.53% 2.53% 203% 253% 253%
Risk-free rate 5.8% 1.7% 0.87% 055% 1.7% 000% C.0% 0.0%

volatility was calculated with reference to the Group's daily share price volatility. The weighted average share price in the year was 260p (2020: 250p).

Share options outstanding at the end of the year have the following expiry date and exercise prices:

Optlons outstanding

Explry date Exerclse price mn 2020

Deferred Banus Scheme E 31 May 2021 - - 29,260
Deferred Bonus Scheme F 31 May 2022 - 38,446 60,240
Share option scheme January 2019 30 January 2024 10p 499,801 499,801
Share option scherme December 2019 13 Decernber 2024 10p 97,788 97788
Deferred Banus Scheme G 13 Decemnber 2024 - 24,360 74470
Share option scheme Cecember 2020 5 August 2025 10p 179,224 -
Deferred Bonus Scheme H 5 August 2025 - 62,448 -
Defesred Bonus Scheme | 1 October 2025 - 38,835 -
950,902 761,559

Lang-Term Incentive Plans and Deferred Bonus Schemes
The costs charged/icredited) to the Income Statement relating to share-based payments were as follows:

200 2020
£000 £000
Share options granted in 2014 - (39)
Share options granted in 2016 - 172
Share options granted in 2018 3 30
Share options granted in 2019 88 123
Share options granted in 2020 37 37
Share options granted in 2021 90 -
218 323
27 Provisions

Contract Surface mining Redundancy Total

provisi provision pravision

Group £000 £000 £0Q0 £000
At 1 June 2020 6,757 5864 1146 13,767
Provisions made 1,237 - - 1,237
Released to contract assets {3,087} - - {3,087)
Provisions utilised - (3,239 (1.146) 4,380)
Provisions reversed - {135) - (135}
At 3t May 2021 4,907 2,495 - 7,402

included within the Surface mining restoration provisions is an amount of £2,495,000 (2020: £4,185,000) that is expected 1o be utilised in the next 12 months.
The contract loss provision of £4,907,000 (2020, £6,757000) is expected to be utitised in the next 12 months. .
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Provisions comprise:

1 The contcact provisions represent losses expected 1o arise, but not yet incurred on construction contracts and other contracts where the Group has

identified potential warranty, defects or performance obligations.

2 A £2,495000 restorauon provision, which relates to the surface mining obligation to restore the sites now that mining operations have ceased.
3 Aprovision of £1,146,000 was made in the prior year in relation 10 the redundancies following the announcerment of the cessation of Scottish mining,

this was utilised in full during the year. :

The Company has a £nil provision at 31 May 2021 (2020: £1,000,000). The peior year provision was in respect of a contract where it had a potentiat liability

in respect of a contract guarantee, this has been utilised following the completion of the contract.

28 Capital and Reserves

Share Capital
Group and Campany erdinary shares
202% 2020
Mumber Number
Inissue at 1 June and 31 May 33,138,756 33,138,756
202 2020
€000 £000
Allotted, called up and tully paid
32,311,606 (2020 32,282,346} ordinary shares of 10p each (excluding own shares held) 32 3,228
Own shares held of 10p each 827150 (2020, 856,410) 83 85
3,314 3314

The holders of ordinary shares are entitled o receive dividends as declared from time 1o time and are entitled 10 one vote per share at meetings of

the Company.

As at the year end the Group held 827,50 (2020: 856,410} within Treasury shares, representing own shares purchased as part of the Group's share
buyback programme. These shares had a market value of £3.1m at 31 May 2021 (2020: £1.7m) and were purchased for an aggregate consideration

of £4.7m (2020; £49m).

Share Preamium
The share premium represents the excess amount paid for share capital issued at prices higher than the nominal vafue.

Translation Reserve

The translation reserve comprises ali foreign exchange differences ansing since 1 June 2007, the transition date to Adopted IFRSs, from the translation

of the financial statements of foreign operations.

Hedging Reserve

The hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow hedging instruments related to hedged

transactions that have not yet occurred.

Share-based Payments Reserve

The Share-based Payments reserve comprises the cumulative charge in relation to the Group's long term incentive plans (Note 26). This reserve is

expected to move in line with the chaige recognised in the Share-based Payment charge recognised in the ingome Statement.

Other Reserves
Qther reserves, the Merger reserve, and the Capital Redemption reserve zre historical reserves for which no movements are anticipated.

Dividends
The aggregate amount of dividends paid in the year comprises:
2021 2010
€000 £000
Finat dividends paid in respect of prior year but not recognised as liabilities in that year (4.5p per share (2020: 4.5p) 1,452 1,446
Interim dividends paid in respect of the prior year (2.7p per share) (2020: nil} 873 -
2,325 1,446
Proposed finat dividend (4.5p per share (2020: 4 5p)) 1,454 1,453
Proposed additional dividend (12p per share) 3,377 -
The propased dividends zre not included in liabilities as they were not approved before the year end.
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29 Financial Instruments

The Group's and Company’s principal finardial instruments comprise short-term receivables and payables, bank loans and overdrafts, obligations under
finance leases and cash. Neither the Group nor the Company trades in financial instruments but uses derivative financial instruments in the form of
forward rate agreements and farward foreign currency contracts to help manage its foreign currency, interest rate and commadity price exposures. The
main purpose of these financial instruments is to raise finance for the Group's and Company’s ongoing eperations and 1o manage its working capital
requirements,

{a) FairValues of Financial Assets and Financial Liabilities

Fair Value Hierarchy

The following hierarchy classifies each class of financial asset or liability depending on the valuation technigue applied in determining its fair value:

Level 11 The fair value is calculated based on quoted prices traded in active rharkets for identical assets or liabihties.

tevel 22 The fair value is based on inputs other than quoted prices included within Level | that are observable for the asset or liability, either directly
or indirectly. The fair value of a finandial instrument is the price that would be received to sell an asser or paid to transfer a iability in an orderly
transaction between market participants at the measurement date. .

Level 3 The fair value is based on inputs for the asset or liability that are not based on observable market data (unobservable inputs).

In both 2021 and 2020 all of the forward exchange contracts and the cormmadity contracts are considered to be Level 2 contracts. There have been no
transfers between categories in the current or preceding year.

All other financial assets and financial liabilities are considered to be lavel 3.
The fair vatue of financia instruments held at fair value have been determined based on available market information at the balance sheet date.
The fair value of the options has been determined based upon the fair value of the assets and liabilities of the entities.

{b) Credit Risk

Financial Risk Management

Credit risk is the risk of financial loss 1o the Graup if a customer or counterparty to a financial instrument fails to meet its contractual obligations and arises
‘principally from the Group's receivables from customers, The Group's risk is influenced by the nature of its customers, New cusicmers are analysed for
creditwarthiness before the Group's standard payment terms and conditions are offered and appropriate credit limits set.

Exposure to Credit Risk
The maximum Group exposure to credit risk at the balance sheet date was £63,221,000 (2020: £68,751000) being the total of the carrying amount of trade
receivables, other receivables, contract assets and amounts due from undertakings in which the Group has a participating interest.

The maximum Company exposure to credit risk at the balance sheet date was £79,675,000 (2020: £130,239000) being the total of the carrying amount
of wade receivables, othes receivables and amounts due from Group undertakings.

The allowance account for trade receivables is used te record impairment losses unless the Group or the Company is satisfied that no recovery of the
amount awing is possible; at that point the amounts considered irrecoverable are written off against the trade receivables directly Further Information
on credit risk is pravided in Note 20.

{c) Liquidity Risk

financial Risk Management

Liquidity risk is the risk that the Groug and the Company will not be able to access the necessary funds to finance their operations. The Group finances
operations through a mix of short and medium-term facilities.

The Group manages its liquidity risk by monitoring existing facilities and cash flows against forecast requirements based on a rolling cash forecast.
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The following are the contractual maturities of financial liabikties, including estirmated interest payments and excluding the effect of netting agreements:

Group
201 24320
Carrying  Contractual 1 year 1t0 <2 205 5 years Canying  Cantractual 1 year 1to <2 2t0<5 5 years
amaunt cash flow arless yaars years and over amount cash Flow orless years years and over
£000 £000 E000 £000 £000 £000 £000 £000 £000 £000 £000 ({1511}
Non-derivative
financial liabilitics
Lease liabilities 11,765 12,461 3,446 2,961 6,054 - 14623 15,588 5650 4,304 5634 -
Trade and other payables 53,333 53,333 53,333 - - -~ 43,362 43362 43,362 - - -
Group banking facilities - - - - - - 32000 32,000 32000 - - -
Derivative financial
liabilities
Forward exchange
contracts used for
hedging;
Qutfiow 43 43 43 - - - 154 154 154 - - -
Commaodity contracts:
Outflow - - - - - - 89 89 89 - - -
65,141 65,837 56,822 2,961 6,054 - 90,228 91193 81,255 4,304 5634 -
Company
2021 2020
Carrying  Contractual 1year 1to <2 o <s Syears Carrying Contractual 1 year 1to<d 2ta <S5 Syears
amount cash flow or less years years and over amount cash flaw or lesy yoarg years  andover
£000 £000 EDOQ £000 £060 £000 £009 £000 £000 £000 £000 £000
Non-derivative
financial liabflities
Trade and other payables 25,265 25,265 25,265 - - - 22,754 22,754 22,754 - - -
Overdiaft - - - - - - 2346 2346 2,346 - - -
Group banking facilities - - - - - - 32,000 32000 32,000 - - -
25,265 25,265 25,265 - - - 57100 57160 57100 ~ - -

(d) Market Risk

Financial Risk Management

tarket risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and commodity prices will affect the Group's of the
Company's income or the value of its heldings of financial instruments.

Group
The Group is exposed to currency risk on sates and purchases that are denominated in a currency Gther than the respective functional currencies
of Group entities. The Group's policy is to reduce currency exposures on sales and purchasing through forward foreign currency contracts.

The Group is exposed 1o interest rate risk principally where its borrowings are at a variable interest rate. Levels of interest-bearing borrowings are
monitored o minimise the exposure to interest rate risk, when apprapriate the Group will utikse interest rate swaps to mitigate the remaining risk.
Currently, the Group does nat have any interest rate swaps in place.

Commodity Price Risk ’
Commodity price risk is the risk of financial loss to the Group through open positions on the trading of coal, coke and other mineral commaodities,
prices for which are subject to variations that are both uncontrollable and unpredictable.

The Group mitigates these risks wherever practicable, through the use of measures including fixed price contracts, hedging instruments and “back-ta-
back” purchase and sale agreements.

Although short-term tading risks are managed in this way, through the Group's surface mining activities, the Group has a longer teren exposure to price

mavemenis, favourable or unfavourabie, in international coal prices.
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29 Financial Instruments continueyg

Fareign Currency Risk
Group

The Group's exposure to foreign cureency risk is as follows. This is based on the carrying amount for monetary financial instruments except derivatives

when it is based on notional amounts,

31 May 2021
Euro USDollar  HMongXong Dollar  South African Rand InglanRupee  Malaystan Ringglt Toral
£000 £000 £000 £000 000 £000 000
Cash and cash equivalents 1 1 2,248 1,442 - is 3,730
Trade receivables 25 - 4,628 3 - - 4,656
Loans due from undertakings in
which the Group has a
participating interest 11,170 - - - - - 1,370
Trade receivables due from
undertakings in which the
Group has a participating
interest 5,873 - - - - - 5,873
Other receivables 12 - 96 12 - 35 155
Trade payatries (14) - {1,069} - - - (1,083)
Other trade pavables - - (10} - (1 - (21}
Non-trade payables and accrued
expenses {10} - (4,050) (692) - (6) (4,758)
Balance Sheet exposure 17,057 1 1,843 765 1% 67 19,722
Contracted future sales 1,036 - - - - - 1,036
Contracted future purchases (799} (889) - - - - [1,688)
Gross expostire 17,294 (888} 1,843 765 (1 67 19,070
Forward exchange contracts 758 873 (3,363) - - - (1,732)
Net exposure 18,052 (15) [1,520) 765 m 67 17,338
31 May 2020
Eurp USDallar  Hong Kang Dollar  South African Rand Indian Rupes  Malaysian Ringgit Total
£000 £000 £000 £000 €000 £000 £000
Cash and cash equivalents 10 5 1,686 812 76 85 2574
Trade receivables 216 1,364 5,264 - - - 6,874
Loans due from undertakings in
which the Group has a
participating interest 11,653 - - - - - 11,693
Trade receivables due from
undertakings in which the
Group has a participating
interest 475 ] - - - 486
Other receivables 12 - )| - 1 49
Trade payables 7 - (1.543) - - - (1550}
Qther trade payables - - m - {12 - (13
Non-trade payables and accrued
expenses 03 - (3,250) {328) - (6) (3,597)
Balance Sheet exposure 12,386 1,380 117 489 64 80 16,616
Contracted future sales 861 1,806 3,164 - - - 583t
Contracted future purchases 931 (771) (517) - ~ - {2,219
Gross exposure 12,316 2415 4,864 489 64 a0 20,228
Forward exchange contracts 414) (2,399 {2.647) - - - (5.460)
Net exposure 11,902 16 217 489 64 80 14,768
90 Hargreaves Services plc



Company
The Company’s exposure to foreign currency risk is as follows,

1 2.

3, Financial Staremants

31 May 2021

Euroc  HangKcngDollar  South African Rand Total

£000 £000 £000 £000
Teade receivables due from Group undertakings - - 183 183
Loans due from Group undertakings - 3,490 953 4,443
Loans due from undertakings in which the Group hes ¢ par Licipating interest 11,170 - 1n.i7o
Trade receivables due from undertakings in which the Group has a participating

interest 20 - - m

Trade pavables dug 1o Group undertakings {983) - - (983)
Balance Sheet exposure 10,388 3,490 1136 15,014
Contacted future sales - - - -
Contracted future purchases - - - -
Giross exposure 10,388 3,490 1,136 15,014
Forward exchange contracts - (3,363) - (3,363}
Net exposure 10,388 127 1136 11,651
31 May 2020

Euro  HongKong Dollar  South African Rand Total

£000 €aon £000 £000
Trade receivables due from Group undertakings - - 97 97
Loans due from Group undertakings - - 944 944
Loans due from undertakings in which the Group has a participating interest 11,693 - - 11693
Trade receivables due from undertakings in which the Group has a participating

interest 268 - - 268

Trade payables due ta Group undertakings {1,011 - - (o1
Balance Sheet exposure 10,950 - 1,041 11,99
Contracted fuiure sales - 3164 - 3164
Contracted future purchases - 517 - 517
Gross exposure 10950 2,647 1,041 14,638
Forward exchange contracts (268) (2,640 - (2.915)
Nel exposure 10,682 - 1,041 11,723

Sensitivity Analysis
Group

A 10% weakening of the following currencies against the Pound Sterling at 31 May 2021 would have increased equity and profit or loss by the amounts
shown below. This calculation assumes that the change cccurred at the batance sheet date and had been applied to risk exposures existing at that date.

This analysis assumes that all other variables, in particular other exchange rates and interest rates, remain constant. The analysis is performed on the same

basis for 2020,
Equity Profit or loss

2021 2020 2021 2020

£000 £000 £000 000
3 1,641 1,082 1,641 1,082
$ [41) 1 {1) 1
HKD 408 651 408 6351
ZAR 56 56 56 56
INR (1 6 {1) 6
MYR 7 7 7 7
A 10% strengthening of the above currencies against the Pound Sterling at 31 May 2021 would have had the equal but opposite effect on the above
currencies to the amounts shown above, on the basis that all other variables remain constant.
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29 Financial Instruments continued

Interest Rate Risk

Profile

At the balance sheet date, the interest rate profile of the Group's interest-bearing financlal instruments was:

Group Campany
2021 2020 201 2020
£a00 £000 £000 £000
Fixed rate instrurments
Findricial liabililivy {11,765) 11,623) - -
{11,765) {14,623) - -
Variable rate instruments
Financia assets 28,303 18,499 18,59 -
Financial fiabilities - (32,000 - (34,346)
28,303 £13,501) 18,591 (34,346)

Sensitivity Analysis
Anincrease of one basis point in interest rates throughout the pericd would have affected profit or Joss by the amounts shown below. This calculation
assumes that the change occurred at all peints in the pericd and had been applied to the average risk exposures throughout the penod,

This analysis assumes that all other variables, in particular foreign currency rates, remain constant and considers the effect of financial instruments with
variable interest rates, financial instruments at fair value through profit and loss or available for sale with fixed interest rates and the fixed rate element
of interest rate swaps. The analysis is performed on the same basis for 2020,

Group Company
02 2020 200y 2020
£000 £a00 £000 EOCO
Profit or loss
Decrease/ increase {73) (94) 79 (305

(e} Cash Flow Hedges
Cash Flow Hedges - Group
The following table indicates the periods in which the cash flows associated with cash flow hedging instruments are expected (o occur

2021 Expected cash flows 2020 Expected cash Hows
Carrying 1year Tto 2te 5 years Carrying 1 year 1to 2t § years
amount orless <2 years <5 yoars and over amount or less <2 years <Syears and aver
£000 £000 £000 £000 £000 £000 £000 €000 [{dv] £000
Forward exchange
caontracts:
Assets 2 2 - - - 65 65 - - -
Liabilicies (43) (43} - - - (154 (154) - - -
Commodity contracts:
Liabilities - - - - - [t (89 - - -
%) (41} - - - (178) (178) - - -

(f) Capital Management

The Group manages its capital to ensure that it will be able to continue as a going concern, whilst maximising the return 1o shareholders. The capitat
structure of the Group consists of debt, which includes leasing related borrowings of £11,765,000 (2020: £46,623,600}, cash and cash equivalents of
£28,303,000 {2020; £18,499.000), and equity attributable to equity holders of the Parent, comprising capital, reserves and retained earnings of £144,295,000
(2020: £130,055,000).

The capital structure is reviewed regulaily by the Directors. The Group's policy is to maintain gearing at levels appiopriate to the business. The Directors
take consideration of gearing determined as the propartion of net debt to total capital. It should be neted that the Directors review gearing taking careful
account of the warking capital needs and flows of the business. The nature of the Group's principal borrowing facility is that of an asset-based lending
structure based upon eligible inventories and receivables. As a result, the facility varies in line with the Group’s working capital requirements.

The Directors consider the allocation of capital delivered from asset realisation and cash flows from operations, taking into account the growth
opportunities and return on capital employed in each business unit.
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30 Capital Commitments
Group
At 31 May 2021, the Group had capitat commitments of £3,583,000 (2020: £ril).

Company
At 31 May 2021, the Company had capital commitments tozalling £nil (2020: £nil),

31 Contingencies

Group and Company

The Company and certain of its subsidiary undertakings have compasite arrangements in connection with banking facilities. The Company acts as
a guarantor, or surety, for various subsidiary undertakings in banking and other agreements entered into by them in the normal course of business.

The Group has performance bonds and guarantees in place in relaticn to various performance obligations under certain contracts. The total value of
these bonds at 31 May 2021 s £3.8m {2020: £85m).

In refation to HRMS, the Group has pravided 3 €5m or £4.3m (2020: €5m or £4.5m) guarantee in connection with the banking facilities of HRMS.

32 Related Parties

Identity of Related Parties with which the Group has Transacted

The Group and the Company have a related party relationship with their subsidiaries and joint ventures {Note 15} and its Directors. All related party
transactions were made on terms equivalert to those that prevail in arm’s length transactions only.

Group
Other Related Party Transactions
Sales to Purchases fiam
200 2ma 1011 2020
£000 £000 £000 £000
Joint ventures
Tower Regeneration Limited 720 2,065 - -
Waystone Hargreaves Land LLP 109 35 - -
Hargreaves Services Europe Limited 24,747 129 - -
25,576 2,229 - -
Interest received from Interest p2id to
021 w20 2021 2020
£000 £000 £000 £000
Jointventures
Hargreaves Darlington Limited - 85 - -
Hargreaves Services Europe Limited 208 74 - -
208 159 - -
Loan recetvables outstanding Trade recelvables gutstanding Payables outstanding
02! 2020 01 020 2021 2020
£000 £000 €000 £000 £000 €000
Joint ventures
Tower Regeneration Limited 10,984 11,513 235 573 7 7
Tower Regeneration Leasing Limited - - - 3 - 1,133
Carbon Action Limited m - - 14 - -
Hargreaves Dadington Limited - 2,201 - - - -
Waystone Hargreaves Land LLP 5,582 4319 130 20 - -
Hargreaves Services Europe Lirmited 11,160 11,693 5,873 476 - -
27,857 29726 6,238 1,186 7 1,140

Transactions with Xey Management Persennel

The Directors are the key management personnel of the Group. Details of Directors’ remuneration, share options, pension benefits and other non-cash
benefits can be found in Note 7. In additicn 1o this, the efement of the share-based payment charge for the year that relates to key management
personnel is £125,000 (2020: £71,000) and the social security costs amourited 1o £191,000 (2020: £170,000). There are no other post-ernployrment or other
{ong-term benefits,

The Company had no transactions with key management personne!,
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32 Related Parties continued
Company
Other Related Party Transactions

Recelvables outstanding

Payables outstanding

2021 2020 200 2020

000 £000 £000 £000

Subsidiaries 66,493 118,278 25,202 21,899
Joint ventures 1,372 11,861 - 720
77,865 130,239 25,202 24619

331 Ultimate controlling party

The Company is listed on the Alternative Investment Market of the London Stack Exchange. Material shareholders are detailed within the Directors’ Report.

There is no ultimate controliing party of the Group.

34 Postbalance sheet events

On 27 July 2021, The Group entered into a £12rm Invoice Discounting facility. The facility Is secured against certain Group debtars. There is no debenture

nor any covenants assaciated with this facility and the pre-existing debenture has been refeased.
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Alternative Performance Measure Glossary

This report provides alternative performance measures "APMs"), which are not defined or specified under the requirements of International Financial
Reporting Standards. The Board believes that these APMs provide readers with important additional information on the business.

Alternative Performance Measure

Deflnltton and Purpose

Underlying profit before tax

Represents the profit before tax prior (o exceptional items, fair value adjustments and impairment of intangible
assets, and, in accordance with International Accounting Standards, includes the Group's share of the post-fax profit
of its German joint venture. This measure is consistent with how the business measures performance and is reported
to the Board.

2021 2020
£000 £000
Profit before tax 14,374 215)
Exceptional items (see Note 5) 2,186 1,683
impairment of intangible assets and goodwill . 4,635 1,575
Fair value gain on acquisition by a joint veniure - (555)
Underlying Profit before Tax 21,195 4854

Basic underlying earnings per share

Profit attributable 1o the equity holders of the Company prior to exceptional items and impairment of intangible
assets and fair vatue gains on acquisition after tax divided by the weighted average number of ordinary shares during
the financial year adjusted for the effects of any potentially dilutive options. See Note 10.

Net Cash/(debi)

Represents the net position of the Group's cash and loan balances including leases, Calculated as follows:

o0

2020

€000 £000
Cash and cash equivalents 28,303 18,499
Non-current interest-bearing foans and orrowings {8,586) (9437)
Current interest bearings loans and borrowings {3,179) (37,186)
Net Cash/{debt) 16,538 (28,124)

Net Asset Value per share

Represents the Net Asset value of the Group divided by the number of shares in issue less those shares held in
treasury, Calculated as follows:

Annual Repart and Accounts 2021

200 2020
€000 £000
Total shares in issue 33,138,756 33,138,756
Less shares in treasury (827,150) 856,410
Shares for calculation 32,311,606 32,282,346
Net Asset Value per Balance Sheet £144,296,000  £130,055,000
et Asset Value per share £4.47 £4.03
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Notice of Annual General Meeting - Hargreaves Services plc
(incorporated and registered in England and Wales under company number 4952865)

NOTICE IS GIVEN that this year's Annual General Meeting of Hargreaves Services plc (the Company) will be held at Prior's Hall
Durham Cathedral, Durham, OH1 3EH on 27 Cctober 2021 at 11.00am to consider and, if thought fit, approve the following resclutions:

Ordinary Business

1. To adept and receive the Directars’ Report, the Strategic Report, the Directors’ Carparate Governance and Remuneration Reports, the Audit & Risk
Committee Report, the Auditor's Report and the Financial Statements for the year ended 31 May 2021.

2. To approve the Directors’ Carporate Governance and Remuneration Reports for the year ended 31 May 2021.

3. Todeclare a final dividend for the year ended 31 May 2021 of 4.5 pence per ordinasy share 1o bring the dividend for the year ended 31 May 2021 toa
total of 72 pence per ordinary share.

4. Todeclare an additional dividend of 12 pence per ordinary share to be funded fram dividends to be paid 1o the Comparty by Hargreaves Services
Europe Limited.

5. Tore-appoint Roger McDowell as a director of the Company in accordance with article 34 of the Company's articles of association, wha offers himself
for re-appointment.

6. Taore-appoint John Samuel as a director of the Company in accardance with article 34 of the Company's articles of association, wha offers himself
far re-appointment.

7 Tare-appaint Nicholas Mills as a director of the Company in accordance with asticle 29 2 of the Company’s articles of assoclation, who offers himself
for re-appointment,

8. Tore-appoint PricewaterhouseCoopers LLP as auditors of the Company to hold office from the conclusion of this meeting to the condusion of the
rext general meeting at which accounts are laid before the Company.

9. To authorise the Audit & Risk Committee of the board of directors to determine the remuneration of the auditors.

10. To authorise the directors of the Company pursuant to section 551 of the Companies Act 2006 (the Act) generally and unconditicnally te exercise all
the powers of the Company te allot shares in the Company and 1o grant rights to subscribe for. or to convert any security into such shares in the
Company (Rights):

101 up to an aggregate norinal value of £1,077,054 (representing approximatety one-third of the total ordinary share capital in issue (excluding
shares held in Treasury) as at 23 July 2021); and

102 comprising equily secwities (within the meaning of section 560 of the Act) up to an aggregate nominal amount of £2,154,107 (after deducting
frem such amount any shares allotted under the authority conferred by virtue of resclution 10.1) in connection with or pursuant to an offer or
invitation by way of a rights issue (as defined below), provided that such authorities conferred by this resolution 10 shall expire on the eadier of
the conclusion of the next Annual General Meeting of the Company or the date falling six months after the end of the Company's current
financial year unless varied, revoked or renewed by the Company in general meeting, save that the Company may at any time before such
expiry make offers or agreements which would or might require shares to be allotted or Rights to be granted after such expiry and the directors
miay allot shares and grant Rights pursuant to such offers or agreements as if the relevant authorities canferred by this resolution 10 had not
expited. These authorities shall be in substitution for ali previous authorities previously granted to the directors to allot shares and grant Rights
which are pursuant to this resolution 10 revoked but without prejudice to any aliotment or grant of Rights made or entered into prior to the
date of this resoluticn 10. ’

For the purposes of this resolution 10, rights issue mgans an offer of invitation ta (i} holders of ordinary shares in proportion (as nearly as may
be practicable) to the respective numbers of ordinary shares held by them on the record date for such allotmenat and (i) persons who are
holders of other classes of equity securities if this is required by the rights of such securities (if any) or, if the directors of the Company consider
necessary, as permitted by the rights of thase securities, to subscribe for further securities by means of the issue of a renounceable letter (or
other negotiable instrument) which may be traded for a period before payment for the securities is due, but subject in both cases to such
exclusions or other arrangements as the directors of the Company may deem necessary or expedient in relation o fractional entitlerents,
treasury shares, record dates or legal, requlatary or practical difficulties which may arise under the laws of, or the requirements of, any
recognised regulatory body or any stock exchange in any tesritory or any other matter whatscever.

H. Subject to and conditional upon the passing of reschution 10 (and in substitution for all existing like powers granted 1o the directors of the Company
tto the extent they remain in farce and unexercised)), tha directors be and are empowered pursuant to sections 570 and 573 of the Act to allot equity
securities (as defined in section 560 of the Act) of the Company for cash pursuant to the authority canferred upon them by resolution 10 ar where the
allotment constitutes an allotment of equity securities by virtue of section 560(3) of the Act as if section 561(1} of the Act and sub-sections {1} ~ (6} of
section 562 of the Act did not apply 1 2ny such allotment, pravided that this power shall be limited to the allotment of equity securities:

1) pursuant to the authority conferred upon them by resolution 10.1 or where the allotrnent constitutes an alfotment of equity securities by virtue
of section 560(3) of the Act as if section 561(1} of the Act and sub-sections (1) - (6) of section 562 of the Act did not apply 10 any such allotment,
provided that this power shall be limited to the allotment of equity securities:

111 inconnection with or pursuant to an offer of such securities by way of a pre-emptive offer (as defined below); and

1112 (otherwise than pursuant to reselution 1.1.1) up to an aggregate nominat value of £323,116 {representing approximately 109 of the total
ordinary share capital in issue (excluding shares held in Treasury) as at 23 July 2021); and

1.2 pursuant to the authority conferred upon them by resclution 10.2, in connection with or pursuant to a rights issute, as if section 561(1) of the Act
and sub-sections (1) - (6) of section 562 of the Act did not apply to any such allotment, and the powers given shall expire on the earlier of the
conclusion of the next Annual General Meeting of the Company ar the date falling six months after the end of the Company's current financiat
year unless renewed or extended prior to such expiry, save that the directors of the Company may befose such expiry make offers or
agreements which would or might require equity securities to be allotted after such expiry and the directors may allot equity securities in
pursuance of any such offer or agreement as if the power had not expired.
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for the purpose of this resolution 11

{2) rights issue has the meaning given in resolution 10; and

(b} pre-emptive offer means a rights issue, open offer or other pre-emptive 1ssue or offer te (i) holders of ordinary shares in praportion (as nearly as may
be practicable} ta the respective numbers of ordinary shares held by them on the record date(s) for such aliotment; and (i) persons who are holders of
other classes of equity securities if this is required by the rights of such secwrities (f any) or, if the directors of the Cormnpany consider necessary, as
permitted by the rights of those securities, but subject in both cases to such exclusions or other arrangements as the directors of the Company may
deem necessary or expedient in relation to fractional entitlements, treasury shares, record dates or legal, regulatory ar practical difficulties which may
anse under the laws of, or the requirements of, any recognised regulatory body or any stock exchange in any territory o any other matter whatsoever.

Special Business
12. The Company be and is generally and unconditionally authorised for the purpose of section 701 of the Act to make market purchases (which in this
resolution shall have the meaning given 1o this tesm in section 693(4) of the Act) of its ordinary shares of 10 pence each in the capital of the Company
{Ordinary Shares) on the terms set cut below:
121 the maximum aggregate number of Ordinary Shares authorised to be purchased by the Company pursuant to this resolution 12 is 4,846,741
{representing approximately 15% of the total ordinary share capital in issue {excluding shares held in Treasury) as at 23 July 2021); and
122 the minimum price which may be paid for each of those Ordinary Shares {exclusive of expenses) is 10 pence; and
123 the maximum price (exclusive of expenses) which may be paid for each of those Ordinary Shares is not more than the higher of (i) 5% above the
average of the middle market quotations for Ordinary Shares (as derived from the Daily Official Lists of the London Stock Exchange) for the five
dealing days immediately preceding the date of purchase and {ii) the price stipulated by European Commission-adopted Regulatory Technical
Standards pursuant to Article S(6} of the Market Abuse Regulation, but so that this authority shall (unless previously varied, revoked or renewed)
expire on the earfier of the conclusion of the next Annual General Meeting of the Company or the date falling six months after the end of the
Company’s current financial year, save that the Company may befare the expiry of this authority conclude any contrack for the purchase of Its
own shares pursuant o the authority conferred by this resalution 12 which contract would or might be executed wholly or partially afier the
expiration of this authority as if the authority conferred by this resolution 12 had not expired.

As at the date of this Notice, the Beard is hoping to welcome shareholders in person to the Annual General Meeting. However, in the
event that UK Government and Public Health England guidance changes in respect of COVID-1$ resulting in external shareholders being
prevented from attending the Annual General Meeting, sharehalders are strongly encouraged to appoint the chair of the Meeting as
their praxy with their voting instructions set out below.

The Board encourages shareholders to exercise their right to vote in the following ways:

- You can cast your votes by proxy by completing the enclosed proxy form and returning it to Registrars of the Company, Neville
Registrars Limited, Neville House, $Steelpark Road, Halesowen, West Midlands B62 8KD no later than 11.00am on 25 October 2021.
Full details of how to vote using the proxy form can be found in the Notes to this notice on pages 98 and 100. Completion and return
of the proxy form will not itself prevent shareholders from attending in person and voting at the meeting should they subsequently
decide to do so.

- CREST members may use the CREST electronic proxy appointment service to submit their proxy appointmentin respect of the
Annual General Meeting as detailed in the Notes to this notice on pages 98 and 100.

The UK Government may change current restrictions or implement further measures relating to the holding of general meetings during
the affected period. Any changes to the Annual General Meeting will be communicated to shareholders before the meeting through
our website (www.hsgplc.co.uk) and, where appropriate, by RNS announcement. We trust that alt our shareholders will understand the
need for these precautions in light of Government public health guidelines on COVID-19. In the event that UK Government and Public
Health England guidance changes which results in external shareholders being prohibited from attending the Annual General Meeting,
we will arrange a facility for sharaholders to ask questions of the Board of Diractors.

27 July 2021
By order of the Board

John Samuel
Company Secretary

Registered Office:

West Terrace

Esh Winning

DPurham

DH?7 9PT

Registered in England and Wales No. 4952865
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Notes

¥, This notice is the formal notification to members of the Company’s Annual General Meeting (the Meeting), its date, time and place and the matters
to be considered. If you are in doubt as to what action you should take you should consult an independent adviser. As at the date of this Notice, the
Board is hoping to we'come shareholders in person to the Annual General Meeting. However, in the event that UK Government and Public Health
England guidance thanges in respect of COVID-19 resulting In external shareholders being prevented from attending the Annual General Meeting,
sharehclders are sttongly encouraged to appeint the chair of the Meeting as their proxy. The Company will continue to menitor the impact of
COVID-19 and reserves the ability to revise arrangements in elation to the Meeting should circumstances change. Any relevant updates regarding
the Meeting will be available on the Company’s website.

2. Resolutions t to 10 will be proposed as ordinary resolutions. A simple majority (being more than 50%) or votes cast must be in favour of each such
resolutlon In order for 10w be passed.

Resolutions 11 and 12 wil! be proposed as special resolutions. A special resolution requires 759% or more of votes cast to be in favour of such resofution
in arder for it to be passed.

All business proposed at the Meeting is ordinary business, pursuant to Article 24.1, save for Resolution 12. Pursuant to Regulation 41 of the
Uncertificated Securities Regulations 2001 (as amended;, only those shareholders registered in the register of members of the Company at close of
business on 25 October 2021 as holders of erdinary shares of 10 pence each in the capital of the Company shall be entitled to attend and vote at the
Meeting in respect of the number of shares registered in their name at the time. Changes to entries in the register of members after close of business
on 25 Octaber 2021 shall be disregarded in determining the rights of any person to attend and vote at the Meeting.

3. IFyou are a member of the Company at the time set out in Note 2 above, you are entitled to appaint a proxy to exercise all or any of your rights 1o
attend and to speak and vote on your behalf at the Meeting (although shareholders are expected to be prohibited from attending the Meeting in
person). You can only appoint a proxy using the proceduses set out in these notes and the notes to the proxy form.

A sharenolder may appoint more than one proxy in relation to the Meeting provided that each proxy is appointed to exercise the rights attached
to a different share or shares held by you. You may not appoint more than one proxy to exercise rights attached to any one share A proxy need not
be a shareholder of the Company. A proxy form which may be used to make such appointment and give proxy instruclions accormpanies this notice.

4. To be valid any proxy form or other instrument appointing a proxy must be received by post or {during narmal business hours only) by hand at the
office of the Registrars of the Company, Neville Registrars Limited, Neville House. Steelpark Road, Halesowen, West Midlands 862 8HD no later than

11.00am on 25 October 2021.

5. The return of a completed proxy form, other such instrument or any CREST Proxy Instruction (25 described in Notes 10-13 below) will not in itself
prevent a sharehalder attending the Annual General Meeting and voting in persen if he/she wishes o do so.

8. Ifa member appoints a proxy or proxies and then decides to attend the Annual General Meeting in person and vote using his poll card, then the vote
in person will override the proxy vote(s). if the vote in person is in respect of the member's entire holding, then all proxy votes will be disregarded. If
however, the member votes at the meeting in respect of less than the member’s entire holding, then if the member indicates on his polling card that
all proxies are to be disregarded, that shall be the case; but if the member does not specifically revoke proxies, then the vote in parson will be treated
in the sarne way as if it were the last received proxy and earlier proxies will only be disregarded to the extent that 1o count them would result in the
number of votes being cast exceeding the member's eatire holding. If you do not have a proxy form and/or believe that you stiould have gne or if you
require additional forms, please contact the Registrars of the Company, Neville Registrars Limited, Neville House, Steefpark Road, Halesowen, West
Midlands B62 8HD.

7. To change your proxy instructions simply submit a new proxy appointment using the methods set out above. Note that the cut-off time for receipt of
proxy appointments (see Note 4 above) also applies in relation 10 amended instructions, any amended proxy appointment received after the relevant
cut-off time will be disregarded.

8. Where you have appointed & proxy using the hard-copy proxy form and would like to change the instructions using another hard-copy proxy form,
please contact Neville Registrars Limited, Neville House, Steelpark Road, Halesowen, West Midlands B62 8HD. If you submit more than one valid proxy
appointment, the appointment received last befare the latest time for the receipt of proxies will take precedence.

9. Inorder to revoke a proxy instruction, you will need to inform the Company by sending a signed hard copy notice clearly stating your intention to
revoke your proxy appointment to Neville Registrars. In the case of a member which is a company, the revacation notice must be executed under
its common seal or signed on its behalf by an officer of the company or an attorney for the company. Any power of attorney or any other authority
under which the revocation notice is signed (or a duly certified copy of such power or authority) must be included with the revocation notice. The
revocation notice must be received by Neville Registrars Limited, Neville House, Steelpark Road, Halesowen, West Midlands B62 8HD no fater than
11.002m on 25 October 2021, If you attemipt to revoke your proxy appointment but the revocation is received after the tme specified then, subject
to Note 7 above, yaur appoiniment will remain valid.

10. CREST members who wish to appoint  proxy or proxies through the CREST electronic proxy appaintment service may do so by using the procedures
described in the CREST Manual. CREST Personal Members or other CREST sponsored members, and those CREST members who have appointed
voring service provider(s), should refer to their CREST sponsor or voting service provider(s), who will be able to take the appropriate action on their
behalf.

. In order for a proxy appointment or instruction made using the CREST service 1o be valid, the appropriate CREST message (a *CREST Proxy Instruction”)
must be praperly aythenticated in accordance with Euraclear UK & lreland Limited's (Euraclear) specifications, and must contain the information
required for such instruction, as described in the CREST Manual. The message, regardless of whether it constitutes the appointment of a proxy or is
an amendment to the insiruction given to a previously appointed proxy must, in order to be valid, be transmitted so as to be received by the issuer’s
agent (ID 7RA11) by 1100am on 25 October 2021. For this purpose, the time of receipt will be taken to be the time (as determined by the timestamp
applied to the message by the CREST Application Host) from which the issuer's agent is able to retrieve the message by enquiry to CREST in the
manner prescribed by CREST, After this time any change of instructions to proxies appointed through CREST should be communicated to the
appointes through other means.

12. CREST members and, where applicable, their CREST sponsors, or voting service providers should note that Euroclear does not make available special
procedures in CREST for any particular message. Normal system timings and limitations will, therefore, apply in refation 1o the input of CREST Proxy
Instructions. It is the responsibility of the CREST member concerned to take (or, if the CREST member is a CREST personal member, or sponscred
member, or has appointed (2) voting service provider(s), te procure that his CREST sponsor or voting service provider(s) take(s)) such action as shall
be necessary to ensure thai a message is ransmitted by means of the CREST system by any particular ime. In this connection, CREST members and,
where applicable, their CREST sponsors or voting systern providers are referred, in particular, to those sections of the CREST Manual concerning
practical limitations of the CREST system and timings.
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13 The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in Regulation 35(5)(a) of the Uncertificated Securities
Regulations 20C1 {as amended).

14. if a corporation is a member of the Company, it may by resolution of its directors or other governing body autharise one or more persons to act
2s its representative or representatives at the Meeting and any such representative or representatives shall be entitled to exercise on behalf of the
corparation all the pawers that the corparation could exercise if it were an individual member of the Company. Corporate representatives should
bring with them either an original or certified copy of the appropriate board resolution or an original letter confirming the appointment, provided
itis on the corporation's letterhead and is signed by an authorised signatary and accompanied by evidence of the signatory's authority.

15. As at 23 July 2021 {being the last business day prior to the putlication of this Notice) the Company's issued share capital consisted of 33,138,756
ordinary shares (827,150 of which are held in Treasury with no voting rights}). Therefore, the tatal voting rights in the Company as at 23 July 2021 was
32.311,606.

16. The following documents will be avalable for inspecticn at the Comipany's registered office at West Terrace, Esh Winning, Durharm, DH7 $PT during
normal business hours on any week day (Saturdays and English public holidays excepted) from the date of this notice until the close of the Meeting
and at the place of that Meeting for at least 15 minutes prior to and during the Meeting:

- coples of the service contracts for the Executive Directars of the Company; and
+ copies of the letters of appointment of Non-Executive Directors of the Company.

Explanatory Notes to the Notice of Annual General Meeting
The notes on the following pages explain the proposed resalutions.

Resolution 1: Accounts

The directors will present their Repors, the Directors' Corporate Governance and Remuneration Reports, the Auditor's Report and the audited Financial
Statements for the financial year ended 31 May 2021 to the rmeeting as required Dy law. These reports and statements are set out on pages 25 o 94

of the Company’s Annual Report.

Resolution 2: Approval of the Directors’ Remuneration Report
Shareholders are asked to approve the Directors’ Remuneration Report for the financial year ended 31 May 2021 which is set aut in full on pages 33 to 36
of the Company’s Annual Report. The vole is advisory and the directors' entitlement to remuneration is not conditional upon this resolution being passed.

Resalution 3: Final Dividend
The Board proposes a dividend for the financial year ended 31 May 2021 of 4.5 pence per ordinary share. If the meeting approves resolution 3, the
dividend will be paid on 29 October 2021 to shareholders on the register of mermnbers on 17 September 2021.

Resolution 4: Additional Dividend

The Board proposes an additional dividend of 12 pence per ordinary share to be funded from dividend payments ta be paid to the Company from
Hargreaves Services Europe Limited. If the meeting approves resolution 4, the dividend will be paid on 29 Octeber 2021 to shareholders on the register
of members on 17 September 2021,

Resolutions 5 and 6: Re-appointment of Directors

At each Annuzl General Meeting one-third of the directors for the time being (other than those appeinted since the last Annual General Meeting) are
required to retire. §f the number of relevant directors is not a multiple of three, the number nearest to one-third of directors, but not kess than one-third,
must retire. Directors due to retire by ratation are those longest in office since their last re-election or re-appointment. A retiring director is eligible far
re-appointment. Roger McDowell and John Samuet are both offering themselves for re-appointment.

Brief biographical details of Roger McDowell and John Samue} are set out on page 19 of this document.

Resolutions 7: Appointment of Director

As Nichaolas Mills was appointed to the Board subseguent 1o the date of the ast Annual General Meeting, he is required by the Campany’s articles of
association 10 be re-appointed at this year's Annual General Meeting. Accordingly, the directors recommend that Nicholas Mills be re-appointed as a
director and resolution 7 proposes his re-appointment.

Brief bingraphical details of Nicholas Mills are set out on page 19 of this document.

Resolutions 8 and 9: Re-appointment and Remuneration of Auditors

The Company is required to appoint auditors at each general meeting at which accounts are laid, to hold office until the next general meeting.
PricewaterhcuseCoopers LLP are willing to be re-appointed for a year and resolution 8 proposes their appointment and, in accordance with standard
practice, resolution 9 authorises the Audit & Risk Committee of the board of directars of the Company 1o determine the level of the auditars’ remuneration.

Resolution 10: Renewal of Board's Authority to Allot Shares

Resolution 10.) grants the dizectors authority to allot relevant ordinary shares up to an aggregate nominal amount of £1,077.054 being approximately
one-third of the Company's issued ardinary share capital [excluding shares held in Treasury) as at 23 July 2021.
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In line with guidance issued by the Investment Association, resolution 10.2 grants the directors authority to allat ordinary shares in connection with

a rights issue up o an aggregate nominal amount of £2,154,107 (representing 21,541.07§ ordinary shares of 10 pence each), as reduced by the namina
amount of any shares issued under resolution 10.1. This amount, before any such reduction, represents approximately two-thirds of the Company's issued
ordinary share capital fexcluding shares held in Treasury) as at 23 July 2021. Under a rights issug, ordinary sharehalders are invited to subscribe for further
ordinary shares in proportion (as near as is practicable) to their holdings of shares in the Company and, if they accept the invitation, their holding of shares
is not diluted (and if they decline the offer then they can sell their “rights” in the market for value).

Guidelines issued by the Investment Association pravide that an aukhority for directors o aliot new shares up to an amount equat to ane-third of the
existing shase capital, such as that granted by resolution 10,1, will be regarded as routine. The Investment Association guidetines also state that an
authority for directors to allot a further amount equal to one-third of the existing issued share capital, such as that granted by resolution 10.2, will also
be regarded as routine as long as that additional authorisation applies only to fully pre-emptive rights issues.

It is not the directors' current intention to exercise either of these authorities The authorities granted by resolution 10 replace the existing authorities
to allot shares.

Resolution 11: Disapplication of Statutory Pre-emption Rights
Resolution 11.1.1 grants the directors power 1o allot shares without first offering them to existing shareholders in proportion to their existing
shareholdings, where such offers are made in connection with or pursuant to a pre-emptive offer of shares.

Resolution 11.1.2 parmits the direcrors to allot sharces without first offering them (o existing shareholders and otherwise than in connection with

a pre-emptive offer, but only up 1o a fimit of 10% of the total ordinary share capital. Historically, the Pensions and Lifetime Savings Association (PLSA)
(previously known as the National Association of Pension Funds) quidelines suggested that Aif companies should be permitted to take authority to aflot
up to 0% of issued share capital for cash on a non pre-emptive basis (which the Company has done each year since joining AlM). The PLSA has changed
its guidance which now states that the limit should be 5% but that an additional 5% is acceptable provided that the Company confirms that it intends to
use the additicnal 5% only in connection with an acquisition or specified capital investment which would be anncunced contemporaneously with the
issue, or which has taken place in khe preceding six-month period and is disclosed in the announcement of the issue. Taking note of the PLSA's guidance,
the directors afe proposing that the resolution remains unchanged from that passed at last year's Annual General Meeting and in previous years.

Resolution 11,2 grants the directors power to allot those shares issued further 1o the powers granted to them under resolution 10.2 without first offering
them to existing shareholders.

Resolution 12: Purchase of Own Shares

Resolutian 12 authorises the Company to purchase its own shares (in accordance with section 701 of the Act) during the period from the date of this
Annual General Meeting until the end of the next Annual General Meeting of the Company ar the expiration of six months after the Company's current
financial year end, whichever is the sooner, up to a total of 4,846,741 ardinary shares. This represents approximately 15% of the issued ordinary share
capital of the Company [excluding shares held in Treasury) as at 23 July 2021, The maximum price payable for a share shall not be more than the higher
of 5% above the average of the middle market quotations of such shaces for the five business days before such purchases and the price stipulated in the
European Commission-adopted Regulatory Technical Standards pursuant to Article 5(6) of the Market Abuse Regulation (being the higher of the price
of the last independent trade and the highest current independent bid on the trading venue where the purchase is carried out). The minimum price
payable for a share wili be 10 pence. Companies are permitted 1o retain any of their own shares which they have purchased as treasury shares with a view
to possibile re-issue a1 a future date, rather than cancelling them. The Company will cansider holding any of its own shares that it purchases pursvant to
the authority conferred by this resolution as treasury shares. This would give the Company the ability to re-issue treasury shares quickly and cost-
effectively and would provide the Company with additional flexibility in the management of its capital base.

The directars will consider making use of the renewed authority pursuant to resolution 12 in circumstances which they consider to be in the best interests
of shareholders generally after taking account of market conditions prevailing at the time, other investment opportunities, apprapriate gearing levels, the
effect on eamings per share and the Company’s overall financial position. No purchases will be made which would effectively atter the control of the
Company without the priar approval of the shareholders in a general meeting.
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