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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 Land Hargreaves Raw
Seqvices provides critical support to Hargreaves Land is focused on Material Services
many core industries including Energy, the sustainable development of Trades i iali dit
Envitonmental, UK Infrastructure and brownfield sites for both residential fades in specilist commodity

markets and owns DX Recycling,
a specialist recycler of steel
waste material,

certain industries thraugh the provision and commercial purposes.
of materials handling, mechanical and

electrical contracting services, logistics

and rmajor earthmoving.

L Read more at www.hsgplc.co.uk
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Highlights of the Year

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: £49m)
- Basic underlying* EPS of 70.7p (2020: 19.9p}

Services - Revenue reduced as expected to £193.0m (2020: £216.0m) primarily due to H52 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® Profit 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 Director 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 nit p) proposed
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Chairman’s Statement

Roger McDowell, Group Chairman

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

and realisation.

Preface

Throughout the last financial year, the Covid-19
pandemic has continued o impact all of cur
lives, both in our home and our business
envirortments The Board has continued 1o
prigritise the health and safety of cur
employees above all else throughout the year.
Qur business operations, both gn site and
within our offices, have complied with strict
protocols 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 fromn home for well over a year
now and, whilst this has some disadvantages in
rerms of a lack of personal interaction, | have
been and continue to be most impressed and
grateful for the way in which our people have
delivered tremendous sesvice 10 all of our
stakeholders in these challenging
clrcumstances. Sadly, two of our colleagues
have died from Covid-19 since the pandemic
began and ous thoughts are with their families
in their ime of grief

introduction

| am very pleased to be reporting a very strong
set 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 expected following the delays
to the full 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
predominantly due to the performance of the
Group's German joint venture Hargeeaves Raw
Materals 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) to 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: 1959p} and 50.8p
(2020: 13.4p) on a reported basis.

Impairment of Goodwill and

Exceptional Iltems

Total non-recurring costs of £6.8m have been
recognised in the year, all of which are non-cash
items. On 24 Oecernber 2020, we announced
the sale of our speciality coal inventary ta HRMS
which followed on from our cessation of miaing
activities in_fuly 2020, As a result, the Board has
impaired £3.0m of gocdwill associated with

the traditional coal business and additionally
has impaired £16m of goodwill related to

the Maxibrite smokeless briquette business.
tam also pleased to note that all legacy civil
engineering contracts have now been settled
which has resulted in a £2 2m exceptional charge.

Net Cash

Net cash including ali leasing debt was

£16.5m (2020 net debt of £28.1m). The Group
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 lzases with no net
bank borrowings. The sale of our speciality

coal inventery 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
asset based lending banking facility and has put
in place an Inveice Discounting Facifity which
has a maximum level of £12 Om and is secured

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

any unforeseen working capital fluctuations,
however none of the Group's forecasts indicate
that the facility will be utilised. The Group has
changed banks to Santander UK, and the
Baard 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.

Fallowing the refinancing of the Group as
outlined above, the Group's financing is no
longer dependent ort bank borrowings.
Notwithstanding that, a rigorous review of

cash flow forecasts including testing for a range
of challenging downside sensitivities has been
underiaken. These sensitivities include testing
without utilising the invaice discounting facility.
Mitigating strategies ta these sensitivities
considered by the Board exclude any remedies
which are not entirely within the Group's control.
As a result, and after making appropriate
enquitigs 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
aperational 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

an interim 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
fallowing 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

Jor investors.”

If appraved at the Annual General Meeting,
these dividenas wili be paid on 29 October 2021
to all shareholders on the register at the close
of business on 17 September 2021 The shares
will become ex-dividend on 16 September 2021.
Subject to HRMS maintaining the requirements
of its borrowing arrangements, the Board
intends to continue ta pass through an
additional 12p per share dividend from HRMS
to Hargreaves' shareholders annually for the
next few years as previously undistributed
profits are repatriated to the Company.

Hargreaves Raw Material Services GmbH
As can be seen from these results, HAMS,
together with its subsidiary, DK Recycling und
Reoheisen GmbH {"DK"), has performed very
strongly, contributing £13.6m (2020: £1.6m) 1o
the Group's underlying profit before tax. Whilst
favcurable market conditions have benefitted
the business, the Board wishes to congratulate
the management of both HRMS and DK on their
ability to capitalise on those conditions and on
delivering the improvements to operational
efficiency and the cost reduciions which they
have been able 1o achieve. it remains unclear
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 cantribution to market
expectations for the financial year ending

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

Board Changes

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

Covid-19

The Group has traded resitiently throughout
the Covid-19 pandemic and the Board does
not currently consider it to be a material threat
10 its operatons.

Brexit

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

Strategy

The Board has developed three strong pillars
on which to ¢reate, deliver and realise
shareholder value.

First, it intends to continue to deliver reliable
and growing profits in its Services businesses,
focussing on growing the proportion of
revenue which is derived fram term contracts
and framewarks. This approach should lead

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

to both new end existing customers and through

afocus 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 oroperty portfolia. The Board
intends to complement that with partnering

and option arrangements to take advantage of

oth residential and commercial development
opperunities in the North of England and
Scotland where Hargreaves has strong focal
relationships and an established presence.
Results are already beginning 1o 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 substantial sharehaider value in the
next few years. The Board considers it likely thar
HRMS would benefit in due course from being
part of a larger, more specialised business and it
plans to explore strategic options for HRMS with
its professional adviscrs over the course of the
next several months.

Qutlook

| beheve that the Board has developed a clear
strategic approach which baoth simplifies and
clarifies the value proposition for investors. The
Group’s balance sheet, which carries no net
bank debt and which is essentially free from
third party security, provides a strong and
resitient platform fram which to create, deliver
and realise that value. The Board looks forward
to the year ending 31 May 2022 with confidence.

Roger McDowell
Chairman
27 JulySzgi)

w

*  Underying Profit before Tax is defined by the Board as Profit before Tax prior to exceptional ilems. impairment of intanginle assets and fais valee arpusrments The Board uses this meagure
s a Key Indicator in assessing the financial performance of the Group throughout the year and believes that its disclosure benefits readers.of the finandial statements,
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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 Sesvices 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 also impacted underlying profit before
tax which reduced o £5.1m (2020: £6.9m).

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

HELM

The business unit farmerly known as Production
& Distribution has been reorganised 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: £3.8m)
largely due to the cessation of coal related
activities. Logistics contributed £2.2m (2020:
£2.3m) to that cesult. Following the cessaton

of the coal business, revenue is expected o
decline in the year ending 3t May 2022.

Industrial Services

Revanue 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
fram the UK business transitioning away from
mainly supporting coal fired power stations and
the degision 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 most
significantly secured an appointment to a three
year Power Distribution contract with CLP
Power Services, extending the range of services
provided o this client. Margins improved
through further contract selectivity which will
continue ta 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 visibility of over
70% of its budgeted revenue for the year
ending 31 May 2022.

Specialist Earthworks

The Specialist Earthworks business recorded
revenue of just £3.5m (2020: £20.3m) and a loss
before tax prior 1o exceptional iterns of £2.4m
(2020: loss of £09m). The reduction in revenue
was caused by the delay ta the full maobilisation
of the HS2 project following the completion of
the successful A14 project in the prior year. In
March 202), the business was appointed by the
Kier/Eiffage/Bam/Ferravial joint venture to cary
out a £120m earthmoving contract on the C2
section of the HS2 rail project centred around
Aylesbury, providing strang visibility of revenue
for the next four years. Although works 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 until the following
financial year,

1 am pleased to report that all of the legacy civils
contracts inherited with the acquisition of CA.
Blackwell have now been settled This resulted
in a £2.2m (2620; £1 4m) non-cash charge in

the year, which is recarded as exceptional. The
contracts are now in their defects periods with
appropriate accruals being held to meet any
liabilities. The business is attending to these
matters with fts supply ¢hain 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: £0i), being the Group's share of the
profits fram the Unity joint venture,

At the major Biindwells site near Edinburgh,
campletion of the first sales of fully serviced
plots to Bellway and Cruden Homes were
achieved and a further conditional sale to
Persimmon 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 invested in the site during the year,
which is included in inventary in the Group
Balance Sheet.

In April 2021, we anneunced that the Unity joint
venture had completed the £25m sale of the
first major logistics contract at its mixed use
development site located at Hatfield, South
Yorkshire several months earlier than originally
expected. The transaction was accelerated at
the client’s request. Unity is 2 50:50 joint venture
with regional developer Waystone Limited

and consists of 250 hectares of land of which
60 hectares is allocated for employment and
commiercial uses with the remainder having
ptanning consent for 3,100 residential
properties. The construction of a new spur
road which provides access 1o the logistics site
has been started with completion expected

in the year ending 31 May 2022,

Hargreaves Land's strategic goai is that of a
property developer rather than as along-term
awner of investment properties. It looks to
exploit appropriate opportunities whilst
restricting the amount of capital to be invested.
An example of this type of project is a scheme
at Bridlington which commenced construction
in December 2020. With a Gross Development
Value of £9.5m, it comprises 44,000 sq. f1.

of pre-let retail warehousing an a site of
around four acves. The scheme is now under
construction and is due for completion by

the end of 2021.

Central Costs

As noted last yea, after allocating finance

costs to the business segments of £0.7m

{2020. £0.5m), Central costs have risen 10 £3.8m
(2020: £3.3m} as a result of increased insurance
tosts in @ hardening market. These costs are
expected to reduce in the year ending 31 May
2622 but not by enough 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} to underlying
profit before tax, The second half of the financial
year in particular has benefitted from strong
pricing in certain cammodity markets and the
HRMS trading team, which has always been
adept at taking advantage of market conditions,
has produced outstanding results. This is in
conjunction with the improvements at DK
which has returned to profitability after several
loss making years prior to the acquisition by
HRMS in December 2019.

The turnaround at DK has been realised through
2 combination of management change, cost
reduction and improvernents to operating
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
pigwon and 2ine.

HRMS' Carbon Pulverisation Plant {"CPP”) is now
commissioned and is producing product for
DK as well as supplying quantities of teial
material to othe; potential quskamers. 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
can be no certainty that the favourable market
conditions will endure, although as announced
on 22 July 2621, forward trading positions have
been taken out which give confidence to the
Board that HRMS can continue to benefit from
these market conditions throughout the first six
months of the year ending 31 May 2022 at least.
After ayear of great progress, HRMS is well on the
way to becoming a more stable and consistert
provider of material profits o the Group.
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1. Stralegic Report

Summary

The dedision ta cease coal mining last July and
subsequently 1o terminate all direct coal related
revenue generation in December 2020 was a
significant step in the transition of Hargreaves
away from its traditional business roots 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 Cavid-19 pandermic. it has
only been achieved through the commitment
and efforts of cur employees and my thanks go
to each of them, Great opportunities lie ahead
for the Group and 1 look forward to further

progress in the coming year.

Gordon Banham
Group Chief Executive
27 July 2021



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 inventory, the Services
business has been reorganised 1o focus on the
key markets of energy, environmental, industrial
and infrastructure. Hargreaves’ customer
offering to these markets includes bulk logistics,
materials handling and specialist earthmaving
but increasingly we are focussed on growing
our capability in mechanical & electrical
engineering, minerals and environmental
services Each of these customey offerings
features similar margins and we are increasing
the amount of work derived from frameworks
and term contracts to improve revenue visibility.
To address the customer base most effectively,
the management structure is organised into
three business units which comprise these
 offerings being HELM, Industrial Services and
Specialist Earthworks

HELM

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

Environmental

Our environmental business unit principally
operates in Scotland and is focussed on the
remediation of former opencast mining sites
The tearn secures and spreads organic
recovered material (e.g. sewerage sludge and
recycled cormpost) to create soil conditions
which meet the approved organic compasition
and structure for forestey tree planting.

To date, the business unit has remediated over
1.800 acres of land across five sites, handiing
approximately 130kt of incoming materials per
annum. In addition, the team pravides
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.

Lintil now, the Group has chosen 1o sell the
rernediated tand 1o Forestry & Land Scotland for
tree planting. We are now carrying out a review
to assess the potential additional value that
could be created from expanding the business
unit to enhance the land through direct tree
planting in erder for the Group to benefit
through carbon sequestering and offsetting,
arapidly 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.

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

Minerals

The rninerals tearn is drawn from the experience
developed from the Group's wide range of
mining activities, gained over many years. Coal
mining ceased in July 2020 and subsequently al.
rermaining coal inventory was sold, terminating
all material coal related revenue activities. The
teamn is curtently working with Tungsten West
Limited (“TWL") to finalise the mining plan for the
Hemerdon Tungsten & Tin mine, located in
Devan TWL acquired the mine from Hargreaves
in late 2019 following the demise of Wolf
Minerals Limited. TWL has appointed Hargreaves
o an exclusive 10 year mining services contract,
The re-opening of the mine is dependent on
TWL proving the mine’s viabifity and raising the
necessary finance. TWL are aiming to conclude
these matters during 2021, with mining
operations potentially commencing in late 2022,

Whilst supporting the Hemerdon mining
project the minerals fearm is now also providing
professional services inte the UK quarrying
sector which is a potential sector for fusther
growth for the business unit.

Industrial Services

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

UK

The UK operations are facused on materials
handling around industrial complexes,
supplemented by a growing mechanical

and electrical engineering capability. The
expertise of the business in materials handling
camplements its ability to construct, repair
and maintain the associated equipment

and ta provide clients with a total solution

to their needs.

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

The business strategy Is to focus on higher
margin mechanical and electrical engineering
contracts as the business transitions from its
traditional customer base. This strategy was
validated by the z2ppointment to a three-year
framework contract with Severn Trent, a new
custamer, to pravide mainienance, repair,
remaval and installation of clean and waste
water assets. In addition to the Severn Trent
contract, the UK business has also secured
two other framewaork contracts with Drax and
Uniper for five and three years respectively.
Both frameworks have two years of extension
options. These contracts help to generate
predictable, sustainable earnings over the
medium term and provide a strong and stable
platform for growth,

Hargreaves Services plc



Key Markets

24%
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37%

Industrial

20%

Revenue by
Market

Energ);

19%

Infrastructure

Asia

Overseas operations are facused on Hong Kong
and are principally concerned with supporting
power generation. During the year, the Group
has been appcinted to two three-year
frarnework arrangements, both of which have
extension aptions, at the Castle Peak and Black
Point power stations in Hong Kong. These
frameworks allow for the provision of
maintenance, repair and refurbishment of boilers,
condensers and other critical components.

The Asian business was also appointed as a
contractor to CLP Power Hong Kong {Power
Systems) for distribution overhead line works,
This is for & three year period with extension
options for up 1o 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 rmarks a significant
broadening of the scape and range of services
that our Asian Industrial Services business offers.

Business growth is based upon widening the
range of services provided to existing customers
as well as penetrating new customers outside of
the power industry and in territories other than
Hong Kong. To support this initiative, an office
nas been established in Malaysia, 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 appointment is for 30km of
the HS2 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 histary.
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The successful history of Blackwell was built on
the back of major infrastructure projects within
the UK ingluding Heathrow Terminal 5 and the
Olympic Pask. This core competency has been
further demonstrated by the successful delivery
of the Ail4 upgrade project. Future opportunities
include major earthroving works on other

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

Hargreaves Land

The substantia! land portfolio arising from the
Group's historic mining activities is now being
supplemented by additional development
oppaortunities. This will 2llow the Group not only
1o continue to unlock and enhance the valuse

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 developrment orojects
predominantly on a pre let and/or forward sold
basis enabling it to aptimise the return on its
applied capital. ltidentifies, develops and then
realises value from opportenities, either in its
own right or thiough partnership structures
where appropriate, 1o manage levels of capital
allocation and risk. Hargreaves Land is not
looking to become a property investment
company where capita! is tied up for many
years. However, there are certain projects
already owned by the Group that may be held
as investment properties for the medium term
to supplement income whilst the business is
in its early phases or where value is expected
1o be optimised at a later date.

Environmental

Hargreaves Land has seen a robust recovery
fallowing the initial disruption 1o its markets
caused by Covid-19 and it was able to complete
a number of significant transactions in the year,
notably the first two plot sales at Blindwells,
near Edinburgh, and the accelerated
completion of a large logistics plot sale at

its 650 acie mixed use Unity JV development
near Doncaster, South Yorkshire.

Momentum in the property sectors the
Company is most invelved in, notably residential
land and logistics, has continued to build with
sustained strong dermand continuing to be seen
from house buitders, funders and commercial
occupiers. This is reflected in the exchange of a
further conditionat contract at Biindwells for the
sale of a 12 acre plot to another national house
builder and the high levels of Interest being
received at 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
aflow the company to continue 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
Duisbusg, Germany. it is an established supplier
of specialist raw materlals into mzny heavy
industries within Germany and the rest of
Eurcpe, including the steel, foundry, sugar,
insufation, and ceramic industries, Additionally,
following HRMS's purchase of spediality coal
from Hargreaves in December 2020, the
business supports residual UK markets. Whilst
this trading business cantinues to thrive, over
the last few years HAMS has invested in 3
Carbon Pulverisation Plant ("CPP*) and acquired
a steel waste recycling business, DK Recyching
und Roheisen GmbH (‘DK"). These strategic
decisions mark a significant shift in the nature
and balance of the overall HRMS business and
provide greater visibility of revenue whilst
mitigating the trading business’ exposure to
market demand fluctuations.



Operating Review continued

The CPP is now preducing material. This
pubverised material provides the opportunity
to displace brown lignite coal, a highly polluting
form of coal used in many German industries,
with a cleaner alternative. The CPPis 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 1s over 200 miles away
providing a strong logistical advantage to
supply into the heartland of industrial Germany.
The plant has the capacity 10 produce 400,000t
of pulverised carbon per annum with the
addressable total market estimated 1o be
around 2,000,000t per annurm. Trial product fs
being supplied to potential new customers
who tend to place annwal calendar year supply
contracts in the late autumn of the preceding
year. The plant’s current ouiput is at an
2pproximate break even level,

DKis one of the world's largast recyclers of
ferrous wasie materials from the foundry and
steelindustries. It takes waste product and
recycles it into pig iron which is then used in the
manufacture of stee! products. During the year,
overhead savings and changes to operating
procedures, combined with favourable market
conditions, have enabled DK to retwn 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
o measure its performance in a number of areas,
These include some non-financial measures which
reflect the Board's emphasis on health and safety.

The KPis for the Services business include:

+ Underlying protit before tax against budget
-+ Return on capital employed against budget
Average working capital against budget
Lost time accident ratios against annually

determined minimurmn targets
« “Near Miss” reporting

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

Group level KPls 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 afl of its KPls in the year
ended 31 May 2021. Similar challenging KPIs
have been set for the year ending 3F May 2022.

Summary

Following the cessation of coal related activities,
the Group's operations are continuing to evolve
and adapt to the challeniges and opportunities
in the broader market. The emphiasis on growing
the mechanical and electrical engineering
capahility within Industrial Services and the
maturing of Hargreaves Land have been ongoing
tor a lietle while now. | am particularly excited by
the new opportunities being identified in bath
Minerals and most notably Environmental
Services. These markets and a focus on
aperations where we have already established
our capability and reputation provide a clear
pathway for groweh and value ceeation.

By order of the Board

Gordon Banham
Group Chief Executive
27 July 202 '

PO
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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 due to the delays
experienced on the H52 project within Specialist
Earthworks. Underlying profit before tax is
defined by the Board as profit before tax prior

1o exceptional iterns, impairment of intangible
assets and fair value gains on acquistion.

The increase is mainly attributable to the
performance of the Group's joint ventures which
contributed £177m (2020: £1.6m) to underlying
profit hefore tax. This is a key performance
indicator for the Board in measuwring the Group’s
financial performance throughout the year,

The Group incurred net exceptional charges

of £2.2m (2020: £1.7m) which resulted from final
account agreements on legacy civils contracts.
Additionally, imparment charges on intangible
assets of £4.6m (2020: £1.6mj have been recorded

Net finance expenses were £1.2m (2020. £1.3m}.

The Group recorded £17.7m (2020: £2.1m) of
profits from jaint ventures. OF this, £13.6m was
attributable to the German joint venture which
is stated after tax in accordance with IFRS and
£4.7m was attributable to the Unity joint venture
in Hargreaves Land. That sumn 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 £20m
(2020: £2.1m). The credit has been heavily
impacted by the change in the rate at which
deferred tax is measured increasing from 19%
10 25% which ¢reates a credit of £2.7m In the
prior year, the change in tax rates created a
£09m credit.
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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 previous
years, the Group has paid all cash payment
abligations in refation 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. Following further advice,
the determination has been submitted for
appeal. The Group is one of five appelfants in
the matter, who would benefit from a successful
putcome of this case. Itis not yet known when
the appeal may be heard. The Group is not
cafrying any asset related to this case and has
provided for associated professional fees.

Cash Flow

The profit for the year of £164m (2020: £4.3m)
generated net cash inflow from operating
activities of £45.2m (2020: £71m outflow)

after adjusting for depreciation of £66m

(2020: £19.3m) and other itemns. The movement
in working capital for this year was a cash inflow
of £48.1m (2020: outflow of £25.2m). The sale
of all coal inventary, including the speciality
coal inventory sold to HRMS in December 2020
for £24rn, was the major factar in releasing
working capital,

lnvesting 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 investrment property. £380m (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 (2019 £3.1m
decrease) in cash balances to £28.3m (2020
£18.5m). After deducting debr of £11.8m (2020:
£46.6rm), 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
ret debt).

Capital Expenditure

Capital expenditure including that on right
of use assets and investment praperties
totalfed £6.4m (2020: £7.1m). Depreciation for
the year was £6.6m (2020. £19.3m) with the
reduction being mainly due to the cessation
of mining activities.

Banking Facilities

Following the sale of the speciality coal
inventory to HRMS in December 2020, the
Group's requiremnents for banking facilities
altered substantially. The Group has changed
bankers to Santander and has negetiated a
£12m Invoice Discounting facility which will
provide flexibility to deal with any short term
working capital fluctuations, [mportantly,
Santander have provided these facilities without
the need for a debenture over the Group's
assets although debiors will be secured under
the Invaice Discounting facility. Additionally,
there are no covenanis associated with these
new arrangements.

Pensions

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

are related 1o the former mining operations

at Maltby Colliery, Under the assumptions used
1o cakulate 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 measurementis

of £2.0m {2020 £11m). The actuarial movement
is accounted for through the Statement of
QOther Comprehensive Income. The next
triennial valisation of the schemes is due as

at 31 December 2021

Hargreaves Services plc



Covid-19

The Group has taken advantage of the UK
Government's support for businesses impacted
by Cavid-19.in the financial year, £0.8m (2020,
£0.5m) was claimed 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: 4.5p) per share
tringing the total for the year 10 7.2p (2020
4.5p). Additionaily, the Board is propasing an
additional dividend of 12p (2020: nil p) per share
which will be paid at the same time as the fina!
dividend. This dividend is being funded by the
receipt of an equivalent amount fiom HRMS,

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

Going Concern
The Group has material assets and financial
resources at its disposal together with robust
risk management 2nd 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 rigarous
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 Directors have a reasonable
expectation that the Company and the Group
have adequate resources to continug in
operational existence for the foreseeable future,
Accordingly, the Board continues to adogt the
going cancern 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 corparate risks.

On behaif of the Audit & Risk Committee | am
pleased to present the Comnittee’s Report for
the year ended 31 May 2021,

Membership of the Committee

The Committee consists of the four Non-Executive
Directors 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 Septermber 2020. The Board believes that
the Committee members have the skills,
qualifications and experience 1o 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

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

far part of one of those meetings, the external
auditor met with the Committee withous any
of the Executive Directors being present. The
internal auditor attended two of the meetings.

Far the financia! 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 Committee

is evenly spread, particularly with respect to
Risk Management and intermnal 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.hsgplc.couk. The terms of reference
are formatly reviewed annually to ensure that
they meet the Board's expectations of the
Committee’s remit.
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The Committee is responsible for reviewing
awide range of financial reporting and related
matters including the half-year and anaual
accounts before their submission to the Board.
In particular, the Commiittee is required 10
consider al! critical accounting pelicies and
practices adopted by the Group, and any
significant areas of judgement that could
materially impact reported results. The
Committee provides a forum for reporting by
the Group's external auditor, and advises the
Board an the appointment, independence and
objectivity of the externa! auditar and on their
remuneration both for statutory audit and
non-audit work. It also 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 to the shareholders.
An internal audit function, which reports directly
to the Chair of the Audit & Risk Committee,
supports the Committee in this process. The
Commitiee reviews the appropriateness of the
annual internal audit programme for the Group
and ensures that the internal audit function is
adequately sponsared 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 concerns over
possible wrongdoing in financial reporting

or other matters. This work includes reviewing
the Group's systerns for the prevention and
detection of fraud and bribery and considering
any matters arising under the General Data
Protection Regulations or any whistleblowing
matters which are reported. The Committee
also receives reports on all litigation which the
Group is engaged with either as plaintiff or
defendant and recormmends actions in respect
of such 1o the Board. In addition, this year the
Committee reviewed the Board's ESG report
and the intention is that it will continue to do
s annually going forward.

Activities of the Committee

During the year, the Committee’s principal

activities comprised:

- Reviewing and approving the Internal Audit
programme for the year and monitoring the
progress and cutcome 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
matters;

Reviewing and approving changes in the

Group’s internal contre! policies and procedures;

Reviewing the Group's procedures in respect

of GDPR;

+  Reviewing the draft interirn financial statemnents;

+ Reviewing and appraving 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 Board

including:

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

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

- Considering the assumptions used t©
support the adoption of the going
concern basis of accounting taking into
account the potential impact of Covid-19;

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

- Reviewing the ESG reportincluded in the
annyal report.

Hargreaves Services plc



External Auditor

The external auditor provides the Audit & Risk
Committee with information about its internal
procedures for maintaining 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
miscellariecus assurance services, The
Committee is satisfied that the provision of
these services, did not compromise the external
auditor’s independence,

After due and careful enguiry and after
reviewing the external auditor's report 1o the
Audit & Risk Committee and discussing the
findings with the auditor, the Committee is
satisfied that the scape of the audit was
appropriate and that all significant accounting
judgements exercised by management had
been suitably challenged and tested inchiding,
but not timited to, the matters referred to

in the lang form Audit Repart. The Committee
recommended to the Board that in their
opinion the audit had been carried out
effectively and that the report of the externat
auditor be accepted.

The Comemittee has recommended to the Board
that PricewaterhouseCoopers LLP be proposed
for re-election as auditor 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 programme

is designed to test the effectiveness of the
internal control systems and seeks to
recommend improvements to processes,
covering key financial and other controls which
the Committee recognises are importani in
ensuring the integrity of the Group's operations,
as well as its financia! reporting. The programme
includes self-assessment questionnaires,
detailed testing of processes and the review of
appropriate documentation. The Committee
receives each full internal audit repart, including
any comments by management and any
recommendations for improvernent made by
the internal audit function. The use of computer
aided audit technigues 1o monitor ransactiona
data using the Group’s existing management
information systems ako continue 1o be
developed and monitored, improving the
efficiency, scope and effectiveness of the
Internat Audit function.

Annual Report and Agcounts 2021

The 2020/21 programme included reviews

of compliance with the Approvals and
Authorisations Mandate and compliance with a
number of the Group's regulatory and legislative
sequirements. Business unit finance teams

were required to complete a self-assessment
questionnaire around their key financial controls
before Internal Audit carried out targeted
testing of particularly high-risk areas to ensure
that the controls were aperating as described.
Pracurement processes across the Group,
compliance with and testing of the calculations
of sums claimed under the Coronavirus leb
Retention Scheme and the design and
effectiveness of new systems in Hang Kong

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

The 2021/22 programme will again include
cydlical reviews of compliance with the
Approvals and Authorisations Mandate, key
financial controls and various regulatory
requiremnents. Assurance will also be provided
around the contract management framework
in place for the HS2 contract, the setting and
maonitoring of customer credit limits, access
o IT systems and applications and incident
repoiting processes in the coming year.
Compliance with the requirements of (R35
and the Consiruction Industry Scheme (CIS)
will also be reviewed in 2028/22.

Risk Management

The internal audit function reports quarterly

10 the Committee on the key risks identified by
the Boaid as being so material that they need
10 be regutarly monitored as to whether those
risks have increased or decreased during the
pericd and what remedial actions may need

to be taken to counter them. Risk registers at

a Business Unit level are reviewed an 2 quarterly
basis, with any material changes being
escalated to the Board.

The Risk Management report which follaws

this report sets out these risks and the steps the
Group has taken to mitigate them. The impact
of the Covid-19 pandemic cn operations both
in the UK and abroad remains a risk to the
business, although the Group has moved
quickly to mitigate the risk where possible

int 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 1o the Group
and has therefore been removed from the
Corporate Risk Register. The risk related to
the failure of a Material Business Unit is now
focussed on the Group's Joint Venture in
Germany, HRMS, as it is contributing an
increasing amount of profit to the Group and
where the Graup has a material amount of
capital deployed.

1. Strategic Report 2. 3.

Going Concern Basis of Accounting

The Group has material assets and financial
resources at its disposal together with robust risk
management and capital allocation processes.
The Geoup's cash flow model prepared as part of
the annual budget and five-year plan pracess
was subjected to a number of stress tests. These
incluced measuring the impact of the deferral of
certain specific anticipated revenues (for exarnple
in Hargreaves Land and in Specialist Earthwaorks)
alongside other 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 Invaice
Discounting 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 assumptions and
testing they had applied and were satisfied to
recommend to the Board that the going concern
basis of accounting remains appropriate.

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

Nige! Halkes FCA
Chairman of the Audit & Ris ittee
27 July 202
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Risk Management

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

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

Safety, Health and the Environment

The Board has identified that the risk of

a materiat 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 monthly report
from the Group Head of Realth & Safety. The
Group's approach to SHE is set out below.

Thie Board's vision is to maintain an enviranment
whare alk its employeas, contractors and third
parties experience zero harm as a resuly of its
activities, Ta achieve this, the Group takes a
proactive approach and is committed to
achieving the highest standards of safery and
health management and the minimisation of
any adverse environmental impacts.

The Board ensures that the Health and Safety

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

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

All businesses have formulated and implemented
SHE management arrangements consisting of
competent staff along with policies, procedures
and abjectives 1 meet both legislative and best
practice requirernents. SHE performance and
delivery is ingrained in the operational delivery
and day-to-day activities and not seen as a bolt
on ta each business. Where appropriate the
management procedures are externzlly certified
tointernationally recognised standards.
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Alongside management systems and legal
compliance, the Group recognises the benefits
that effective leadership and the setting of clear
expectations has upon workplace behaviour.
Therefore, the Group has visible performance
metrics, which are communicated at al levels
throughout the organisation and are designed
0 enable the early identification of adverse
trends and the development of suitable
intervention and improvemnent measures, The
Board plans to carry out annual random site
visits each year to see SHE processes at first
hand and 1o emphasise to employees the
imporiance the Board places on SHE activities.
Due to the Covid-19 site arrangements with
regard to visitors these visits have not been
possible during FY2020/2) but are planned

1o recommence shortly.

The Groug has been intensely focused on
managing the ongoing risk o the business
posed by the Covid-19 pandemic. A Covid-19
steering Group remains in place to ensure 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 to also ensure a fair and caring
approach to employee management and
support. As local and national contiols change
then the Group reviews on a regular basis the
working practices required for both legal
compliance and effective operatignal
management. An ongaing audit and inspection
process isin place in 3l work locations to ensure
controls relevant to the risk of infection are in
place and adhesed 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 improvement plans and objectives. in
March 2021 the Group achieved the significant
milestone of being lost time incident free for
afull year. Alongside this was a marked decrease
in the number of plant related incidents and
reported environmental issues. We have noted
animprovement in the proactive safety measures,
including a signiticant increase in the numbers

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

Key safety objectives and targets for the next
year have been agreed with the aim of building
on 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
teporting in respect of motor and ligbility
clzims. This has resulted in the Group having
greater insight in respect of ongaing claims,
historic claims and claims trends, which has
resulted in an improved understanding of risk
in refation to the Group's operaticnal activities.
tn addition, risk management improvements
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 arrange ments.

Carporate Risks
The Board undertakes a full annual ceview of
the Group's risk profile and strategic approach
ta risk in light of the ongoing substantial changes
1o 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
current risk profite. With the cessation of mining
and the safe 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 therefare been removed 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

financiai or operational objectives ar

cause material loss ar damage to the

Group's assets or reputation.
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The identified areas of risk are monitored,
reviewed and investigated as necessary by
the internal audit function. The Audit & Risk

The areas of ¢riticat corporate risk which have .
been identified are as follows: .

1. Strategic Report 2 3

Failure of a Material Businass Unit
Impact of Covid-19

Committee receives a written report on these «  Contractual Risk With the cessation of mining in July 202C, the
risks every quarter, including a commentary +  Recruitment & Retention of Key Individuals sudden decline in coal markets is ne longer
which nates any material changes which have - Regulatory & Legistative Compliznce a material risk to the Group and has therefore
been identified. This report assesses whether - Environmental Risk been removed as a corporate risk.

each area has increased or decreased in the level - Fraud

of risk and where necessary corrective actions 1T Security

are implemented, - Liquidity & Credit Risk

A table describing these risks and the mitigations in place throughout the Group te protect against them is set outon pages 1510 14

Key risks

Mitigation

Contractual Risk

Multiple businesses of the Group enter into and manage diverse
and comptlex contracts as part of their core operations. Bad
planning, agreement 1o 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 to the Group. Attached to the risk surrounding contracts
are the potential financial and reputational impacts on the
resolution of defective works and warranty claims foliowing
contract completion.

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

Reguirement far fegal review of ali potential contracts which meet the agreed
criteria, detailed within the Delegated Autharity Mandates.

Recruitment and employment of suitably qualified and competent persornel
at all levels to undertzke works to minimise risk relating to defective warks
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 contvols
required to mitigate them. They form a critical part of the management of
the contract and are updated regularly throughout.

Recruitment and Retention of Key Executives and Skilled Employees

Key executives, senior management and skilled employees possess
the industry knowledge and experience, without which, our
strategic objectives may not be achieved. If the Group is unable to
recryit or retain both key executives and skilled employees, this
could adversely affect the Greup both operationally and financiatly.

+

The provision of remuneration and terms of employment 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

Faiture of the Group or a business within the Group to comply
with its appicable regulatory and legislative obligations, resulting
in fimancial reputational, and potentially criminal implications for
Lhe Group of its responsible employees.

*

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

Competent and appropriately skilled individuals hold key roles in asswing our
compliance to our requlatory and legisiative obligations.

Memberships to various trade bodies 1o highlight any issues, allowing for early
planning and apprepriate representation,

Annual Report and Accounts 202}
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Risk Management continued

Key risks Mitigation

Environmental

There are inherent environmenta! risks within some of the Group’s  +
operations. If not properly managed, these risks could resultin
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 propedty belonging to

third parties. .

Provision of clear guidance on the erwironmental standards which the Group’s
operations must adhere to.

Compliance with laws, regulations and industry best practice is a pricrity acrass
the business.

Environmental management strategies are in place at all applicable sites and all
mining geased in July 2020.

The Group is in the process of developing its procedures for compliance with
the requirerments of the Taskforce for Climate-Retated Financial Disclosures
which are set out in the ESG section of this repert

Fraud

In the course of its cperations, the Group is exposed to fraud .
risks frorm a number of internal and external sources .

Fraud risk management policy is in place across the Group

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

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

The Group has many controls and procedures in place to fimit the risk of fraud.
These controls include, but are not limited to, detailed Authorisation and
Appeovals Mandates, system automated controls, segregation of dutics on
particular processes and periodic Internal Audii reviews,

IT Security

There is an increasing reliance on the stability and security of .
the IT netwoerk for detivering day-to-day operations, whilst the

volume and types of data held within it increases. This reliance on .
[T increases the potential for sophisticated cyber-attacks to target

the Group's computer systermns, infrastructure, networks and .
personal devices with the intention of paralysing operations

for an immeasurable amount of time, carrying material financizl -
and reputationalimplications 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 innovation, 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.
Mahbile device management applied to all company devices to protect network
and data via mobile platforms.

Full Checkpoint security agplication in place to 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 UAL protection.

Full user secuiity awareness programme with reguiar training videos rolled out
to all users across the Group.

Liquidity and Credit Risk

The failure of the Group to maintain access to liquidity could
result in 3 material adverse financial impact for the Group.

The Group needs to ensure that sufficient liquid funds are available

o meet its contractual demands and wider operational

uncertainties, efther through available cash reserves or external

funding capacity. The Group has put in place a limited invoice
discounting facility which provides working capital flexibility in .
addition to the Group’s cash reserves, The Group is no longer .
dependent on bank borrowings.

The Group's trading relationships require contract and credit

exposures to specific customers that are material to the results

of the Group, sormetimes aver 2 long period. Credit risk arises from

the possibility that custorners may not be able to pay their debts.

No single customer represents more than 139 of the Group's .
debtors at year end.

Whilst the Group is in & positive cash position, it maintains strong relationships with
prospective fenders and seeks to put in place appropriate finance fadilities akigned
1o both the short and medium-term requirements of the husiness with sufficient
flexdbility to manage liquidsty 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 Group rerains vigilant to monitoring and controlling counterparty exposures
that are matevial to the results of the Group. All such exposures are carefully
considered before contractual commitments are made to take account of the
nsks presented by the contract or relationship, the returns available and the
oppartunities that are, or are not, available to mitgate that exposure.
Authorisation of credit limits is restricted to a limited number of individuals,

with the input of third-party credit scoring.

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

1 Strategic Report z.

Mitlgatien

Failure of a Material Busiress Unit

~ The Board 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 Eurcpean custorners in the steel, foundry,
smelting, ferroalloy, sugar, imestone, insulation, refractory and
ceramig industries. HRMS has investad in the construction of

a carbon pulverisation plant ang owns a material steel waste
recycling business, however this has not yet achieved critical mass.
The Group's share of HRMS profits represents a matevial contribution
1o the Group profit before tax HRMS is independently funded

from the Group, however HRMS owes the Group substantial

maonies in respect of undistributed profits and loans Additionally,
the Group has provided a €5 million guarantee to HRMS' barkers.

The Group’s investment in HRMS is governed by a shareholders’ agreement
which provides a series of protective ¢ights to the Group including controls
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 Executive is a member of the Board of HRMS which meets
each month.

Monthly financial information is submitted to the Group and subject to 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, customners’ business cperations being curtailed,
and travel and communications being disrupted.

Pandemic policy has been issued to all staff.

Regular Covid-19 meetings, chaired by the Chief Executive, held to ensure
appropriate mitigation is i place wherever possible.

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

1T systems in place 1o enable key employees to work fram home and robust
controls implemented in both office and site working environments providing
appropriate social distancing and hygiene measures.

Nigel Halkes FCA
Chairman of the Audit & Risk
27 July 2021

Annual Report and Accounts 2021

17



ESG Environmental, Social & Governance

ESG refers to the three central factors in
measuring the sustainability and societal
impact of a company or business.

Environmental Eﬂmg‘:'i'::w the
Monitors and reports C
how the Company SLompany manages
its relationship with

controls its impact

on the environment employees, suppliers

and communities

Governance
Controls and
monitors how the
Companydeals
with its leadership,
internal controls
and shareholders,
including in the
areasof E&S

Delivering secvices to the industrial and property sectors, Haigreaves has created a Cross-Business Working Group (ESG Group) 10 assess procedures,
review methods and identify goals to ensure the business is informed, educated and can act on its ongoing E5G responsibilities. The ESG Group will work
towards fulfilling the requirements of the Task Force on Climate-related Financial Disclasures (TCFDj. The ESG Group's findings will form an integral part of

future financial regorts and investor presentations and will be regularly reviewed at Board level.

Governance Strategy Risk Management Metrics & Targets
In light of forthcoming TCFD As part of the Board's approach We have established a The Group currently measures
tequirements, the Board is to developing its strategy, Cross-Business Working and reports on the Energy Savings
developing its policy towards the chmate-related risks and Group to evaluate processes Opportunity Scheme (ESCS), Scottish
oversight of climate-related risks oppartunities will be :dentified and management reporting Polutant Release inventary (SPRI)
and opportunities. over the shart, medium and long methodology in respect and Strearnlined Energy and Carbon
term and the Groep's plans to of climate-related risks Reporting {SECR).
address them will be developed. and opportunities.

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

As a direct resuit of the cessation of
mining in July 2020, the Group can
repait 2 37% reduction in methane
emissions and a 35% reduction in
CO, emissions compared with 2019
at House of Water.

The £SG Group is developing 2
strategy fer TCFD going forward
and planning to report and develop
metrics as it progresses

18
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Environmental

Socdial

1. Strategic Report 2. 3.

Governance

Safety, Health and Environmental (SHE)

The Board's vision is to maintain an enviranment
where allits employees, contractors and third
parties experience zera 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 excellent 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, Healih and Environmental
{SHE) management arrangements consisting

of policies, procedures and objectives to meet
both legistative and best practice requirements.
SHE performance and delivery are ingrained in
operations and day-to-day activities and is
always the first item on the agenda of every
Board meeting.

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

Zero tolerance to drugs and alcobol

. Risk assess everything you do

. Work safely and challenge unsafe acts

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

P

All policies, procedures and objectives meet
both legislative and best practice requirements

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

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

The Group's Environmental Policy Statement
commils us to ensuring that protection and
enhancement of the environment is embedded
in our Company values and encourages our
suppliers and supports our customers in
adopting a simifar approach. Additionally, our
procurement processes require us to evaluate
our supgliers’ environmental approach as part
of cur supplier approval process.

Qur South African business was recently
awarded the regional Top Companies Award
for Leading HSE Company 2021 from NOSA
VAAL for achieving excellence within the
manufacturing sector. In addition, they were
awarded regional winner of the NOSA Five Star
Systern for Sectar 04, relating to manufacturing
and recycling.

During the recent Covid-19 pandemic, risk
assessments were completed and shared
appropriately. Stringent cleaning, handwashing
ang hygiene procedures were implemented, in
line with government guidelines. Additionally,
all reascnable steps have been taken to
maintain a two metre distance between
worksgaces along with adequate ventilation to
support those unabie to work from home and
1o enable a safe return to the workplace when
government guidelines allow.

The table below lists key Group reporting
requirements, commitments and policies
relevant to ESG criteria.

Health and Safety
EMS certification - 15014001:2015 and
15045001:2018
-+ ESQS - Energy Savings Opportunity Scheme
+  SPRI - Scottish Pollutant Release Inventary
+  SECR - Streamfined Energy and Carbon
Reporting

CSR Fund to support local groups and charities -

Donations to community activities which

employees and therr families are involved with -

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

Whistleblowing policy

Code of Ethics statement

Modern Slavery staterment
Anti-Corruption & Bribery policy

fraud Risk Management policy

Social Media policy

Sustainable Supply Chain policy

GDPR - Information Governance policy
1SO8001:2015 accreditation

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

Environmental
Engagement

The Group recognises the potential impact of
its activities on the environment. The Group is
committed to mitigating its impact on the
environment through the application of robust
Envirenmental Management Systems (0 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 legistation through robust
measurement systems and approgpriate goal
setting, tracking and reporting. It is the Group's
intention to achieve its business aims while
meeting rising environmental standards.

The Group seeks to:

- Comply with all relevant environmental
legislation and agreements

« Use besi practice to control its impact on
the environment

«+  Driveimprovements in energy efficiency
that will deliver a reduction in energy
consumption and emissions

- Prevent pollution 1o land, air and water
throughout its cperations

- Set, and reguiarly review, objectives and
targets to reduce its environmental impacts
through continuous improvement

+ Integrate a robust Environmental
Management Systermn based on a recognised
international standard into its Business Units
and acrivities

- Work with suppliers and customers to reduce
the envircnmental kmpact of products and
transport services and ensure that
procurement policies consider the potential
impact on the environment

- Manage transport in an efficient manner
to reduce the impact on the environment

- Utilise by-products of operations wherever
paossible 1o recover value and reduce
enviranmental impacts

« Encourage waste reduction, recycling and
the re-use of products wherever possible
through the implementation of waste
hierarchy strategies

- Communicate the Group's environmental
strategy to all employees through training,
information and supervisions and make it
available to stakeholders and third parties
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We provide services 1o the Scottish Mines
Restoration Trust (SMAT) in relation to the
cestoration 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 restores 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 pari of the restoration of seven
former opencast coal mining sites for the
benefit of local communities and othar
community interest groups. Where applicable,
we measure gas ol consumption and waste
production against specific project criteria; the
forrer having the greatest carbon impact.

One of the key activities of Hargreaves Land

is the redevelopment of brown field sites 10
bring them back into productive use for both
residential and employment purposes. At the
present time aver 1200 acres of brown field
tand is in the process of being redeveloped

by the Company. In addition to enabling the
developrment 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 biediversity and the
redevelopment of such brown field sites
helping to reduce the development pressure on
greenfield fand and minimise adverse imgacts
on the environment.

From its ESOS report, the Group has identified
three areas of potential energy saving
opportunities. Opportunity One - continue

10 build on the work the Logistics business

is undertaking in terms of fuel energy
management systems and energy efficiency
programmes through driver awareness training.
Al 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 monitored, along with driver behaviour, by
telematics 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
monitoring, analysing and acting on the data
obtained directly from our yellow plant assets
via the manufacturer's on-board telemetry
systems, attempting to reduce idling time; and
Opportunity Three - determine if there are any
economic, operational and environmental
benefits from using Hydrogenated Vegetable
Qif (HVO) to power an HGV In comparison to a
standard diesel-powered HGV. Notwithstanding
the 15% increased cost of using the HVO, initia!
wial findings indicate a 90% reduction in O,
emissions per truck, compared to those
powered by diesel, over similar mileage and
MPG. A 109 reducticn in AdBlue usage was also
identified. For each area of significant energy
consumption, an energy audit showed
comgliance with the ESQS Scheme. Within the
Logistics business, where our fleet may carry
dangerous goods, this is monitored by Total
Compliance in accordance with ADR, CDG and
DGSA regulations. Findings are then analysed,
and any recommendations implemented.

Tonnes of CO2 Tannas of COe Reduction
Scope 1 and 2 Global GHG emissions: 2020 00 %
Combustion of fuels in operations
and sesvices provided 45,063 19,236 58.2%
Electricity, steam, heat and cooling far own use 676 546 19.2%
Total footprint 46,739 19,782 57.7%
Emissions reported above per employee 268 157 41.4%
Scape3
Business travel {air, rail and vehicles) 2,207 2163 2.0%
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In compliance with Streamlined Energy and
Carbon Reporting (SECR} regulations, the Group
publishes its annugl global emissions using
“tonnes of CO, equivalent” for all fully
consolidated subsidiaries on the same basis
used for annual accounts preparation. The
feporting period for Green House Gas (GHG}
emissions s 1 June 2020 to 31 May 2021 The
table below highlights the reduction in GHG
emissions for this reparting period compared
10 the previous year.

Many of our offices are fitted with energy saving
auto-light switches which are triggered by
movemnent This lighting automatically switches
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 Groug, different
Business Units hold different envirgnmental
accreditations, Both our business in Hong Kong
and our Specialist Earthworks business are
accredited to 15045001:2018 and our UK Industrial
Services business and Logistics business both
hold 150140012015 and 150450012018, in addition
10 1SO3601:2015.

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

A pilat programme for carbon capture, through
tree planting at Chalmerston, with the potential
sequester of 75.000 tonnes of carbon, fs being
investigated. The business is currently working
with its partner, Birken Tree, to drive this initiative
forward. Additionally, following restoration 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
akeady remediated aver 1,800 acres of
ex-mining land with the potential for a further
large landbank within the Group, which could
allow us to continue this sustainable work for at
least the next 5 years. The business believes that
following this additional land recovery, it could
further enhance the sites by tree planting, which
would create carbon capture opportunities

Fallowing the pilot programme at Chalmerston,
the plan would be 1o investigate other disused
mining sites to understand if they too could be
rermediated, restored and ultimately trees
planted in crder to enhance the Group’s carbon
capture capability, Hargreaves Environmental
Services is developing their expertise in the figld
of carban sequestering and trading in order to
not only assist the Group but also consult and
partner with ather 3rd party companies on how
they too can build volumes of forestcy carbion
capture sites.

1. Strategic Report
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ESG Environmental, Social & Governance continued

Social Engagement

Engage our People

Al Hargreaves, peop!e are our mast important
asset, and their safety and weltbeiag is our
nuember one priority. Fostering openness

and respect are our key objectives. We value
everyone and strive 1o work 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 ensuring their ongoing
professional and personal development.

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

a scheduled health surveillance programme.

To identify how the business can improve,
we dtilise engagement surveys, employse
communication meetings, manthly update
calls, newsletters, and e-shots. We feed back
results ehrough these channels and our "you
Said - We Did" boards, to held us accountable
for identified actions.

The Group provides a confidential
whistleblowing hotline, which enables ali
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 anonymity, who will then complete

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

a confidential service that can be accessed for
advice and support on personat and financial
matters not only by our employees but also
members of their household,

To help support our 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 develapment opportunities to enable
its people to maximise their petential 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
to achieve professional qualifications. The
Company believes that such opportunities
shou!d be avaiizble 1o all employees who meet
the criteria and will ensure the criteria are
consistently and fairly applied and cover
employees at all fevels and grades, including
full-time, part-time, permanent and fixed-term
employees, managers, direciors, trainees,

and homeworkers.

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

in various areas of the business from HGV fitters
to data and technology roles Additionally, in
conjunction with local training providers,

we piovide commercial training schemes for
trainee HGV drivers.

During the recent Covid-19 pandemic, whilst
our employees adapted exceptionally we'l to
the various challenges and restrictions, our
focus was on flexibility, focusing on supporting
our employees with all aspects of their lives
from working at home, to childcare, to being
available whenever they need a chat to discuss
their mental health 2nd wellbeing

The Groug is working with a mental health
specialist to train identified individuals as Mental
Realth First Aiders. These First Aiders will be
trained to spot the early symptoms of a variety
of conditions, such as stress and depression,
and to signpost individuals to their GP or an
appropriale arganisation.

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
emiployees about what is happening within
the different areas of the Group. Employee
feedback is wekiomed, along with suggestions
for future articles.

Support Local Communities

The Group believes in teamwaork, and we

make every effort 10 involve ourselves with
local communities around our sites, for example,
by sponsaring local sports teams, donating
equipment for local support groups, and
contributing our time to assist those in need,

all the while benefitting from the sarisfaction
our colleagues gain from working fogether and
helping others. For the financial year beginning
1 June 2021, 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.”
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CSR fund which wii 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 Corporate
Partner of Durham Cathedral, contributing to
their work in supporting the local communities
of the World Heritage site. in return for our
support, the Cathedral provides 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 our annual

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

In relation to the Company’s former mining
activities at Field House, which commenced in
June 2018 and ended in July 2020, the Company
contributed 20 pence per 1onne of coal mined
and transported from the Field House site

1o a Community Fund for the provision of
enwvironmental improvernents and cther
benefits to local commurities. A total of £93,000
was contibuted 1o the Community Fund for
distribution te fkocal community projects.

More recently, Industrial Services supgorted the local community of Rotherham by providing
materials, free of charge, to help re-site a WW1 memonal. The fitting tribute is once again or

display for the community.

During November 2020, our South African business collaborated with Cape Gate and the ftireleng
Task Team to improve the residential area of Boipatong and assist with repairing local roads, and
improving the area next 1 Lebohang Secondary School, where a park has been created for use

by the local community.

Annual Report and Accounts 2023
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Governance

As part of the development 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 is 3 cross-
functional working group led by a Business Unit
MD and works alongside the Business Units to
collect information for aur climate related
disclosures and to 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 enviranmental and sacial issues
including climate related risks and mitigation.
Furthermore, the ESG Group also considers
future strategy on managing climate related
#sks and disclosures particularly in light

of the forthcoming implementation of the
recommeridations of the Taskforce on
Climate-related Financial Disclosures (TCFD).
When those requirements are determined, the
ESG Group will develop approgriate targets and
metrics and evolve procedures to deliver them.

The ESG Group reports to the Audit & Risk
Cormmittee. The Board has implemented
policies in respect of governance matiers
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 requirermnents
of TCFD. The Group's ather Corporate
Governance procedures are set out on pages
291032
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Board of Directors

Roger McDowell (aged 66)
Non-Executive Chairman

Roger was appointed Chairman of the Company
and the Nominations Committee on | August 2018
after joining the Board in May 2018. He is also a
member of the Remuneration and Audit & Risk
Committees. Rager spent his executive career
wiorking in his family's business, pipeline praducts
distributar Oliver Ashworth, He was Managing
Director for elghteen years, leading the business
through dramatic growth {from £1m 1o £100m
turngver), main market listing and ulimate sale

1o 5t Gobain, Thereafter-he has tsken an Chairman
or non-executive roles in private equity backed and
listed businesses in a variety of sectors including;
engingering, 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 pl. Proteome Stiences ple, British
Smaller Companies VCT2 PLC, Brand Architekis
Graup ple, Flowtech Fluidpawer plc, Dovehoco
201 Limited, Disperse Ltd and Augean plc.

David Anderson (aged 54)
Group Property Director

David joined the Beard as Group Property Director
in Novemnber 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 19956 and as
Managing Director since 2005. He led the growth
in revenue of that business from less than £10m

in 2005 to over £220min 2017, David's 25 years of
experience and success in the field of property
development brings the appropriate knowledge
and understanding of that market necessary 0
assist the Group's growth in that business area,
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Gordon Banham (aged 57)
Group Chief Executive

Gordon was Managing Ditector of his farnily firm,
F Banham Limited, untit 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
Graup in 1995, he was made Distribution Qirector
responsible for the enfarged graup’s coat distribution
activitles. Gordan joined Hargreaves in 2001,
subsequantly being appointed as Group Chief
Executive. He led the management buyout of the
Company in 2004 and its subsequent flotation on
the London Stock Exchange the following year.
Gordon's knowledge of the Group and its vatious
business interests is unrivalled, and he continues
1o have a detailed involvement in all material
matters with which the Groupis engaged.
Gordon is currently a Director of Robertsan
Homes [East Anglia) Limited.

Nigel Halkes (aged 65)
Non-Executive Director

Nige! was appainted to the Board in August 205
and serves as Senior independent Director and
Chairman of the Audit & Risk Committee. He is

also a member of the Nominations Committee.

He is a Chartered Accountant and was a partner

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

Ireland, responsible for the firm's growth strategy,
key refatianships, and business development.

He retired from Ernst & Young at the end of 201310
pursue a portfolic non-executive career spanning
the public, private and charitable sectors. Nigel is the
Deputy Chair of Visit England and is a Non-Executive
Director of Tribal Group plc and is a Trustee of Polka
Childrer'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 Chartered Accountars and qualified with
Deloitte & Co in 1981. He became a partner with
Baker Tilly in 1986, leaving that firm to join Filtronic
plcin 1991, leading its flotation in 1994 and serving
as finance director until 2004. He then served as
Chief Financial Officer of Zetex pl¢ for two years,
before serving as Group Finance Director of Renew
Holdings plc for twelve years from 2006, prior 10
joining the Company in January 2018, John currently
serves on the Board of the Yorkshire Air Ambulance
and likley Tay Museum Limited, John's many years of
experience as the senior finandial officerin a number
of public companies, including those which have
experienced substantial grawth through business
change, is particularly relevant 1o the Group.

Chris Jones (aged 55)
Non-Executive Director

Chris joired the Board in April 2020 and serves

as Chairman of the Rernuneration Committee.

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

with a broad range of organisations within the

UK investment and development sectars of the
commercial property market. As a founding partner
of his investmant practice - Christopher Cee, based
in Manchester, he has provided advice to a range

of private and institutional clients on alt aspects of
commercial groperty investment, development, and
funding work. Chris retains a role within Christopher
Oee LLP to manage a UK wide unit linked property
investment fund, where he reports directly ta their
woard on all strategic matters. Chals is currently 3
Director of Witton Street Neminee 1 Limited, Witton
Street Nominee 2 Limited, The Creative Property
Group Ltd and Daon Villa Holdings Lid.

Hargreaves Services plc



1. 2. Direclors’ Report 3.

Directors’ Report

The Directors present their Directors’ Report and Financial Statemenits for the year ended 31 May 2021,

Principa) Activities

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

Results and Proposed Dividend
The Group profit after tax for the year was £16,406,000 (2020 profit after tax of £4,270,000). Following the payment of an interim dividend o 2.7p per share
on & Agril 2020, the Directors recommend a final dividend for the year ended 31 May 2021 of 4.5p per share.

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

Itis proposed that the final dividend and additiona! dividend will be paid on 29 Octaber 2021 to shareholders on the register on 17 September 2021
The shares will be ex-dividend on 16 September 2021. The proposed dividends have not been provided forin these financial statements as they were
not declared and appraved before the year end.

Outlook
The current trading and cutlook for the Group are disclosed within the Chairman's Statement in the Strategic Report above.

Financial Instruments
The financial risks faced by the Graup and its pelicy 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 cade of practice regarding payment to suppliers. The Group determines canditions of payment for its own supply
of goods and services. ht is the Groug's policy that transactions are then settled in compliance with these legal or other centraciual ebfigations having
regard to good commercial practice

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

Roger McDowell

Nigel Halkes

Gorden Banham

John Samuel

David Anderson

Christopher fones

Nichotas Mills (appcinted on 9 September 2020)

The names and bicgraphical details of the Directors at the date of this Directors’ Repaort are given in the Board of Directors section of this Annual Report.

All Directors are required to retire by roiation 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 noted on page 26.

The Company provides indemnities 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 in the Remuneration Report.

The Directors who held office at the end of the financial year had the following interests in the shares of the Campany according to the register of
Directors' interests:

interest at Irterest at

Classof sharg andafyear  beglnning of year
Gordon Banham {held by GB Boldings (2021) Limited) Ordinary 2,646,825 2,646,825
Roger McDoweil Ordinary 350,000 300,000
Nigel Halkes Ordinary 5,000 5000
Christopher Jones Ordinary 62,910 -
Nicholas Milis* Ordinary - -
John Samuel Crdinary 28,000 28,000
David Anderson Ordinary 32,775 32,775

Nicholas Mills i an employee of Harwood Capital LLP, which owns 9,200,000 ordinary shares af the Company.
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Directors’ Report continued

Details of Directors' emoluments are set out in the Remuneration Report. All the Directors benefited from qualifying third-party indemnity provisions
in place during the year and at the date of this Directars’ Report. Except as listed below, according 1o the register of Directors’ interests, no rights to

subscribe for shares in Group companies were granted to any of the Directors or theirimmediate families during the financial year and up ta the date
of this Directors’ Report. None of the awards listed below rmay be exercised prior 1o 6 August 2023 No Director exercised arty awards during the year.

Dateofshare  Numberof shares

Director Exerclse price per share award awarded
Gordon Barham 10 pence per ordinary share 5 August 2020 63927
John Samuel \C pence per ordinary share 5 August 2020 63,927
David Anderson 10 pence per ordinary share § August 2020 51,370

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

Retirement 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, wha 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 capital of the Company:

Number of g nfissyad share

Sharehclder grdinary shares capital
Harwaood Capital 9,200,000 28.50%
Canaccord Genuity Group 3,250,599 10.06%
GB Haldings (2021) Limited 2,646,825 8.20%
Downing 2,262,577 7.00%
Schroder investment Management 1,948,516 6.03%
Axxion S.A. 1,600,000 495%
NFU Mutual 1,360,000 4.21%

The above disclosures are in accordance with the last TR1 natification to the Company by shareholders. GB Holdings (2021} Limited is a company which is
wholly owned by Gordon Bartham, the Chief Executive,

Employees

Applications far emplayment by disabled persons are always fully considered. Employment policies are designed 1o prowide opportunities irrespective
of colour, ethnie or national odgin, nationality, sex, sexual orientaticn or marital status. In the event of employees becoming disabled every effortis made,
inciuding eppropriate waining, to ensure that their employment with the Group continues.

The Directors recognise the importance of good communications and good relations with employees. Regular meetings are held between the Chief
Executive and senior managers who cascade relevant infarmation, including financial and economic matters, through their reporting systems. 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 responsibifity under section 172(1) of the Companies Act 2006 and sets cut below the key processes and consideration that

demonstrate how the Directors promote the success of the Group.
The below staternent sets out the requirements of the Act, section 172(1), and note how the Birectors discharge their duties.

As noted in the Corporale Governance Report on pages 29 1o 32, the Group is headed by an experienced and effective Board, which controls 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 enquiries where necessary to enable it to fully discharge its duties. Each decision that is made by the Directors is supported by papers which
anatyse the possible outcomes so that an appropriste decision ¢an be made based upon the likely impact on the performance and paosition of the Group.
This enables a decision to be made which best promotes the success of the Group and censiders the impact on the wider stakeholder group. Factors
below, are all considered duning 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 1o management papers which set aut the potential outcome of decisions. The
papers evaluate both 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 Soard has devolved certain levels of autonamy to management 1o run and develop
the business of the Group.

The Group has an annuat budget and five-year plan which is reviewed regularly to benchmark performance and achieverments against its long-term
strategy. Each year the Board holds a session with each of the business unit Managing Directors and other senior management to review and reconsider
the strategy of each business unit. This includes consideration of market conditions and opportunities, investrnent requirements and capital allocation,
the overhead cost base and margins. The Board then considers the outlcok for the entire Group and the opportunities to create, deliver and realise value
for sharehotders. A principal decision taken dusing the year was the cessation of mining operations and the subsequent sale of speciality coal inventory
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Directors’ Report continued

Carbon emissions

In compliance with the streamlined energy and carbon reporting (*SECR") regulations, the Group publishes its annual global emissions using “tonnes
of CO2 equivalent”. The reporting period for GHG emissions is 1 June 2020 to 31 May 2021. The Group has taken the exemption to feport prior periad
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 cn carbon emissions.

Tonnes of CO,e Tonnesaf CO.e
Sc¢ope 1 and 2 Global GHG emissions: 2011 2020
Combustion of fuels in cperations and services provided 19,236 46,063
Electricity, steam, heat and cooling for own use 546 676
Total footprint 19,782 46,739
Emissions reported above per employee 15.7 268

Tonnes of CO.e Tonnes of CO.e
Scoped 0 2020
Business travel (air, rail and vehicles) 2,163 2,207

The Group has demonstrated its desire 1o reduce the level 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 to undertake the mining
opecatians.

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

Scope 1 emnissions have been calculated by taking the total number of litres of fuel used in eperations during the reporting period and converting them
to tonnes of CO,e 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 reparting period and
concerting thern to tannes of CO,e using the appropriaie conversion factor,

Scope 3 emissions have been calculated by taking the total litres of fuel purchased for business travel as wefl 35 an estimate of emissions for business flights.

Purchase of Own Shares

The Directors are authorised to 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 ta make market purchases of up to fifteen per cent of the Company's awn shares at the 2021 Annual
General Meeting (full details are available in the 2021 Notice of Annual General Meeting).

Approval to [ssue Shares
The Directors will seek authority 1 allot up to a maximum aggregate nominal amount of £1,077,054 at the 2021 Annual General Meeting (full details are
available in the 2021 Notice of Annual General Meeting).

Disctosure of Information to Auditor

The Directors who held office at the date of 2porovat of this Diractors’ Report confirm that, so far as they are each awase, there is no relevant audit
information of which the Company’s auditor is unaware and each Director has taken al! 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 infarmation.

Independent Auditor

The Board proposes to reappoint PricewaterhouseCoopers LLP as auditor. Resolutions concerning their continued appointment and to authaorise the
Audit & Risk Committee of the Soard of Directors to agree their remuneration will be put to the forthcoming Annual General Meeting of the Company
(full details are availab'e in the 2021 Notice of Annual General Meeting}.

By order of the Board

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

Corporate Governhance

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

Deliver Growth

Principle 1: Establish a strategy and business model which promote long-term value for sharehalders

The 8oard has established a strategy and business model which seeks to promote long-term value for shareholders. This is set out in the Strategic Report
section of this Annua! 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

Animportant role of the Board is to represent and promote the interests of the Company’s shareholders as well as being accountable to them for the
performance and activities of the Group. The Board believes it is important to engage with its shareholders and aims 1o do this through presentations,
conference calls, face-to-face meetings and the Annual General Meeting. Following the announcement of the Group's half-year and year-end results,
presentations are made to analysts and major shareholders to update them on progress and invite them to ask gquestions. The Board is updated on the
latest shareholder information by the receipt of sharehotder register movements, analyst seports and feedback from the Company's brokers following
investor road shows after half-year and year-end results. All Directors attend the Annual Generaf Meeting and engage in discussion with shareholders
present (although, due to UK governmenit 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 contact details on the inveskor refations page of its website which investors can use to contact
the Company.

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

The 8oard recognises that the Group's customers, supplers and employees are crucial to its success. The Group has established long-term refationships
with key custorners and suppliers and the Board encourages feedback from employees 1o improve the culture and working environment of the Group,
The Group Chief Executive halds reqular meetings with senior managers bath to keep them informed of Board decisions and shareholder feedback but
also to gather views and input from 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 emplayees can access. There are
specific information channels in respect of health & safety matters. The Group has a proactive approach 1o safety, health and the erwironment 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 to risk is set out within the Risk Management section of this Annual Report. The Board has devolved considerabrle levels of
autonomy to management o run and develop the business of the Group The Board believes that a well-designed system of internal reporting and
contro! is necessary. The Board therefore continues to have overall responsibility to develop and strengthen internal controls. The Audit & Risk Committee,
on behalf of the Board, has the responsibility for reviewing internal controls. The system is designed to pravide reasanable, but not absolute, assurance
that the assets of the Group are safeguarded, that proper accounting records are maintained, and that reliable financial information is produced. All
subsidiary undertakings are required to adhere to specified internal contral procedures, The Audit & Risk Committee receives regular reports on internal
control. Monitoring of compliance with the Group’s system of internal control is undertaken by all levels of management and the internal audit function.
This 1s reinforced by the rale fulfilfed by the Audit & Risk Committee {as further detaited below at “Principle 9: Maintain governance structures and
pracesses that are fit for purpose and suppart good decision-making by the Board"}

Principte 5: Maintain the Board as a well-functioning, balanced team led by the Chair

The Board

The Group is headed by an effective Board, which controls 2nd leads the Group. The Board meets at least ten times per year, receiving appropriate
information from management on a tmely basis, and making further detailed enquiries where necessary to enable it to fully discharge its duties.

The Directors attended the following meetings in the year ended 31 May 2021

Audit & Risk Remuneration Neminatlons
Attendance at meatings Board Commities Cammittee Committee
Number of meetings 13 4 8 1
Gordon Bantham 13 attended n/a nfa nfa
Nige! Halkes 13 attended 4 attended B attended 1 artended
John Samuel 13 attended n/a n/a n/a
Roger McDowell 13 attended 4 attended 8 attended 1 attended
David Andersen 13 attended nfa na n/a
Christopher Jones 13 attended 4 attended 8 artended 1 attended
Nicholas Mills (appointed 9 September 2020} 8 attended 4 attended 5 attended 1 attended

Annual Report and Accaunts 2021 2 9



Corporate Governance continued

The Board is collectively responsible for the long-term success of the Group and has ultimate responsibility for the managernent, direction and

performance of the Group and its businesses. The Baard is required to exercise abjective judgement an all corporate matters and is accountable

to sharehalders for the proper conduct of the business. All Cirectors have access (o the advice and services of Group Legal Counsef who assists the

Campany Secretary. The Company Secietary is responsible to the Board for ensuring that pracedures are followed and for compliance with applicable

rules and regulations. There is a clearly defined division of responsibilities between 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:

- chairmg Board meetings, setting the agendas in consultation with the Group Chief Executive and Compeny Secretary and encouraging the Directors
ta 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 communicaticn with sharehalders;

- periadically holding meetings with the Nan-Executive Directors without the Executive Directers present; and

« establishing an effective warking relationship with the Group Chief Executive by providing support and advice whilst respecting executive respansibility.

The Group Chief Executive is responsible for the executive management of the Group and far 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.

Non-Executive Directors

Nan-Executive Directors bring a wide range of experience to the Group. The QCA Code states that the Board should have at feast iwo independent
Non-Executive Directors and that, since independence can easily be compromised, Non-Executive Directors shoutd 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 participznt in the Company's Long-Term Incentive Plan scheme entitled the Hargreaves Services plic Share Option Scheme
2019, which was approved by shareholders at a general 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 two other
independent Non-Executive Directors.

Conflicts of Interest

The Articles of Association 2nable the Directors to authorise any situation in which a 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 canflicts of interests when considering new Board 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 skills and experience.

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

a diverse range of experience and encouwrages them to attend external seminars and briefings that will assist them individually. Directors have access to
independent professional advice at the Group's expense where they judge this to be necessary to discharge their responsibilities as Directors. All Directors
have access to the advice and services of the Company Solicitor who assists the Campany Secretary, who is responsible to the Board 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 clear 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/Commitiee member completes an assessment, which provides numeric scoring against specflc categeries. Each Board/
Committee member also pravides recemmendations 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 8oard and influenced its operation.

The criteria for effectiveness include assessing:

- Key Board/Committee functions;

+  Board/Committee composition fincluding succession planring);

« external reporting 2nd information flaws;

+ Board/Commitiee culture;

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

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

As setout in our 2020 Annual Regort, follawing 2019's performance review, the Board noted that a further Non-Executive Director was required in order
to provide further batance and experience to the Board. As a result, the Board appointed Christapher Jones as Non-Executive Directoron i April 2020,
Additionally, Nicholas Mills was appointed on 9 September 2020. The 2021 performance review noted a significant improvement in scores awarded by
Directors in respect of the size of the Board and the Board having the appropriate balance of competencies, experiences, skills and knowledge.

Alongside the annual performance review, the Chairman conducts an informal appraisal in respect of the Group 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 to the sertinn enfifled *Nominations Committee” (under the heading "Frinciple 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 Coce of Ethics which can be found on the Company’s website. The Company’s reputation is
built on its values as 2 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 Board and
Committee effectiveness process described above.

Compliance with Laws

The Group has systerms in place designed to ensure compliance with all applicable laws and regulations and conformity with all relevant codes of
business practice. Compliance with the Bribery Act 2010 irwolves an Anti-Corruption Policy and a Group Whistleblowing Policy Training is given t©
all appropriate employees through the use of cnline 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 1o raise concerns

in the knowledge that concerns raised in gocd faith witl be taken seriously and investigated.

The Group has taken the appropriate steps [o 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 Regulation ("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 approgpriate employees.

Safety, Health and Environment

The Group has a proactive approach to safety, health and the environment and is committed te the highest practicable standards of safety and health
management and the minimisation of adverse environmental impacts. The Board ensuies that health and safety issues for employees, customers and the
public are of foremost concern in all Group activities and ingrained in day-to-day activities. The Group Chief Executive, supported by external advice, is
charged with overall responsibility. The Group encourages both internal and external training through a formal netwark of full-time officers and Health
and Safety nominated "charnpions® at all levels. Statistical analysis is used to highlight any areas where additional training or improved working practices
would be beneficial, and positive action is promptly implemented. All divisions have formulated safety management systerns. To pictect employees,
customiers and contractars, the Group has implemented a series of measures to safeguard against the threat pased by Covid-19 both in the office
environment and at sites details of which are set out in the Risk Management section of this Annual Report,

Environmental, Social and Governance

We are developing a Cross-Business Working Group o assess procedures, review metheds and identify goals te enable balanced judgements to be made
gaing forward. The Cross-Business Working Group will work towards the requirernents of the Task Force on Climate-refated Financial Disclosures ("TCFD™).
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 Environmental, Social and Governance repart at pages 18 10 23. Pages 18 1o 23 also set aut the Group's approach in respect of
environmental engagement, social engagement and governance of environmental and sodial matters.

Principle 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 reserved for its dedision which can be viewed on the Company’s website.

Board Committees

The Board has three Committees that assist in the discharge of its responsibilities:
= Remuneratiory;

«  Audit & Risk; and

- Nominatigns.

Remuneration Committee

The Remuneration Committee, which has been chaired by Chiistopher Jones since the 2020 Annual General Meeting and comprises the Non-Executive
Directors, is responsible for making recommendations to 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 itself determines the remuneration of the Non-Executive Directors. Fusther details on the composition and
work of the Remuneration Commitiee are set out in the Remuneration Committee Report within this Annual Report The Terms of Reference of the
Remuneration Committee can be viewed on the Company's website
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Corporate Governance continued

Audit & Risk Committee

The Audit & Risk Committes, which is chaired by Nigel Halkes 2nd comprises the Non-Executive Directors, is responsible for reviewing a wide range of
financial reporting and related matters including the half-year and annual accounts before therr submission to the Baard, The Commitiee 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 alse responsible for manitoring the internal controls that are operatad by management to ensure the integrity of the information
reported to the sharehalders. An internal audit function, which reports directly o the Chair of the Audit & Risk Committee, supparts the Audit & Risk
Committee in this process. The Committee provides a forum for reporting by the Group's external auditors, and advises the Board on the appointment,
independence and objectivity of the externa! auditors and on their rernuneration both for statutory audit and non-audit work, t a'so discusses the
nature, scope and timing of the statutory audit with the external auditors. The Committee also reviews the appropriateness of the annual intemal

audit programme for the Group and ensures that the business risk management and internal audit functions are adequately sponsored and resourced,
The ESG Working Group will also report to the Committee. The Committee meetings are also attended, by invitation, by the Chief Executive and Group
Finance Director. The Cammittee 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 Report 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 Committee, which is chaired by Roger McDowell and comprises the Non-Executive Directors and the Group Chief Executive, is respansible
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 into account the challenges and oppartunities
facing the Group. It identifies and naminates for Boacd approval suitable candidates to fill Board vacancies as and when they arise, and it keeps under
review 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 appropriale re-appointment
of Non-Executive Directors 2t the end of their specified terms of office, and averseeing the re-election by shareholders of any Director under the
“retirement by rotation” provisions in the Company’s articles of association, The Terms of Reference of the Nominations Committee can be viewed on

the Cornpany's website.

All Directors have service agreements or letters of appoiniment and the details of their terms are set out in the Remuneration Report,

The Committee recognises the benefits to the Group 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 appointing the most suitable applicant
for any role, it is aware of the desirability of female and mingrity representation In making senior appointments the Board will give particular weight (o
addressing diversity in the constitution of senior management including directors.

Evolution of Governance Framework
The Board continugusly monitors its composition and governance framework taking into account effectiveness and the Group’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 contains full 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 2029
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Remuneration Report
Christopher Jones,
Chairman of the Remuneration Committee

Responsibilities and Role of the Remuneration Committee

The Committee's principal function Is to review the remuneration of the Executive Directors. It 2lso menitars the remuneration of the Group's seaior
managess. The remuneration strategy, policy and approach for all staff, is alsa reviewed annually by the Commitiee. The full Terms of Reference of the
Committee are available on the website,

The policy for the current and future financial years for the remuneration and incentivisation of the Executive Directors is as follows:

to ensure that individuat rewards and incentives are akigned with the perfarmnance of the Company and the interests of shareholders;

to ensure that performance-related efements of remuneration constitute a material proportion of an executive’s remuneration package; and
. tomaintain a competitive remuneration package which enables the Company to attract, retain and motivate high-calibre executives.

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

Membership of the Committee
The members of the Committee, which met on eight occasions during the year, weee:

Christopher Jones (Chair from 28 Octeber 2020)
Nigef Halkes (Chair until 28 October 2020)
Roger McDoweli

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 to bear.
During the year, the Board appointed a further Non-Executive Director, Nichalas Mitls, who joined the Board and the Committee on 9 September 2020.
Christopher Jones became Chair of the Committee after the 2020 Annual General Meeting, allowing Migel Halkes to focus on his role as Chair of the Audit
& Risk Committee. The Group Chief Executive is consilted and invited to attend meetings, when appropriate. The Group Finance Director also attended
meetings as required and provided relevant infarmation 1o the Committee to ensure that the Committee’s decisions are informed and take account of
pay and conditions across the Group. No Director can be present when his own remuneration is discussed.

Duwiing the year the Committee reviewed and considered the proposed appointment of all new employees whose basic salary was in excess of £100,000;
annual pay rises and conditions of service for all employees earing over £100,000 per annum; bonus scheme arrangements; the vesting and granting of
Long-Term Incentive Plans; the principles governing the Group's annual pay review; and the effectiveness of the Committee.

Components of Remuneration

Basic Salary

This is a fixed cash sum, payable monthly. Salaries are reviewed annually by the Remuneration Committee in the light of individual peiformance, experience
in the role and market comparisons. Due to Covid-19, the Committee decided to defer the 2020 annual salary review, which is normally carried out at

1 June, until the impact of Covid 19 on trading and market conditions facing the Group could be better understcod. The review was implemented in
Septermber 2020 but backdated to 1 June 2020. A cost of living increase of 19b was awarded at that date to all empioyees although no such award was
made 1o 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 noinciease in the salaries of the Executive Directors for the year ending 31 May 2022,

Annual Bonus

Executive Divectors participate in an annual incentive bonus scheme linked to the actual achievernent of a Group profit before tax target set by the
Committee. Additionally, should that target be achieved, a deduction of 109 is made if the Group Health & Safety target is not achieved. For the year
ended 31 May 2021, the Committee 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 Graup Praperty Director. Bonuses do not count towards the calculation of pension
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Remuneration Report continued

entitement. The bonus target for the financial year ended 31 May 2021 was achieved and accordingly totat bonuses amounting to £931,000 have been
eamed. No bonuses were earned in respect of the financial year ended 31 May 2020. Similas 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 a guaranteed bonus of £40,000 for the year ended
31 May 2020. A similar entitlement applied 1o the year ended 31 May 2021 and the £40,000 forms pait 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 to participate in Long-Term Incentive Plans ("LTIPs"), whereby
shares in the Group are awarded subject to performance criteria. The Board believes that such plans are an impartant element of overall executive
remuneration and assist in aligning the financial interests of Executive Directors 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

tn addition to basic salary, Executive Directors are entitled 1o the following benefits: paid holiday, company car, contributions 1o a personal pension plan
and life assurance, private medical insurance and permanent health insurance. No Directar has benefits under any of the Groug's defined benefit pension
schemes.

Non-Executive Directors’ Remuneration

The Nan-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 31 May 2021 and there is no propasal to increase
them for the year ending 31 May 2022

Directors’ Remuneration for the Year to 31 May 2027 (Audited)

Salary/Fees Bonus Benefits Total Penslon

2021 2020 FFY 2020 o0 2020 2021 2020 2021 2020

£000 €000 E000 £000 £000 £000 £000 £oto <oos £000
Gordon Banham 470 470 470 - 56 53 997 523 1ns na
John Samuel 280 280 280 - 19 19 579 259 42 42
David Anderson 225 225 169 40 17 45 410 30 45 45
Roger McDowell 80 280 - - - - 80 a0 - -
Nige! Halkes 45 45 - - - - 45 45 - -
Christopher Jones 43 7 - - - - 43 7 - -
Nichalas Mills 29 - - - - - 29 - - -
Totat 1,172 1,07 919 40 92 n7 2,183 1,264 205 205
Nates:

David Anderson’s contractincludes a quaranieed bonus of £40,000 for the yearended 31 May 2021.
Christopher lones's emoluments in 2020 represent the period from 1 April 2020 1o 31 May 2020.
Nicholas Mills' emoluments in 2021 represend the period from § September 2020 1o 31 May 2021

Directors’ Service Contracts and Letters of Appointment
The Directors have entered into service agreements and letters of appeintment with the Company and the principai terms are as follows:

Cammencement of 2020/N
Date of [atest agreement Name Pasition periad of office annual salary (£} Notice perlod
3 September 2013 Gordon Banham Group Chief Executive t Qctober 2001 470,442 12 months
2 January 2018 John Samuel Group Finance Qirector 2 January 2018 280000 6 months
14 Novernber 2018 David Anderson Group Property Director 14 Novernber 2018 225000 6 months
11 May 2018 Reger McDowel! 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 Non-Executive Directer 1 April 2020 42,500 n/a
g September 2020 Nichofas Mills Non-Executive Director 9 September 2020 40,600 3 months
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Non-Executive Directors are not genera'ly eligible 1o participate in any incentive plans, share aption schemes or Company pension arrangements and are
not entitled ro any payment in compensatian for any early termination of their appointment although, as a condition of Roger McDowell's appointment,
he was granted LTiPs as set cut below

Directors’ Share Options

No rights to subscribe for shares in Group companies were granted to any of the Directors or their immediate families, or exercised by them, during the
financial year and up 1o the date of this Directors' Report except as indicated below. At 31 May 2021, no Director holds 2ny 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 2019, the Hargreaves Services plc Executive Share Option Schermne (“the Executive Share QOption
Scheme™), was approved by shareholders. The scheme contains performance criteria measuring both the Company's own Total Sharehalder Return over a
three-year period and also measuring its comparative performance against a basket of other listed companies. it is envisaged that awards with a value up
10 50% of a recipient’s base salary will be made annually under the Executive Share Cption Scheme to Executive Directors and other senior management
as determined by the Committee. The following awards were granted in the year ended 31 May 2021:

Director Dateofgrantl Exerclse price No.of options granted Exercise period

Gordan Banham 5 August 2020 10p per share 63927 6 Aug 2023-5 Aug 2025
John Samuet 5 August 2020 10p per share 63927 6 Aug 2023-5 Aug 2025
David Anderson 5 August 2020 10p per share 51370 6 Aug 2023-5 Aug 2025

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

Director Oate of grant Exercise price No. of options granted Exercise period
Gordon 8anharm 13 Decernber 2019 10p per share 48,894 14 Dec 202213 Dec 2024
John Samuel i3 Decernber 2019 10p per share 48,894 14 Dec 2G22-13 Dec 2024

The performance criteria uses the average mid-market closing Shave price for the 21 Trading Days preceding 1 June during the year of the grant of the
Option as a "Base Value” The number of Shares te be acquired on the exercise of an Option is dependent on the Total Sharehclder Return on the third
anniversary of the Oate of Grant (“Strike Date”) calculated by reference 1o the average Share price for the 21 Trading Days preceding the Strike Date,

The performance parameters far Total Shareholder Return is split equally between two parts as follows:

1. 50% of the Option is based upon the Company's performance (the "Company Performance Option”). If the Total Shareholder Return 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 Return 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 is based on a 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
growth of each of the companies in the Peer Group is measured using the average mid-market closing share price of such company for the 21 Trading
Days preceding 1 june during the year of grant of the Option and calculating the growth at the Strike Date by reference to 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 Strike Value) is then ranked in the
*Peer Group TSR List® alengside the growth of the companies in the Peer Group. If the Company:

« s ranked below the median positian of the Peer Groug TSR List, the Peer Group Performance Option lapses and is not exercisable;
is ranked first in the Peer Group TSR List, the Peer Graup Performance Option may be exercised in full; and
is ranked at or abave the median of the Peer Group TSR List but below first, the number of shares in respect of which the Peer Group Performance
Dption may be exercised shall be calculated on a straight line basis from 25% at the median position to 100% for ranking first rounded up to the
nearest whole nurnber of Shares).

No option shail be granted under the Executive Share Option Scheme on any date if, as 2 result, the total number of shares issued or issuzble pursuant to

options and other rights granted under the Executive Share Option Scheme together with any other employee share scheme established by the
Campany on of after Admission, would exceed 10% of the issued ordinary share capital of the Compary 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 plc Share Option Scheme 2019 {"the Share
Optien Schermne 20197). The following awards were granted in the year ended 31 May 201%:

Olrector Date of grant Exercise price No.of optlons granted Exercise peripd

Roger McDowell 30 January 2019 1Gp per share 285,144 31 Jan 2022-30 Jan 2024
Gordon Banham 30 January 2019 10p per share 75.250 31 Jan 2022-30 Jan 2024
John Samuel 30 January 2019 10p per share 75250 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 Scheme 2019 requires a minimum 35% Total Shareholder Return to be achisved over the three-year period ending on 31 July 2021

("the Vesting Period”) fram a base value of £3.515 ("Base Value®) before vesting can commence. 100% vesting would occur at an 85% Total Sharehotder
Return over the above period from the Base Value. The rules of the Share Option Scheme 2019 allow participants to exercise 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 gption lapsas 12 manths following death, whichever date is earlier. No disposal may be made of any shares arising from
the exercise of an option untl five years afier the date of grant other than 1o satisfy any tax liability arising on exercise. The options under the Share Option
Scheme 2019 apse if the minimum performance criterion is not met.

No further options will be granted under the Share Option Scheme 219,

Ordinary shares issued pursuant to either the Executive Share Option Scheme or the Share Option Scheme 2010 shall rank pari passu in all respects with
the ordinary shares already in issue.

Deferred Bonus Scheme

A Deferred Bonus Scheme {"the Deferred Bonus 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 emplayees, neither of whom is a Director. Details are set out in Note 26 to the financial
statements, Additionally, on 1 Qctober 2020, Deferred Bonus Scheme | was implemented when a total of 38,835 options were granted to an employee
who is not a Director.

The Deferred Bonus Scheme was designed to allow awards to be made to Executive Directors and eligible employees in order to attract and retain key
members of staff. Fhe 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 ple 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 Rernuneration Committee Report was appraved by the Board on 27 July 2021 and signed on its behalf by:

Christopher Jones
Chalr 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 preparing the Annual Report and the financial statements in accordance with applicable law and regulation.

Company law requires the directors 1o prepare financial statements for each financial year. Under that law the directors have prepared the group and the
company financial statements in accordan ce with international accounting standards in conformity with the requirements of the Companies Act 2006:

Under company faw, directors must nat 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 intemational accounting standards in conformity with the requirements of the Companies Act 2006 have been followed,
subject 1o any material departures disclosed and explained in the financial statements;

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

- prepare the financial statements on the going concern basis unless itis 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 irregularites.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the group's and company’s transactions
ang disclose with reasonable accuracy at any time the financial position of the group and company and enable them to 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. Legis!ation in the United Kingdom governing the preparation
and dissemination of financial statements may differ from legislation in other jurisdictions.

Directors’ confirmations

The Directors consider that the annual report and accounts, taken as a whole, is fair, balanced and understandable and provides the information
necessary for shareholders 10 assess the group's and company’s position and perfarmance, business madel and strategy.

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

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

« they have taken all the steps that they ought to have taken as a director in order to make themselves aware of any relevant audit infarmation
and to establish that the group’s and company's auditors are aware of that information.

Annual Report and Accounts 2021 3 7



Independent Auditors’ Report
to the members of Hargreaves Services plc

Report on the audit of the financial statements

Opinion

In our opinion, Hargreaves Services plc's group financial staternents 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 prepared in accordance with international accounting standards in conformity with the requirements of the Companles Act 2005; and
have been prepared in accardance 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
Parern Company Balance Sheets as at 31 May 2021; the Consolidated Statement of Profitand Loss and Other Comprehensive Income, the Group and
Parent Company Staterments of Changes ia 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 on Auditing (UK) (1545 (UK)"} and applicable law. Our responsibilities under 1SAs (UK)
are further described in the Auditars’ responsibilities for the audit of the financial statements section of our report. We believe that the audit evidence we
nave obtainad 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 UK,
which includes the FRC's Ethical Standard, as applicable to listed entities, and we have fulfilled our other ethical responsibilities in accerdance with these
requirermnents.

Our audit approach

Overview

Audit scope

The group is structured along four segments being Services, Hargreaves Land, Hargreaves Services Europe 'HSEL with the remaining areas of the group
inciuded 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 (JK) Services Limited were considered significant components,

For further caverage Hargreaves Services ple and Blackwell Earthmoving Limited were included as full scope companents.
Specific audit procedures were performed over certain financial statement line itemns across a further 15 reporting units

Key audit matters
Risk of impairment to assets - investments in subsidiaries and joint ventures {parent cornpany}
Impact of COVID-19 (group and parent company}

Materiality
Overall group materiality: £2,050,000 (2020: £2,198,000) based on 1% of revenue.
Qverall parent company materiality: £1,200,000{2020: £1,453,000) based on 1% of total assets.
Peiformance materiality: £1,537,500 (group) and £300,000 (parent campany).

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

Key audit matters

Key audit mateers are those matters that, in the auditars’ professionat 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
those which had the greatest effect on: the overall audit strategy; the allocation of resources in the audit; and directing the efforts of the engagement
tearn These matters, and any comments we make on the results of our procedures thereon, were addressed in the conrtext of our audit of the financial
statements as a 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 ali risks identified by our audit.
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Contracting risk within C.A Blackwell (Contracts) Limited and risk of impairment to goodwill and intangible assets, which were key audit matters last year,
are no longer included because of the settlement of legacy contracts during the year, 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 audis matters below are consistent

with last year,

Key audit matter

How our audit addressed the key audit matter

Risk of impairenent 1o assels - nvestments in subsidiaries and joint ventures
(parent company)

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

in associates and joint ventures) {2020: £34.9 million). A total impairment
of £91 million has been recarded by management in the current year in

respect of investrent balances within Hargreaves Services plc. 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 or not these non-current assets are
impaired involves subjective judgements and estimates about the future
results and cash flows of the business.

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

("CGUs") and their carrying value to determine whether there is a potentiak

impairment of the investments relaling to those CGUs.

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

Hargreaves Services plc is dependent on a number of key assumptions

which include:

« Forecast cash flows for the next five years;

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

« Adiscount rate applied to the model.

See the accounting policies sectian within the financial statements for

disclosure of the related accounting policies, judgements and estimates and
Note 15 for detailed investment disclosures within the financial statements.

We understood and evaluated management's budgeting and forecasting
process. Upon obtaining the parent company’'s iImpairment analysis we
tested the reascnableness 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
impairment to the balance sheet;

We challenged management’s calculated weighted average cost

of capital (WACC) used for discounting future cash flows within the
impairment madel, 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 accepiable

range and as such we built this difference into our procedures and
performed sensitivity analysis to ascertain the impact on the valuation
of investrnents. This only increased the level of headroom in the
impairment model;

We wraced the forecast financial information within the model to

the latest Board approved budget and % year plan and challenged
management 1o provide support 1o corrcborate revenue and margin
assumptions, suppert for capital expenditure and considerad the
accuracy of previous forecasts and we consider that the assumptions
were supported by appropriate evidence,

We performed sensitivity analyses to ascertain the impact of reasonably
possible changes in key assumptions and to quantify the downside
changes needed before 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 cansider these to be appropriate.

We have also considered the impact of which COVID-19 has had on future
cash flows for each CGU with further detail on procedures peiformed
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 10 he acceptable, We also considered the disclosures made
within the financial staternents and considered these to be appropriate.
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Independent Auditors’ Report continued

Key audit matter How our audit addressed the key auditmatter

Impact of COVID-19 (group and parent comparny) in assessing management's consideration of the potential impact

) of COVID-19, we undertook the following procedures:
COVID-19 was declared a global pandemic by the World Health - We obtained and assessed management’s board report that details

Organisation on_H March 2020 and the on-gping fesponse is having an the group's assessment and canclusion with respect ta their ahility
unprecedented impact on the economy which was considered as part of 1o continue as a going concern;
the audit. - We evaluated the historical accuracy of the budgeting process to assess
Because of its significance 1o the financial statements and to our audit, we  the reliability of the data;
determined that management’s consideration of the potential impact of - We evaluated management’s board approved base case forecast and
COVID-19 on going concern Is a key audit matter. COVID-19 downside scenarios, and challenged the adequacy and

) o _ approgriateness of the underlying assumptions, including the level and
In refation to the group's going concern assessment, the Directors have period of reduction in revenue and timing of significant cash receipts,
prepared a ‘base case’ cash flow forecast for the peniod to 30 November and confirmed management’s mitigating actions are within their
2022 reflecting what they believe the impact of the CGVID-19 pandemic contiol and can he taken on 2 timely basis if needed;
to be on future cash flows. - We reviewed the forecasted divisional revenue streams and margins,

making comparisons with FY21 actuals to ensure they are appropriate
and accurately feed into the forecast model;

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 chatlenged

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

These scenarios included a severe but plausible reduction within 3 key management (e run further downside scenarios in order to assess the

divisional revenue streams over the course of the forecast period and possible impact on future cash flows;

includes the deferral of significant cash receipts across the group and + We reviewed the disclosures included within the Annual Report and

also includes mitigating factors such as the option to suspend the final consider these to be appropriate; and

dividend payment, the deferral of staff pay increases and bonuses and - We are satisfied that appropriate financing is in place to support the

the deferral of a number of land prajecrs. gaing concern assumption. The group has total cash on hand of £28.3m
at year end.

Our conclusion in respect of going concern is included in the *Conclusions
related 1o gaing concern” section below.

We have reviewed management's disclosures in the financial staterments in
relation to COVID-19 and are satisfied that they are consistent with the sisks
affecting the group, their imnpact assessment and the procedures that we
have performed

How we tai'ored the audit scope
We tailored the scope of our audit 10 ensure that we performed enough work 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 2nd controls, and the industry in which they operate.

The group is structured 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 consolidation of the 111 reporting 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 DX Recyciing 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 performed by the component team. Our involvement in their audit process, including attending component
clearance meetings, review of their reporting results and their supporting working papers, tagether with the additional procedures performed at group
level, gave us the evidence required for gur opinion on the financial statements as a whole.

Given the significance of the components t the group's revenue, Hargreaves Industrial Services Limited, and the bulk haulage and minerals divisions of
Hargreaves (LK) Serviges Limited were considered 3 significant components. For further coverage Hargreaves Services plc and Blackwell Earthmoving
Limited were included as 2 full scape components

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

As a result of this scoping we obtained coverage over £169.2 million (83%) of the group's external revenues.
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Materiality

The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds for materiality. These, together with
qualitative considerations, helped us to determine the scope of our 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, both individually and in aggregate on the financial
statements as a whole.

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows: .
Financial statements - group Financial statements - parent company

Qverail materiality £2,050,000 (2020- £2,198,000) £1,200,000 (2020: £1,453,000}.

How we determinedit 1% of revenue 196 of total assets

Rationae for Based on the benchmarks used In the annual report, we consider  We believe that total assets are considered to be appropriate

benchmork applied  total revenue to be the most appropriate benchmark as it provides a5 1tis not a profit oriented company. The parent company
' a more stable measure year on year than group profit before tax. s 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 that is less than our overail group materiality. The range of materiality
allocated across components was between £598,000 and £1,844,000. Certain components were audited 1o a local statutory audit materiality that was also
less than our overall group matedality.

We use performance materiahty o reduce te an appropriztely low level the probability that the aggregate of uncorrected and undetected misstatements
exceeds overall materiality. Specifically, we use performance materiality in determining the scope of our audit and the nature and extent of our testing of
account balances, classes of transactions and disclosures, for example in determining sample sizes. Our performance materiality was 75% of overall
materiality, amounting to £1,537,500 for the group financial 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 assessment and aggregation risk and
the effectiveness of controls - and concleded that an amount at the upper end of our normal range was appropriate.

We agreed with those charged with governance that we would report to them misstatements identified during our audit above £102,500 {group audit)
{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 qualitative reasons.

Conclusions relating to going concern
Qur evaluation of the directors’ assessment of the group's and the parent company's ability 1o continue to adopt the going concern basis of accounting

included:
- We obrained and assessed management’s board report that details the group's assessment and conclusion with respect ta their ability to continue

as a going concern;

+ We evaluated the historical accuracy of the budgeting pracess o assess the reliability of the data;

»  We evaluated 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 cf 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 composition
of costs at a divisional level within the forecasts to ensure they were prepared on a consistent 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 actuals 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 scenarios in order to assess the possible
impact on future cash flows; and

« We reviewed the disclosures included within the Annual Report and considter these to be appropsiate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or cenditions 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 concluded that the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is appropriate.

However, because not all futuse events or conditions can be predicted, this conclusion is not a guarantee as to the group's and the parent company’s
ability to continue as a going concern.

Qur responsibitities and the responsibilities of the directors with respect 10 going concern are described in the relevant sections of this report.
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Independent Auditors’ Report continued

Reporting on other information

The ather information comprises all of the information in the Annual Report other than the financial staternents and our auditors’ report theraon, The directers
are responsible for the other information. Our opinion on the financial statements dces not cover the other information and, accordingly, we do nok
express an audit epinion or, except to the extent otherwise explicitly stated in this report, any form cf assurance thereon.

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

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

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

With respect to the Strategic report and Directors’ Report, we also considered whether the disclosures required y 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 cur 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 statements an¢ has been prepared in accordance with applicable legal requirements.

In iight of the knowledge and understanding of the group and parent company and their environment cbiaired in the course of the audit, we did nat
identify any material misstatements in the Strategic report and Directors’ Report,

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Qirectors’ Responsibilities in Respect of the Annual Report and the Financial Statements, the directors are
responsible for the preparation of the financial statements in accordance with the applicable framework and for being satisfied that they give a true and
fair view. The directors are also responsible for such internal control as they determine is necessary to enable the preparation of financial staternents that
are free from matenial misstatement, whether due to fraud or error.

in preparing the financial staterments, the directors are responsibie for assessing the group’s and the parent company's abiility to continue as a going
concern, disclosing, as applicable, matters related to gaing cencern and using the going concern basis of accounting unless the directors either intend
to liquidate the group or the parent comparny or to cease operations, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are 1o ohiain reasonable assurance about whether the financial statements as a whole are free from material misstaternent, whether due
to fraud or error, and to issue an auditors” report that includes our opinion. Reasonable assurance is 2 high level of assurance, but is not a guarantee that
an audit conducted in accordance with (SAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are gensidered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our tesponsibilities, outlined
above, to detect material misstatements in respect of iregularities, including fraud The extent to which our procedures are capable of detecting
irregularities, including fraud, is detailed below.

Based on our understanding of the group and industry, we identified that the principal risks of non-compliance with laws 2nd regulations related to AIM

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

might have a material effect on the financial statements. We also considered those laws and regulations that have a 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 inagpropriate journal entries 1o

the statement of profit and loss and other compiehensive 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 grocedures in response to such

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

- Inquiry of management and those charged with governance around actual and potential litigation claims;

- Review minutes of meetings of those charged with governance;

- Reviewing financial statement disclosures and testing to supporting documentation to assess compliance with applicable laws and regulations;

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

- Identifying 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 cancern;

+  Reviewing the internal audit reports.
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There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances of non-compliance with laws
and regutations that are not closely related to events and transactions reflected in the financial statements. Also, the risk of not detecting a material
misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate concealment by, for example,
forgery or intentional misrepresentations, or thiough callusion.

Our audit testing might include testing complete populations of certain transactions and balances, possibly using data auditing techniques. However, it
typically invalves selecting a limited number of items for testing, rather than testing complete populations. We will aften seek to target particulas iterns
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.

A further description of our responsibilities for the audit of the financial statements is located on the FRCs website at: www.frie.org.uk/
auditorsrespansibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinians, 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 no other purpose. We do not, in giving these opinions, accept or assume responsibility for ary other purpose or to any
other person to wham this report is shown or inta 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 explanations we require for cur audit; oz

- 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 law are not made; or

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

We have no exceptions ta report arising from this responsibitity.

Nicholas Cook (Senior Statutory Auditar)

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

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

pLir 3} 2020

Continuing operations Note £000 £000
Revenue 2 204,796 222,242
Costof sales (181,453) (199,385)
Gross profit 23,343 22,857
Other operating income 3 3. 5288
Administrative expenses (29.234) (26,840)
Operating (loss)/profit (2,070) 1,305

Analysed as:

QOperating profit {before exceptional items and impairment charges) 4,751 4,563

Exceptional items 5 (2,186) {1,683}

impairment of intangible assets 14 {4,635) {1,575}

Operating (loss)/profit (2,070) 1,305
Finance income 8 646 845
Finance expenses 8 {1,882) (2134}
Share of profit in joint ventures (net of tax) 15 17,680 2135
Profit before tax 14,374 215
Taxation 9 2,032 4119
Prolfit for the year from continuing operations 16,406 4,270
Other comprehensive (expense)/income
Htems that will not be reclassified te profit or loss
Remeasurements of defined benefit pension schermes 25 1,956 (1.i29)
Tax recognised on items that will not be redassified to profit or loss g 319) 283
tterns that are or may be reclassified subsequently to profit or loss
Foreign exchange translation differences (1,806) 356
Equity adjustment relating to adoption of IFRS 16 - {161}
Effective portion of changes in fair value of cash flow hedges 136 83
Tax recognised on items that are or may be reclassified subsequently 1o profit or loss 9 28) {an
Other comprehensive expense for the year, net of tax {58) {569}
Total comprehensive income for the year 16,348 3704
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2021 2020
Nata £000 €000

Profit/(loss) attributable to:
Equity holders of the Company 16,426 4315
Non-controlling interest (20) (45)
Profitfor the year 16,406 4270
Total comprehensive income/{expense) attributable to:
Equity holders of the Company 16,368 3,746
Non-contsolling interest (20) (45)
Total comprehensive income for the year 16,348 370
Basic earnings per share (pence} 10 50.84 13.40
Diluted earnings per share (pence) 10 49.38 131
Non-GAAP Measuras
Basic underlying earnings per share from continuing operaticns (pence)* 10 70.66 19.87
Diluted underlying earnings per share from continuing operations {(pence)® 10 68.64 19.44
*  See Alternarive Performance Measures Glossary on page 35.
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Group and Parent Company Balance Sheets

at 31 May

Group Company
wnn 2028 202t 1020
Note £000 €000 £000 £080
Non-current assets
Property, plant and equipment 1 13,806 15,561 - -
Right-of-use assets 12 13,776 15,845 - -
Investment property 13 7,607 2246 - -
Intangible assets including goodwill 14 4,824 9418 - -
lrwestments in joint ventures 15 Nn,187 14,093 4,984 4984
Investments in subsidiary undertakings 15 - - 21,009 29,940
Deferred tax assets 18 10,084 8,332 - -
Retirement benefit surplus 25 2,91 - - -
84,195 72,465 25,993 34924
Current assets
Other financial assets 16 2 65 2 -
Inventorizs 19 27168 654,009 - -
Trade and other receivables 20 78,260 71316 77,680 130,239
Income tax asset 59 8 - -
Contract assets 21 1,720 11,456 - -
Cash and cash equivalents 22 28,303 18,499 18,591 -
135,512 165,353 95,273 130,239
Total assets 219,707 237818 122,266 165,163
Non-current liabilities
Other interesi-bearing toans and borrowings 23 (8.586) (8437 - -
Retirement benefit obfigations 25 {2,867) (3.768) - -
Provisions 27 (2,495) (1,679 - -
{13,948) {(14.884) - -
Current liabilities
Other interest-bearing loans and borrowings 23 (3179) (37186) - (34,348)
Trade and other payables Pz} (53,339) (43,362 (25,265) (22,754)
Provisions 7 (4,907} (12,088) - (1,000
income tax liability - - (382 (568)
Orher financial fiabilities 17 {43} (243) - -
{61,463) (92,879) [(25,647) (58.658)
Total liabilities {75,411) (1G7,763) {25,647) (58,668)
Net assats 144,296 130,035 95,618 106,495
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Group Campany
2021 2020 2021 2020
Note £00D E0DQ EODO £000
Equity attributable to equity holders of the Parent
Share capital 28 1,314 3314 3,314 3134
Share prermium 28 73,955 73955 73,955 73,955
Other reserves 28 211 n - -
Translation reserve 28 (2,132) (326) - -
Merger reserve 28 1,022 1,022 1,022 1,022
Hedging reserve 28 285 174 2 -
{apital redemption reserve 28 1,530 1,530 1,530 1530
Share-based payment reserve 28 1,680 1,462 1,680 1,462
Retained earnings® 64,40 48,703 15,116 25212
144,306 130045 96,619 106,495
Non-controlling interest {10) 10 - -
Total equity 144,296 130,055 96,619 106,495
*  The Cosmpany’s loss for the year was £7.8m (2020: profitof £3.0m)
The notes on pages 52 to 94 form an integral past of these financial statements.
These financial statements on pages 52 o 94 were approved by the Board of Directors an 27 July 2021 and were signed on its behalf by:
Gordon Banham /
Directar .
Registered number: 4952865
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Group and Parent Company Statements of Changes in Equity
for year ended 31 May 2021

Share-

Capital based Toral Non-
Shary Share Translatlon  Hedglng Other redemption Merger  payment  Retalned Parant contsolling Total
capltal  premium reserve reserve ragarves reserve reserve reserve earings aquity Interest equity
Group {Note 28 £000 E000 £000 £aoo £000 £000 £000 £000 £000 £oop €000 E000
At 1 June 2019 3314 73955 692) 102 21 1,53¢ 1,022 1039 45841 127422 55 127477
Total comprehensive
income/(expense)
forthe year
Profit/(foss) for the year - - - - - - - - 4315 4315 45y 4270
Other comprehensive
income/(expense}

Foreign exchange translation

differences - - 366 - - - - - - 366 - 366
Effective portion of changes

in fair value of cash flow

hedges - - - 83 - - - - - 83 - a3
Equity adjustment relating to

adoption of IFRS 16* - - - -~ - - - - (161) (161) - {61}
Remeasurements of defined

benefit pension schermes - - - - - - - - (1,029 (1,129 - {1,129
Tax recognised on other .

comprehensive income - - - (1) - - - - 293 272 - 272

Total other comprehensive
income/(expense) - - 366 72 - - - - (1007 {56%) - (568}

Total comprehensive income/
(expense) for the year - - 366 72 - - - - 3308 3,748 a5) 3700

Transactions with owners
recorded directly in

equity
Equity-settled share-based

payment fransactions - - - - - - - 323 - 323 - 323
Gividends paid - - - - - - - - {1,446) (1446) - (1.446)
Total contributions by and

distributions o owners - - - - - ~ - 323 (1446)  (1123) - {23
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 Total Non-
Share Share Translation Hedging Other redemption Merger  payment  Rewined Parent controlling Total
capital  premium reserve reserve  reserves reserye reserye reserve  earnings equity interest equity®
Group {Note 28) €000 £000 £000 €000 £000 £000 £000 £000 £000 £000 £000 £000
AT June 2020 3,319 73,955 (326) 174 a1 1,530 1,022 1,462 48,703 130,045 10 130,055
Total comprehensive
income/lexpense}
forthe year
Profit/loss) for the year - - - - - - - - 16426 16426 (200 165406
Qther comprehensive
Income/(expense)
Foreign exchange translation
differences - - (1,809) - - - - - - {1,808) - {1,806
Effective portion of changes
in fair value of cash flow
hedges - - - 136 - - - - - 136 - 136
Remeasurements of defined
benefit pension schemes - - - - - - - - 1956 1956 - 1956
Tax recognised on other
comprehensive income - - - (25) - - - - 319) (344) - (344)
Total other comprehensive
income/(expense) - - (1.808) A1 - - - - 1,637 (58) - {58)
Total comprehensive income/
{expense) for the year - - {1,808) it - - - - 18063 16,368 (20) 16348
Transactions with owners
recorded directly in
equity
Equity-settled share-based
payment transactions - - - - - - - 218 - 218 - 8
Dividends paid - - - - - - - - {2325 (2323) - (2325
Total contributions by and
distributions (o awneis - - - - - - - 218 (2325  (2.107) - (2,307)
At 31 May 2021 3,314 73,955 (2332 285 amn 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-based
Share Share Hedglng redemption Herger payment Retained  Tofd( Parent
capltal premium reserve reserve reserve raserve earnings equity
Campany (Note 28} £000 £000 EQ00 [111] EDOQ Eoon £000 €000
ALl June 2019 334 73955 - 1,530 1022 1139 23627 104,587
Total comprehensive income for the year
Profit for the year - - - - - - 303 300
Total comprehensive income for the year - - - - - - 303 303
Transactions with owners recorded directly
in equity
Equity-settled share-based payment transactions - - - - - 33 - 323
Dividends paid - - - - - - (1,446) (1446}
Total contributions by and distributions to owners - - - - - 323 (1,446) {1,123)
At 3t May 2020 and 1 June 2020 3,314 73,955 - 1,530 1,022 1,462 25212 105,495
Total comprehensive (expense) for the year
Loss for the year - - - - - - (7777} (7771)
Other comprehensive income
Effective portion of changes in fait valye of cash
flow hedges - - 2 - - - - 2
Total other comprehensive income for the year - - 2 - - - - 2
Tokal comprehensive income/(expense)
for the year - - 2 - - - (277 (7.769)
Transactions with owners recarded directly
{n equity
Equity-settled share-based payment transactions - - - - - 218 - 218
Dividends paid - - - - - - {2,325) (2,325)
Total contributions by and distributions to owners - - - - - 218 (2,325) (2,107
At 31 May 2021 3,314 73,955 2 1,530 1,022 1,680 15,116 96,619
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Group and Parent Company Cash Flow Statements

for year ended 31 May 2021

3. Financial Statements

Group Company
2021 020 2021 2020
Nate £000 £000 £000 £000
Cash flows from operating activities
Profit/(loss) for the year from continuing operations 16,406 4,270 (7.771) 303
Adjustments for:
Depreciation and impairment of property, plant and equipment
and right-of-use assets n 12 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 profit in joint ventures {net of tax) 15 {17,680) (2,139 -
impairment of investment in subsidiaries 15 - - 9,149 20N
Profit on sale of property, plant and equipment, investment
property and right-of-use assets 3 {(3,667) (2,851) - -
Equity-settled share-based payment expenses 26 218 323 - -
Incorne tax (credit)/expense 9 [2,032) {2119 175 507
Contributions to defined benefit pension schemes 25 [2.039) {1,858) - -
3,639 172,799 2,59 6468
Change in inventories 36,841 (15969 - -
Change in trade and other receivables 2,012 12611 52,559 (16,138)
Change i Liade and other payables 9,268 (22,863 2,51 3,792
Change in provisions and employee benefits (5,212) 2,740 {1,000) 1,000
' 46,548 (5:682) 56,661 (4.878)
Interest paid (1,194) {1,104} (1,038) (782)
Income tax paid 27) 272} (361) (552)
Net cash inflow/{outflow) from operating activities 45,227 (7,058) 55,262 6.212)
Cash flows from investing activities
Praceeds from sate of property, plant and equipment 3125 8717 - -
Proceeds from sate of investment property 5,080 2045 - -
Praceeds from sate of right of use assets 753 1410 - -
Acquisition of property, plant and equipment {2,727) 2728 - -
Acquisition of investment praperty (390) (324 - -
Net cash inflow from investing activities 5,801 9120 - -
Cash flows from financing activities
Principal elements of lease payments 23 (5,085) 8.769) - -
Dividends paid 28 (2,325} (1,446) (2,325) (1.448)
(Repayment of Wproceeds from Group barnking facillties 23 {32,000) 5,000 (32,000) 5000
Net cash (outflow)inflow from financing activities (40,410) (5215) (34,325) 3554
Net increase/(decrease) in cash and cash eguivalents 10,618 (3.153) 20,937 {2,658}
Cash and cash equivalents at | June 18,499 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 18,591 (2.346)

The line items for ‘Proceeds from sale of property, plant and equipment’, Proceeds from saie of invesiment property,, ‘Froceeds from sale of right of use assets,
Acquisition of property. plant and equipment’ ond Acquisition ofinvestment property’ within cash fiows from investing octivities have been represented for 2020
in order to present the cash flaws on a gross basis as is required by 1AS 7 This has no impact 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, domiciled and registerad in Engtand, UK.

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

Both the Pasent Company financial staternents 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 Lomparies Act 2UU6. In publishing the #arent Company financlal
statements together with the Group financial statements, the Company is taking advantage of the exemption in 5408 of the Companies Act 2006 not to
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 accaunting policies set out below have, unless otherwise stated, been appled corsistently to all periods presented in these consolidated financial statements.

Accounting Estimates Involving Judgements

The preparation of financial statements requires the Directors ta make judgements, estimates and assumpltions that may affect the application of
accounting policies and the reported amounts of assets and fiabilities, and income and axpenses. The estimates and associsted assumptions are based
on historical experience and various other factors that are belleved to be reasonable under the circumstances, the results of which form the basis of
making the judgements about carrying values of assers 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 affect the financial
statements are:

a) Construction Cantract Revenue

IFRS 15, Revenue from Cantracts with Custarners, applies to all revenue recognition, "Construction Contracts”, insofar as the Group carries aut
construction contracts in its Services business and represents a key area of judgement. Management must assess the performance abligations under
each contract and the point at which those obligations have been fulfitled, allocating the transaction price as necessary 1@ each obligation. The estimates
and judgements which management must carry Out to assess the tolal expected costs on a contract remain necessary under IFRS 15. The Group has
contvol and review procedures in place to monitor, and evaluate, regularly, the estimates being made to ensure that they are consistent and approgriate.
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 particulas, management makes judgements on the expected recoverability of value recorded in respect of perforrance
obligations which have been completed but not yet agreed with the customer and on the likelihood of the entitlement 1o 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 matenial
changes 12 expected financial outcomes. Construction contract revenue in the year ended 31 May 2021 was £69m (2020: £15.7m).

b} Restoration Costs
In accordance with 1AS 37 *Provisions, Contingent Liatyilities and Contingent Assets” the Board makes pravisions 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 abligations for site restoration, The restoration provisions, which are set out in Nate 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 flows,
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 associated cash flows. Such expectations are based on existing planning requitements and management’s
future developrnent plans which may give rise to a constructive obligation. The carrying value of restoration provisions at 31 May 2021 is £2.5m (2020: £59m).

c) Contract Provision

The Group has made provisions against contract assets and potential cantract liabilities which require judgements to be made regarding recoverable
amounts and reasonably possible costs which may be incurred. The nature of these items are such that their timing and guzntum is unceriain and so the
Directars have made judgements based upon the facts as they are known at the datz of this report. The view has been taken that all of these items could
potentially occur within the next 12 menths and so all of the pravision has been classified as current. The carrying value of contract grovisions at 31 May
2021 is £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
assat/liability in respect of the defined benefit schemes. The actuaries make assumptions as to discount rates, salary escalations, net interest on scheme
assets/liabilities, future pension increases, mortality rates applicable to members and future rates of inflation. These assumpticns are made under the
Board's direction The 8oard 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 experience of the schemes is different from the assumptions used, then the pension
asset/lability may differ from that shown in these financial statements. More information is given in Note 25 to these financial statements. The impact
of the equalisation of Guaranteed Minimum Pensions has been assessed to be negiigible. The net surplus of the defined benefit schemes in the balance
sheetat 31 May 202) is £0.0m {2020: £3.8m deficit)
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1 2. 3. Financial $tatements

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

In accordance with |AS 36 "Impairment of Assets”, the Board identifies appropriate CGUs and the allocation of goodwill to these units. The assessment

of impairment involves assumptions an the estimated future operating cash flows friom these (GUs, the discount rate applied in the calculations and

the comparison of the cash flows to the carrying value of the goadwill. These are key areas of judgerment and include significant accounting estimates.

Management has assessed the sensitivity of carrying amounts of CGUs containing gocedwili to reasonably possible changes in key assumptions. More

information on the assumptions used and the sensitivities applied are set out in Note 14 to these financial statements. Freehold property assets, inctuding

investment properties and properties held for development and resale are recorded at the lower 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 relevant.

An assessment is made regarding the recaverability of intra-Group balances on a regular Dasis. This assessment inciudes, but is not restricted to, a review

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

Accounting Judgements

) Treatment of the Jointly controlled entity

Management have considered the level of control of each of the Group's individual Joint Venture arrangements 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 mine in South 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 Board of each investing
party and the ownership of voting rights is split 50:50 between both parties.

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

sugar, limestone, insulation, refractory and ceramic industries. HRMS has worldwide expertise in raw matenial 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, creates an ideal platform for HAMS to compete in the supply of speciality mineral products in Europe. The Group is entitled to 86% of
the profits of HRMS, however the Group does not exert control aver the business The Group holds 49% of the voting tights in HSEL, with the remainder
being held by the HRMS management team. One of the four Directors is appointed by the Group. The Group does not have the power to change these
arrangements. A sharehalder 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 to an arderly 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 joint venture.

On 10 Oecember 2019, HRMS acquired 94.9% of DK Recycling und Roheisen GmbH (‘DK’} from DK Heldings GmbM, The acquisition cost was €1. By virtue
of its shareholder agreement with HRMS, the Group is effectively enttled to 81.6% of the profits of DK, however the Group does noi exert contrel over
that business

Waystone Hargreaves Land LLP (the Unity JV) is 2 material joint venture between the Group and a third party. The purpose of this joint venture is 1o
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 V.
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 historical cost basis except that derivative financial instruments and financial instrurnents classified as fair
value through the Staternent of Profit and Loss or as available for sale are stated at thew fair value.

Impactof Covid-19

The Group has not seen a significant impact on (ts trading and results for the year ended 31 May 2021 as a resuit of Covid-19. The Group continues to
manitor the situation closely but the Board does not currently consider Cavid-19 to be a material 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 to affect its future development performance and position are set out in the Operating
Review. The financial positicn of the Grouwp, its cash flows, liquidity position and borrowing facilities are described in the Financial Review. In addition,
Note 29 to the financial statements inciudes: the Group's objectives, policies and processes for managing its capital, its financial risk management
objectives; details of its financial insiruments 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 withaut utilising the invoice discounting facility
Mitigating strategles to these sensitivities considered by the Beard 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 Accounts

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 controlled by the Group. The Group controls 2n entity when itis exposed to, or has rights to, variable returns from its invelvement
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 control is ransferred to the acquirer. The financial
statements of subsidiaries are included in the consolidated financial statements from the date that control commences until the date that control ceases.
Losses applicable 1o the nan-contrelling interests in a subsidiary are allocated ta the non-controlling interests even if doing so causes the non-centrolling
interasts to have 2 deficit balance.

Change in Subsidiary Ownership and Loss of Control

Changes in the Group's interestin a subsidiary that do not result in a loss of contral are accounted for as equity ransactions. Where the Group loses
control of a subsidiary, the assets and liabilities are derecognised along with any related non-controlling interest and other components of equity.
Ay resulting gain or loss is recognised in profit or loss. Any interest retained in the farmer subsidiary is measuied at fair value when control is lost.

Application of the Equity Method to Joint Ventures

Joint ventures are accounted for using the equity method {equity accounted investees) and ase initially recognised at cost, of fair value where cost is
lower than fair value at acquisition. The Graup's investment incledes goadwill identified on acquisition, net of any accumulated impairment losses. The
consolidated financial statements include the Group's share of the total comprehensive income and equity movernents of equity accounted investees,
from the date that significant influence or joint control commences, until the date that significant influence o joint control ceases. When the Group's
share of losses exceeds its interest in an equity accounted investee, the Group's carrying amount is reduced to £nil and recognition of further losses

is discontinued except 1o the exient 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 arising from intra-Group transactions, are efiminated. 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 1o 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 veniures are carried at cost less impairment.

Foreign Currency

Transacticns in foreign currencies are translated 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 retranslated to the functional currency
at the foreign exchange rate ruling at that date. Non-monetary assets and liabilities that are measured in terrs of historical cost in a foreign currency

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

The assets and fiabilities of foreign operations are translated into Pounds Sterling, the Group’s presentational currency, at the exchange rates ruling at the
balance sheet date, The revenues and expenses of foreign operations are translated at rates approximating to the foreign exchange rates ruling at the
dates of the transactions. Exchange differences arising from this transiation 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 a foreign operation is disposed of, such that control,
joint contral or significant influence is lost, the entire accumulated amount in the transtation reserve, net of amounts previously attributed 1o non-
controlling intarests, is reclassified to profit or loss as part of the gain or loss an disposal. When the Group disposes of only part of its interest in a subsidiary
that includes a foreign operation while sull retaining control, the refevant proportion of the accumulated amount is reattributed to non-contralling
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 meet the following

two conditions: .

- they include no contractual obligations upen the Group to deliver cash or other financial assets or 1o exchange financial 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 devivative 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 instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the instrument so classified takes the legat
form of the Company's own shares, the amounts preserited 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 both equity and financial liability compenents exists these components are separsted and accounted for
individually under the above policy. The finance cost on the financial liability component is correspondingly higher over the lifee of the instrument,

Finance payments associated with financial liabilities 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.
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Financial Instruments

Financial Assets

Financia! assets classified as "loans and receivables” under 1AS 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 IFR5 9.

The Group classifies financia! assets under the fo'fowing measurement categories:
« Measured at amortised cost (non-derivative financial assets);
- Measured subsequently at fair value through either profit or loss ar comprehensive income.

Non-derivative Financial Assets

Non-derivative financial assets include trade and other receivables and contract assets, as defined by IFRS 15, Neither of these two categorigs contain a
significant financing element and, as such, expected credit losses are measured under IFRS 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 at its fair value plus transaction costs that are directly attributable to the
acquisition of the financiat 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 to manage its exchange rate risk. The Group also uses derivative sale and purchase contracts to
mitigate the risk of fluctuating coal and fuel prices ang exchange rate risk.

Desrvative financial instruments are recognised initially at fair value and are subsequently remeasured 1o fair value at each reparting date and changes
therein are accountad for as described as follows.

Cash Flow Hedges

Where a derivative financial instrurment 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 foreign currency, sale and purchase of commodities), 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 Consalidated 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 accounted for in line with the nature of the hedging arrangement. Derivatives are intended to be
highly effective in mitigating the above risks, and hedge accounting is adopted where the required hedge documentation is in place and the relevant
test witeria are met. Changes in the fair value of any derivative instruments that do not qualify for hedge accounting are recognised immediately in the
Income Statement as part of financing costs. The Group continues to apply IAS 39 for the purposes of hedge accounting as permitted under IFRS S

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 to
determing 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 Staterment. impairment losses recognised in respect of CGUs are allocated first to reduce the carrying amount of any goodwill allocated to CGUs
and then to reduce the carrying amount of the other assets in the unit on a pro rata basis, A CGU is the smallest identifiable group of assets that generates
cash inflows that are largely independent of the cash inflows from other assets or graups of assets.

Intra-Group Financial Instruments

Where the Company enters into financial guarantee coniracks 1o guarantee the indebtedness of ather companies within its Group, 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 guaraniee.

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

Depreciation is charged to the Income Statement 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 foltows:

Freehold buildings - Wwe%pa
Leasehold improvements - 15%pa.

Motor vehicles and plant - 10%to 208 pa.
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 an the same categonsation 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 were disposed in the year ended 31 May 2021.

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

Depreciation methads, 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 develoging 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 o operate the site;

- drilling, pumping, geology and mine design costs; and

- site development and infrastructure casts

This asset is amartised to the statement of comprehensive income an a units of production method. Production is deemed to commence when work
to extract coal from the first production bax cut begins.

Income from incidental ¢coal that is extracted during the devetopment phase Is included within the consolidated statement of comprehensive income
together with the associated direct costs.

Stripping Assat

Dwring the production phase, a non-current “stripping activity asset” is recognised within "Mining assets” to capitalise costs of removing overburden in
order to gain access or improve access to coal deposits; to the extent that future economic benefits are probable, the deposit 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
jts revalued amount less amortisation and impairment. The stripping activity asset is amortised over the units of production of the coal deposit identfied
as being made more accessible as a result of the directly asseciated stripping activity.

Mineral Reserves
Costs associated with the acquisition of mining reserves, such as coal, are referred 1o a3 ‘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 production method.

Lease accounting policy :

The Group has relied upon the exemption under IFRS 16 to exclude the impact of low-value leases and leases that are short-rerm in nature {defined as
leases with a term of 12 months or less). Costs an these leases are recognised on a straight-line basis as an operating expense within the income
statement. All other feases are accounted for in accardance with this palicy,

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 sight to control the use of an identified asset for a
certain petiod of time and whether it obtains substantially all the economic benefits from the use of that asset, in exchange for consideration. The Group
recognises a lease fiability and a correspanding right-of-use asset with respect to all such lease arrangements in which it i5 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 payments made at or before the commencement date, plus any initial direct costs incurred in addition to 2n estimate
of costs to remove or 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 1AS 36 ‘Impalrment of Assets’ to determine whether the asset is impaired and o account for any ioss.

The lease liability is initially measured at the present value of lease payments as cutlined above and is subsequently increased by the interest coston the
lease liability and decreased by lease payments made. Lease payments comprise fixed lease rental payments only with the exception of praperty, which
also includes the asscdiated fixed service charge. Lease liahilities are classified between current and non-current on the balance sheet.

The key estimate applied by management relates 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 lease liabilities. The weighted average rate applied by the Group at transition was 3.7%.

Sub leases

If an underlying asset is re-leased by the Company to a third party and the Company retains the primary obligation under the original lease, the
transaction is deemed 10 be a sublease. The Company continues ta account for the original lease {the head lease) as alessee and accounts for the
sublease as 2 lessor (ntermediate lessor). When the head lease is a short-term lease, the sublease is classified as an operating lease. Otherwise, the
sublease is classified using the classification criteria applicable to Lessor Accounting in IFRS 16 by reference to the tight-of-use asset in the head lease
{and nat the underlying asset of the head lease).

After classification lessor accounting is applied to the sublease.
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wWhere the Group 2lso acts as lessor and substantially all the risks and rewards of ownership have passed to the lessee, the Group derecognises the related
equipment and recognises a receivable for the minimum lease payments discounted at a rate which reflects a constant periodic rate of return over the
life of the lease.

{nvestment Property

Investment propesties are properties which are held either to earn rental income, or far capital appreciation, or far both. Investment properties are stated
at cost less impairment _ Investment properties are not remeasured to fair value at 2ach reporting date, however, a feview for impairment is carried out at
earh repniting date, giving consideration to the fair value of the praperty. An impzirment is recognised when the fair value of the property is lower than
the book value. Land is not depreciated.

All investment properties within the Group cuirently relate to Land.

Investments
Investments in joint ventures and subssidiaries are carried at cost less impairment in the Parent Company accaunts.

Business Combinations

Subject ta the transitional reliefin IFRS 1, all business combinations are accounted for 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 regardless of whether
those rights are separable.

Acquisitions on or After 1 June 2010

For acquisitions on o 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 net recognised amount {generally fair value) of the identifiable assels acquired and Rabilities assumed.

When the excess is negative, a bargain purchase gain is recognised immediately in profit ar loss. Costs related 1o 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 value at the acquisition date. If the contingent constderation is classified as equity, it is not
remeasured, and settlement is accounted for within equity. Otherwise, subseguent changes to the fair value of the contingent consideration are
recognised in profit or loss.

On the acquisition of 2 business, fair values are attributed to the dentifiable assets, liabilities and contingent habilities acquired, reflecting conditions at
the date of acquisition. Adjustments o fair values include those made to bring accounting policies inta line with those of the Group. Provisional fair values
are finalised within 12 months of the business combination date and, where significant, are adjusted by restatement of the comparative periad in which
the acquisition occurred.

On a uansaction-by-transaction basis, the Group elects to measure nen-controlling interests, which have both present ownershig interests and are
entitled 1o a proportionate share of net assets of the acquiree in the event of liquidatian, either at its fair value or at its proportionate interest in the

recognised amount of the identifiable net assets of the acquiree at the acquisition date All other non-controlling interests are measured at thei fait
value at the acquisition date.

Acquisitions Between 1 June 2006 and 1 June 2010

Goodwill arising on acquisitions that have occurred between 1 June 2006 and 1 June 2010 is capitalised and s subject to impairment review, bath annually
and when there are indications the carrying value rmay 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 en acquisitions prior to 1 June 2006 was capitalised and amortised under UK GAAR. This goodwill is carried at the UK GAAP carrying value
at the date of transition to adopted IFRS and is subject fo imgairment reviews as described above.

Acquisitions and Disposals of Non-Controlling interests

Acquisitions and disposals of non-controlling interests that do aot result in a change of control are accounted for as transactions with owners in their
capadity as owners and therefore no goodwill is recognised as a result of such transactions. The adjustments to non-controlling interests are based on a
propartionate amount of the net assets of the subsidiary. Any difference between the price paid or received and the amount by which nan-controlling
interests are adjusted is recognised directly 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

Intangible Assets and Goodwill

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

Qther intangible assets that are acquired by the Group, which have fintte useful economic lives, are stated at cost fess accumuiated amortisation and
accumulated impairment losses. Amontisation is recognised in profit and loss on a siraight-ling 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 thiough sale rather than centinuing use, they
are avallable for immediate sale and the sale is highly probabie within one year.

On initial cassification 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.

Inventaries

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

Properties Held for Development and Resale

Properties held far 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 cantinuing use within the Group. These assets are not available for immediate sale and will be
subject to further development before being available far sale. Properties held for development and resale are shown in the financial staterents at the
lawer of cost and net realisable value. Cost represents the acquisition price including legal and other professional costs associated with the acguisition
together with subsequent development costs net of amounts transferred to cast of szles. Net realisable value is the expected net sales proceeds of the
developed property.

Cash and Cash Equivalents
Cash and cash equivalents comprise 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 non-interesi-bearing and are recagnised initially at fair value. Subsequent to initial recognition they are measured at
amortised cost using the effective interest method.

Iriterest-Bearing Borrowings
Interest-bearing borrowings are recognised initially at fair vafue less attributable transactions costs, Subsequent 1o initial recognition, interest-bearing
borrowings are stated at amortised cost using the effective interest method.

Reversals of impairment

An impairment loss in respect of goodwill is not reversed n respect of other assets, an impairment loss s reversed when there is an indication that the
impairment loss may no longer exist and there has been a change in the estimates used to determine the recoverable amount. An impairment loss is
reversed only to the extent that the asset’s carrying amournt 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 acquisiticn of Maltby Colliery Limited on 26 February 2007, the Group operates a concessionary fuel retirement benefit scheme, In addition,
following the acguisition 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 separatzly from those of the Group.

The retirement benefit scheme liabilities are calculated by a qualified actuary using the projected unit method. The congessionary fuet retirement benefit
schemes are unfunded retirement benefits and as such there are no assets in the schemes. The retirement benefit deficits are recegnised in full, the
movement in the scheme deficits is split between operating charges, finance items and, in other compiehensive income, remeasuremnent gains and losses.

The defined benefit peasion schemes are funded reticernent benefit schemes. Pension scheme assets are measured using market values, Pension scheme
liabilities are measured using a projected unit method and discounted at the current rate of return on a high-quality corporate bond of equivalent term
and currency to the liakility, The pension scheme surplus {to the extent that it is recoverable) or deficit is recogmised in full. The movement in the scheme
surplus/deficit is split between aperating charges, finance items and, in ather compieheansive income, remeasurement gains and losses.
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Defined Contribution Pension Plans

The Group operates a Group defined contribution personal pension scheme. The assets of the scherme are held separately from those of the Group in
anindependently administered fund. The amount charged against profits reprasents the contributions payable to the scheme in respect of the financial
period. Obligations for contributions to defined contribution pension plans are recagnised as an expense in the Income Statement as incurred.

Share-Based Payment Transactions

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

a carresponding increase in equity, The fair value is measured at grant date and spread over the period during which the employees become
unconditionally entitled to the aptions. The fair value of the options granted is measured using an option valuation madel, taking intc account the terms
and conditions 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 1o be met, such that the amount ultimately recognised as an expense is based
on the number of share options that do not 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 employees of its subsidiaries it recognises, tn its individual financia!
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 comesponding credit being recognised directly in equity.

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

Exceptional items

Exceptional items are defined as items of income and expenditure which are material and non-routine in natyre 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 exceptiona!
conlinues 1o be classified as exceptional.

Revenue

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

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

to be recovered. Revenue is only recognised 10 the extent that it is highly probable that a significant reversal in a future period will not occur. When an
amendment 10 an existing contract arises, the Group reviews the nature of the modification and whether or not it refiects a separate or new performance
abligation ta be satisfied, or whether it is an amendment to an existing peiformance obligation.

Revenue is measured excluding value added 1ax, for goods and services supplied to external customers in line with the fulfilment of contractual
perfarmance obfigations. All directly attributable expenses in respect of goods supplied and services provided are recognised 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 to the customer and payment by the customer exceeds one year. As 2 consequence, the Group does not adjust its transaction price for the time
value of money.

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

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
50ld 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 rmet.

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

Services

Revenue is recagnised over time 2s contractual performance obligations are fulfilled. A proportion of sales are subject to long-term contracts, typically on

a cost-plus or similar basis. Typicatly, these contracts take the form of a continuing performance obligation, The revenue and profit on such contractsis
recognised (and invoiced) using the input rethod of measuring progress on completion of the performance obligation. Profit is recognised in line with the
recognition of revenue allacating costs to each separate performance obligation as appropriate. Any losses on contracts are recagnised in full immediately.
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1 Accounting Policies continued

Construction Contract Revenue

When the outcome of Individuat contracts can be estimated reliably, contract revenue and costs are recogrised as revenue and expenses respectively
over time by reference 1o the fulklment of performance obligations using the input methed of estimating progress of delivery at the reporting date.
Costs are recognised as incurred, and revenue Js recagnised using the input method. The stage of completion of a contraci is assessed by reference to
completion of a physical proportion of the contract work, Revenue includes the initial amount agreed in the contract plus any variations in contracted
work, to the exient 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 onthe expected
value or most likely amaunt only to the extent that itis highly probable that there will not be a significant reversal in the amount of cumulative 1evenue
recognised. Pravisian is made for all known or expected losses on contracts as soon as they are foreseen. These provisions are reviewed throughout the
contract fife and are adjusted as required. Howaver, the nature of the risks on contracts are such that is often nat possible 1 resolve them untit the end
of the cantract and therefore the provisions may not reverse untd the contract is concluded.

Government Grants

Government grants are recognised at their fal 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 to costs are deferred and recognised in the income statement over the pericd 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 unfulfilled conditions and other
cantingencies attaching ta the government 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 reducticn 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 amounts for which the Group has an unconditional right to consideration in respect of unbilled revenue recognised at the

balance sheet date and comprises costs incurred plus atiributable margin

Contract Liabilities
Contract liabilities represent the obligation to transfer goods or services to a customer 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 Jeases 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 loss 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 assetMiability.

Interest income and interest payable is recognised in the Income 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 of joss for the period comprises both current and deferred tax. Tax is recognised in the Income Statement except to the extent that it

selates [o 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 balance sheet date,
and any adjustment t 1ax payable in respect of previous years.

Deferred 1ax is provided on temporary differences between the carrying amounts of assets and fiabilities 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 carrying
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 Initial recognition of goodwill, the initial recognition of assets or liabilities that affect neither
accounting nor taxable profit other than in a business combination, and differences relating to investments in subsidiaries to the extent that they will
probably not reverse in the foreseeable future.

A deferred tax asset is recagnised only to the extent that it is probable that future taxable profits will be available against which the asset can be utilised.

Provisions

A provision is recognised in the Balance Sheet when the Group has a present legal or constructive obligation as a result of a past event, that can be
rehably measured, and where it is probable that an outflow of economic benefits will be required to settle the obligation. if the effect is material,
provisions are determined by discounting the expected, risk adjusted, future cash flows at 2 pre-tax risk-free rate. The effect is not 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 normably give rise to obligations for site restoration. Restoration warks can include
site decommissioning and dismantling and site and land rehabilitation. The extent of work reguired, and the assockated costs are dependent on the
requirements of relevant authorities and the Group’s environmental palicies,

An initial provision reflecting the current obligation for the cost of future site restration 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 liabihties as they arise.

Restoration provisions are measured at the expected value of future cash flows. Significant judgements and estimates are involved in forming an
expectation of future activities and the amount and timing of the associated cash flows. Such expectations are based on existing planning requirements
and management's future development plans which give rise 10 a constructive obligatian.

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

Given the significant judgements and estimates involved, adjustments to the estimated amount and timing of future restoration and rehabilitation
cash flows are a normal occurrence. Factors influencing those changes include but are not limited to: revisions to estimated reserves and site operations;
planning requirements 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 nat mandatory for 31 May 2021 reparting periods and have not been
early adopted by the Group. These standards are not expected to have a material impact on the entity in the cusrent or future reporting periods and on
foreseeable future transactions.

2 SegmentalInformation

The following analysis by industry segrnent is presented in accordance with IFRS 8 on the basis of those segments whose operating results are regularly
reviewed by the Board of Directors (the Chief Operating Decision Maker as definec by IFRS 8) 10 assess performance and make strategic decisions about
allacation of resources.

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

+  Services: Provides materials handling, mechanical and electrical engineeding logistics and bufk earthmoving into the energy, environmental,
infrastructure and industrial sectors

+ Hargreaves Land: The development and realisation of value from the land portfolio including rental income from investenent properties and the
shiare of profit of the Unity joint venture.

- Unallocated: The corporate gverhead contains the central functions that ace 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 ako reportable segments.
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2 Segmental Information continued

The segment results, as reparted 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 recanciled to profit/(loss) before tax in the tables below:

Hargreaves
Services Land Unallocated HSEL Total
2001 2611 202t 2021 2011
£000 £000 £000 £000 £060
Revenue
Total revenue 194,600 1,800 - - 206400
Intra-segrment revenue (1.604) - - - 1,604
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 Fal:) - (1.236)
Impairment of intangibles (4,635) - = - {4635
Exceptional iterms (2,186) - - - (2186)
Profit/{loss) before taxation {1,744} 6,261 (3,754) 13,611 14,374
Taxation 591 {t14) 1,555 - 2,032
Profit/(loss) after taxation {1,153) 6,147 (2,499) 13,61 16,406
Depreciation charge (6,133) (t03) (323) - {6,561)
Capital expenditure (3,381) [23) {218) - (3.620)
Net assets/{liabilities)
Segment assets 77900 55,820 54,800 - 1788,520
Segment liabilities (60,078) {6,990} (8.343) - {75411)
Segment net assets 12,822 48,830 46,457 - 113,109
Joint ventures - 4,051 - 27136 31,187
Total net assets 17,822 52,881 46,457 27136 144,296

Unallocated et assets of £46.5m include cash and cash equivalents of £28.3m, deferred tax asset of £10.1m, amounts due from Jointly Contrglled Entities

of £14.5m, VAT liability of £3.8m and other corporate items {£2.6m liability).

Hargreaves
Services Land Unallacated HSEL Totat

2020 2020 1010 2020 2020

€000 £000 £000 £000 £000
Revenue
Total revenue 216,283 6,217 - - 222,500
Intra-segment révenue {258) - - - {258)
Revenue from external customers 216,025 6,217 - - 222,242
Operating profit/(loss) (before exceptional items and impairment} 8496 (194) (3739 - 4563
Share of profit in joint ventures (net of tax)* - - - 2135 2,135
Net financing costs {1,641) {115) 467 - (1,289)
tmpairment of intangibles (1,575) - - - [1,575)
Exceptional items (4120 - 2437 - (1,683)
Profit/floss) before taxation 1,160 (309} (835} 2135 215
Taxation 603 879 537 - 29
Profit/{loss) after taxation 1,763 670 1298) 2135 4,270
Depreciation charge (18,666} ms) (523} - {19,305)
Capital expenditure (2578) (94) {129) - {2.801)
Net assets/(iabilities)
Segment assets 161,859 58,635 323 - 223,725
Segment liabilities 65172} (2.423) {40.168) - (3G7,763)
Segment net assets/(liabilities) 9R,6A7 56,212 (36837 - 115,962
Joint ventures - - - 14,093 18,093
Total net assets/(liabilities) 96,687 56,212 {36937) 14,093 130,055

*  Snare of profir in joint ventures includes £0 6m of fair value gain on an acquisition by a Joint venture.
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Unallecated net liabilities of £369m include the Group banking facilities liability (£32 0m), cash and cash equivalents (£6.3m liability), derivative financial
insteumants (£0.2m liability), VAT tiability (£19m) and deferred tax asset (£8.3m), retilernent benefit obligations (£38m) and other corporate items (£1.0m liability).

The following table analyses revenue by significant category:

2021 2020
000 £000
Sale of goods 83,589 75734
Pravision of services 93,170 130,849
Othes/Construction contracts 28,037 15,659
204,796 222,242
The timing of revenue recognition is analysed as follows:
Hargreaves
Services Land Unallocated Total
2021 FL ¢ FLH]
£000 £000 £000 £000
QOvertime 77,000 3,452 - 80,452
Atapointintime 115,996 8,348 - 124,344
Revenue 192,996 11,800 - 204,796
Hargreaves
Services Land Unaliocated Tatal
2020 2020 2020 2020
£000 £000 £000 £000
Qwver time 102,71 258 - 102,870
At a point in time n3314 5958 - 19272
Revenue 216,025 6,217 - 222242
Geagraphical Information
2021 2020
MNon-currant Nonr-current
Revenue assets Revenue assets
000 1000 €00 £000
UK 142,295 83,737 190,023 72,092
Europe 34,971 - 5220 -
Hong Kong 25,387 445 24,896 346
Other overseas 2,143 13 2,103 27
204,796 84,195 222242 72,465
3 Other Operating Income/(expense)
202 2020
£oce £000
Profit on disposal of property, plant and equipment 860 2519
Profit on disposal of investment property 3,04 870
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' Remuneration

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

201 2020

£000 £000
impairment of goedwill and other intangibles 4,635 1,575
Depreciation of property, plant and equipment owned 2,604 6820
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 short-term leases 2,845 2,369
Expense relating 1o leases of low-value assets that are not shown abave as short-term 676 1150
Auditors’ Remuneration:

2o 2020

£000 £000
Audit of these financial statements 116 67
Amounts 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 of joint ventures of the Company 166 146
Other assurance services 25 10
§ Exceptional ltems
The Group Incuried one exceptional item in the year as follows:

2021 2020

£600 £000
Exceptional item in Revenue
Reduction in value of legacy contracts in CA. Blackwell (Contraces) Limited - 933)
Total exceptional item in Revenue - 933)
Exceptional itemns in Cost of sales
Losses on legacy contracis in C.A. Blackwell (Contracts) Limited (2,186) 487)
Cessation of coal rining activities - (4,108}
Movement in provision in respect of the insolvency of British Steel - 1,408
Total exceptional items in Cost of sales {2,186} (3,187)
Exceptional item in Other operating income
Gain on disposal of Drakelands Restoration Limited - 2437
Total exceptional item in Other operating income - 2437
Tatal (2,186} (1683)

Further Ipsses have been recognised on the legacy contracts within C A. Blackwell {Contracts) Limited resuiting in costs of £2.186.000. For the yeas ended
31 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
concluded and final accounts agreed. The contracts are now in defects periods with appropriate accruals held to cover all anticipated costs of rectification.

Following the deciston to cease all coal mining operations the Group incurred an exceptional charge for the year ended 3i May 2020 of £4,108,000,
reflecting employment related liabitities of £1,421,000. associated asset write-downs of £1,746,000 and restoration liabilities of £941,000.

On 2 December 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 DRL at date of dispasal were nil and directly ateributable costs totalfed £363,000 resulting in a profit on disposal of £2,437000 for the year ended
31 May 2020, reported within the unallocated reportable segment.

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

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

ended 31 May 2020 there was no longer any need for the remaining employment related provision, and the balance of £1,408,000 was subsequently
releasedin the year ending 31 May 2020.
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6 Staff Numbers and Costs
The average number of persans ermplayed by the Group in continuing eperations (including Birectors) during the year, analysed by category, was as follows:

Numbaer of employees

Group
aon 2020
Directors and senior management 19 17
Administration 216 263
PrudlucLivn 1,032 1462
1,267 1,742
The aggregate payroll costs of these persons were as follows:
Graup
202t 2020
€000 €000
Wages and salaries 51,819 67,646
Share-based payments (see Note 26) 218 33
Social security costs 3,963 5319
Contributions to defined contribution pension scheme (ses Note 25) 2,113 2831
Expenses of defined benefit pension schemes {see Note 25) AL 233
58,254 76,352
The Campany has no employees (2020 nil).
7 Directors’ Remuneration
202t 2020
£000 £000
Directors’ emoluments 2,183 1,264
Company contributions to defined contribution pension schemes 205 205
2,308 1,469

The aggregate of emcluments and amounts receivable under fong-term incentive schemes of the highest paid Director was £297.000 (2020: £523,000),
and E£118,000 (2020: £118,000) was paid in lieu of Company pension contributions,

The detailed breakdown of the Directors’ total emoluments is included within the Remuneration Report.

Number of Directors

2021 2020
Retirement benefits are accruing to the following number of Directors under:
Defined contribution schemes 3 3
The number of Directors who exeicised share options was - -
The number of Directars 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 to subscribe for shares in the Group (2020: nif).

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

2021 2020
£000 £000
Finance income
Bank interest receivable 114 156
Early settlement discount 228 260
Foreign exchange gain 96 270
Interest received from jointly controlied entities 208 159
Total firance income 646 845
Finance expense
Total interest expense on financia! kabilities measured at armortised cost 1,263 1,379
interest payable on leases 577 675
Interest on defined benefit pension scheme obligation {see Note 25) 42 80
Total finance expense 1,882 2134
9 Taxation
Recognised in the Income Statement
2021 2020
£000 E000
Current tax
Current year 57 89
Adiustrments for prios 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)
Adjustments for pricr 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) (2,19

The deferred tax adjustment in respect of prior years of £125,000 relates to losses assumed to be utifised in previows year, which were ultimately retained.

Recognised in Other Comprehensive Income

201 2020
£000 £000
Deferred tax (expensel/income
Effective portion of changes in fair value of cash flow hedges (25) (1}
Remeasurements of defined benefit pension schemes (319) 283
{344} 272
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Reconciliation of Effective Tax Rate

W 2020

[{:L1] £000
Profit for the yeas from continuing operations 16,406 4,270
Totaltax credit (2,032) {2119)
Profit excluding taxation from cantinuing operations 14,374 2151
Tax using the UK corporation tax rate of 19.00% (2020: 19.00%) 2,7 409
Effect of tax rates in foreign junsdictions (143) {13)
Tax effect of joint ventures {2,586) {405)
Freviously unrecognised tax losses . (92) 578)
Non-deductible expenses 894 395
Impact of change in tax rates (2,736) (885)
Other temporary trading differences 17 -
Adjustment in respect of previous periods 117 (942)
Effective total tax credit (2,032) (2119)

The UK corporation tax rate has been 19.00% fos the duration of the financiat year (2020: 19.00%).

Factors That May Affect Future Current and Fotal Tax Charges
Following the Maich 2021 budget, the corporate tax rate will increase from 19% to 25% with effect from | April 2025. The deferred tax balances at 31 May 2021
and 31 May 2020 have been calculated based on the rate substantively enacied at the balance sheet date of 25% and 19% respectively.

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 weighted average number of
shares in issue and ranking for dividend in the year.

20N 2020
Earnings EPS DEPS Earnings EPS DEPS
€000 Pance Pence £000 Pence Pence
Underlying earnings per share 22,832 70.66 68.64 5,399 19.87 1944
Exceptional items, fair value adjustments and
impairment (net of tax) (6,406) (19.82) {19.26} (2,084) (6.47) 5.33)
Basic earnings per share 16,426 50.84 4938 4315 13.4¢ 13N
Weighted average number of shares 32,312 33262 32,159 32913

The calcutation of weighted average number of shares includes the effect of own shares held of 827,150 {2020 B56.410).
The calculation of diluted eainings per share ("DEPST) 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 on weighted average number of shares) is 50,750/ (2020: 714075, effect
of basic earnings per ordinary share in the current year is 1.46p (2020: 0.29p). Effect on underlying earnings per oeclinary share is 202p {2020:0.29p).
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11 Property, Plant and Equipment

Group

Freehold land

and bui'dings Motor

and leasehold Furnlture and vehicles Flxtures Mining Mineral

knprovements equipment and plant and Fittings asints reserves Total

£000 €000 £000 £000 £000 £000 £000
Cnst
At 1 June 2019 11,698 4,666 72,084 407 12448 2,335 104,138
Acquisitions 151 181 1,200 8 1,260 - 2,80
Disposals 49 (57} (24,867) - - - (24973)
Transfers - (41} - 41 - - -
Transfer to right-of-use assets - - {18190) - - - (18,190
Effect of movements in foreign exchange 3 2 (352) 3 - - 316)
At 31 May 2020 11,797 4,751 29916 453 14,208 2,335 63,460
At 1 June 2020 11,797 4,751 29916 453 14,208 2335 63,460
Acquisitions 69 283 3,242 26 - - 3,620
Disposals . (28) (736} (9.207) {12) (14,208) {2,339) (26,526)
Transfers - 62 - 62) - - -
Effect of movements in foreign exchange (2 (25) 94 3 - - 654
At 31 May 201 11,836 4,335 24,045 402 - - 40,618
Accumulated depreciation and
impairment

At | June 2019 4,640 3,893 40,118 374 8,671 sS4 58,610
Depreciation 304 522 5980 14 5072 1421 13,313
Dispasals - {57 (18.718) - - - (18,775)
Transfers - (an - 41 - - -
Transfer to right-of-use assets - - {5,004) - - - (5.004)
Effect of movernents in foreign exchange 2 - (239) 4) - - (245)
At 31 May 2020 4942 4,317 22137 425 13,743 2335 47899
AL 1 June 2020 4942 4317 22137 425 13,743 2335 47899
Depreciation 303 N2 1978 1 465 - 3,069
Disposals n2 (708 (6,998) - (14,208 (2,335) (24,261)
Transfers - 62 - 62) - - -
Effect of movements in fareign exchange - 2 19 (2) - - 105
At 31 May 2021 5,233 3,971 17,236 372 - - 26,812
Netbook value
At 1 June 2019 7058 773 31966 33 4,277 1421 45528
At 31 May 2020 6,855 434 72779 28 465 - 15,561
At 31 May 2021 6,603 364 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 Motorvehicles
bulldings and plant Total
£000 tooo €000
Cost
ALl June 2019 - - -
Transition to IFRS 16 1,500 8,801 16,30
Additions 266 3743 4,037
Disposals (88) {6,598} (6,686)
Transfer from fixed assets ’ - 18,190 18,190
Effect of movements in foreign exchange 3 - 3
At 31 May 2020 1,711 24,134 25,845
At | Jung 2020 1,74 24,134 25,845
Additions 1,199 1,233 2432
Disposals (48) (3,308 (3.356)
Effect of movements in fareign exchange {22) (8} (30)
At 31 May 201 2,840 22,051 24,891
Accumulated depreciation and impairment
At ) June 2009 : - - -
Transition to IFR5 16 56 3,685 3,741
Depreciation 1,28t 47 5592
Disposals (88) (4.650) (4,738)
Transfer from fixed assets - 5,004 5,004
Effect of movements in foreign exchange 1 - 1
At 31 May 2020 1,250 8,750 10,000
AL 1 June 2020 1,250 8,750 10,000
Depreciation 494 2,999 3493
Disposals (48) 2321 (2.369)
Effect of movements in foreign exchange 7) 2 S}
At 31 May 2011 1,689 9,426 11,115
Net book value
At 31 May 2020 461 15,384 15,845
At 31 May 2021 1151 12,625 13,776
The group leases various offices, warehouses, stores, equipment and vehicles.
The Company has no right-of-use assets.
13 investment Praperty
Group Company
202 2020 plirsl 1020
Atrcost EQ00 ECco £000 £000
AL 31 May 9,216 10,067 - -
Additions 390 324 - -
Disposals (1,999) (1175 - -
Transfer to stock - - - -
At 31 May 7,607 9216 - -

The fair value of the Investment Properties is estmated by the Directars at £13,404,000 (2020. £14,825,000) The reductior: in the estimated fair value s due
to disposals made during the year.
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14 intangible Assets including Goodwill
Group

Custemer Supply Other Total
Goodwill contracts COntracts intangibles Cost
£000 £000 £000 £000 £000
Cost
At 1 June 2019 22,040 13,785 8,148 1,015 44988
Disposals - {12,438) {8,148) (1L,m9) (21,501
AL 31 May 2020 22,040 1,347 - - 23.387
At 1 June 2020 220480 1,347 - - 23,387
Disposals {3,726) - - - (3,726}
Foreign exchange - 57 - - 57
At 31 May 2021 18,314 1,404 - - 19,718
Accumulated amortisation and impairment
At 1 June 2019 11,072 13,785 8,48 1,000 34,005
Impairenent 1560 - ’ 15 1575
Oisposals - (12,438) (8,148) (1.015) {21,601
Exchange Movements (i0) - - - (10}
AL 31 May 2020 12,622 1,347 - - 13,969
At 1 June 2020 12,622 1,347 - - 13,969
Impairment 4635 - - - 4,635
Disposals (3.726) - - - (3.726)
Exchange movements (a1} 57 - - 16
At 31 May 2021 13,490 1,404 - - 14,893
Net book value
At 31 May 2019 10968 - - 15 10583
At 31 May 2020 9418 - - - 9418
At 31 May 2021 4,824 - - - 4,824

The Group does not have any internally generated intangible assets. All intangibles have finite lives and are amortised over their useful lives depending on
the life of the contracts.

Impairment Charge
The impairment charge is recognised in the following line items in the Income Statement:
202t 020
£000 £000
Administrative expenses 4,635 1,575

The Company has ng 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
Other intangibles was impaired.
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The remaining goodwill has been allocated to Cash-Generating Units or groups of CGUs as follows:

Goadwili
20 020
£900 £000
Hargreaves Industrial Services Limited 1,252 1,252
Coal 4 Energy / Maxibrite Lirnited - 4,594
Specialist Earthworks 3,572 3572
4,824 9418

The recoverable amounts of the above CGUs have been calculated with reference to their value in use, The key features of this calculation are shown below:

2021 020
Period on which management approved forecasts are based 5 years 5 years
Discaunt rate 12% 8%

In arder to test goodwill far 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 C A, 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 assurmed after the relevant
forecast pertod. The Board considers that the assumptions of growth provide management with a conservative estimate against which to compare the
coresponding CGU carrying values. Sustaining maintenance capitaf expenditure in each CGU has been included in the calcutations but no cash flows
relating to enhancement capital expenditure have been included. A post-tax discount rate of 29 (2020: 8%6) has been used in the first instance.
Management consider this to be higher than a market participant’s discount rate for each individual CGU. The increase in the discount rate is due to

a change in the Group's weighting of debt o equity. Over the last twelve months equity has represented a larger propertion of the Group's capital
resources following the repayment of the Group’s main banking facilivies and has thus increased the Group's weighted average cost of capital.

Following this year's review management identified an impairment within the Coal 4 Energy Limited / Maxibrite goodwill and recognised a reduction of
£4,635,000. Of this, £3,035,060 relates to the sale of the coal activities ta HRMS, with £1,600,000 relating to the Maxibrite business, Each of the other CGUs
has substantial headroorm under the annual impairment review, which remains after allowing for reasonably possible changes in assumations.

Orther than changes to the discount rate, the key assumption which would impact the carrying value of goodwill is the margin generated by each CGU.
Whilst the sensitivities vary accoiding to CGU, for a material impairment to take place the discount rate would have 1o increase to 26% (2020: 38%) or the
assumed operating margins would have to decrease by more than 20% (2020; 27%) before any further impact an any single CGU,

The Company has no intangible assets.

71

Annua! Repart and Acceunts 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, Durharmn, DH7 99T

152 Tower Colliery, Tirtherbert Road, Rhigos, Aberdare, CF44 SUF

153 BdningerstraPe 29, 47051 Duisburg, Germany

154 Van Heetveldelei 178, 2100 Oeurne, Antwerp, Belgium

155 31F Tower Two, Times Square, 1 Matheson Street, Causeway Bay, HK

156 Plac Rodla, 8/914, 70-419 Szczecin, Polska

157 Ffat No.333, 3rd Floor, Oevika Tower, 6 Nchru Place, Delhi 110019, India

158 3 Nobel Boulavard, Cape Gate NE3, Vanderbijipark, Gauteng, 1900

159 Lot 6.05, Level 6, 8 First Avenue, Bandar Utama, 47800 Petaling Jaya, Selangor Darul Ehsan, Malaysia
15.10 Room 1117-8, 11th Floor, Tuen Mun Central Square, NG.22 Hoi Wing Road, Tuen Mun, New Territories, HK
1511 Cp House, Ctterspool Way, Watford, Hertfordshire, England, wWD25 8)J

15.12 Werthausser Str. 182, 47053 Duisburg, Germany

The Group and Company have the following investrents in subsidiaries and joint ventures at the end of the year:

Ownership
Addrass of Classof

registered office shares held 200 2020
Company
Subsidiary undertakings
Haegreaves (UK} Limited 151 Crdinary 100% 100%
Hargreaves Industrial Services Limited 151 Ordinvary 100% 100%
Forward Sound Limited 15 Crdinary 100% 100%
Haegreaves Services (HX} Limited 156 Crdinary 100% 100%
Hargreaves Land Limited 153 Crdinary 100% 100%
H Technical Resources Limited* 154 Ordinary 100% 100%
Hargreaves Maltby Limited* 1514 Crdinary 100% 100%
Hargreaves Property Ventures Limited 154 Crdinary 100% 100%
Hargreaves Services (Westfield) Limited 54 Crdinary 100% 100%
Hargreaves Services (Castiebridge) Limited* 151 Crdinary 100% 100%
Hargreaves Services (Blindwells) Limited 15.1 Qrdinary 100% 100%
Hargreaves Services Forestry Limited* 151 Qrdinary 100% 100%
Hargreaves Services South Africa (Pty) Ltd 158 ~ Ordinary 100% 100%
Hargreaves Mining India Private Limited* 157 Ordinary 100% 100%
C.A.Blackwel! Group Limited 151 Ordinary 100% 100%
Hargreaves Industrial Services Sdn Bhd* 159 Qrdinary 100% 100%
Hargreaves Pension Company Limited 151 Ordinary 100% 100%
Hargreaves Land Holdings Limited* 151 Ordinary 100% 100%
Blackwell Earthmaving Limited 151 Ordinary 100% 100%
Dormant
Coal 4 Energy Limited* 151 Ordinary 100% 100%
Hargreaves Carbon Products Euiope Limited* 151 Ordinary 100% 100%
Hargreaves Services Wind Farm (Darnside) Limited* 15.1 Ordinary 100% 100%
Hargreaves Services Wind Farm (Broken Cross) Limited* 15 Ordinary 100% 100%
Hargreaves Services Wind Farm (Glentaggart) Limited® 151 Ordinary 100% 100%
Hargreaves Services Wind Farm (House of Water) Limited* 151 Ordinary 100% 100%
Hargreaves Services Wind Farm {Chalmerston) Limited* 151 Ordinary 100% 100%
Hargreaves Corporate Director Limited* 151 Ordinary 100% 100%
Hargreaves Services (Muir Dean) Limited® 15.1 Ordirary 100% 100%
H Aggregates Limited* 151 Ordinary 100% 100%
HBLT Limited* 151 Ordinary 100% 100%
R Hanson & Son Limited* 151 Ordinary 100% 100%
HESOTT Limited* 151 Ordinary 100% 100%
HS Australia Limited* 151 Ordinary 100% 100%
H Europe Limited* 15.1 Ordinary 100% 100%
Joint ventures
Mir Trade Services Limited™ 151 Ordinary 50% 50%
Hargreaves Sesvices Europe Limited 15.1 Ordinary 49% 49%
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Ownership
Address of Ctass of

reglstered office shares hald mn 2020
Group
Subsidiary undertakings
Hargreaves (UK) Services Limited 15.} Qrdinary 100% 100%
The Monckron Coke & Chemical
Company Limited * 154 Qrdinary 100% 100%
Maitby Colliery Limited 151 Ordinary 100% t00%
HE Contracts Limited* 151 Ordinary 100% 100%
Maxibyrite Limited 15 QOrdinary B85.2% 85.2%
RocPower Limited * 15} Ordinary B5% 85%
Hargreaves Carbon Products NV * 154 Ordinary 100% i00%
Hargreaves Industrial Services (HK) Limited 15.5 Qidinaty 100% 100%
Access Services (HK) Limited * 1510 Qrdinary 100% 100%
QCCW (St Ninians) Limited * 15 Ordinaty 100% 100%
QOCCW (Duncanziemere) Limited * 153 Qrdinary 100% 100%
OCCW (Chalmerston) Limited * 15 Ordinary 100% 100%
OCCW (Netherton) Limited * 153 Ordinaty 100% 100%
OCCW (Damside) Limited * 151 Ordinary 100% 100%
OCCW (Breken Cross) Limited * 154 Ordinary 100% 100%
OCCW (House of Water) Limited * 153 Ordinary 100% 100%
C A Blackwell (Contracts) Limited 15 Ordinary 100% 100%
Geofirma Soils Engineering Limited * 15 Ordinary 100% 100%
Renaissance Land Regeneration Limited * 151 Ordinary 100% 100%
Hargreaves Land (North) Limited 151 Ordinasy 100% 100%
Hargreaves Land {South) Limited 15. Ordinary 100% 100%
Hargreaves Hatfield Limited 151 Ordinacy - 100%
Hargreaves Power Services (HK) Limited * i510 Ordinary 100% 100%
Joint vantures
Tower Regeneration Limited 15.2 Ordinary 50% 50%
Tower Regeneration Leasing Limited 15.2 Ordingry 50% 50%
Hargreaves Raw Material Services GmbH 15.3 Ordinary 49% 49%
Hargreaves Carbon Products Polska Sp. z 0.0 15.6 Ordinary 49% 49%
Carbon Agtion Lid 151 Ordinary 50% 508
Hargreaves Darlington Limited 15.1 Ordinary 50% 50%
Waystone Hargreaves Land LLP 15.0t Ordinary 50% 50%
DK Recycling und Roheisen GmbH 1512 Ordinary 47% 47%
Hargreaves-EWT Industrieservices Grmbl 1512 Crdinary 25% -
Dormant companies
Metallurgical Supplies Limited® 151 Ordinary 100% 100%
Tru-Green Limited* 151 Ordinary 100% 100%
Eastgate Materials Handling Limited®* 151 Ordinary 100% 100%
Hargreaves Regeneration Limited* 151 Ordinaty 100% 100%
Drakelands Holdings Limited* 1510 Ordinary 100% 100%
Renaissance Land Management Limited* 151 Ordinary 100% 100%
S17EPA Limited* 151 Grdinary 100% 1009
RocFue! Limited® 15.1 Ordinary 50.1% 50,19
R&A Fuels Limited* 15.1 Ordinary 100% 100%
Squire Distribution Services Limited* 151 Ordinary 100% 100%
Har Transport Limited® 15 Ordinary 100% 100%
HS Transport Services Limited* 15.1 Ordinary 100% 100%
OWL Engineering Services Limited* 151 Ordinary 100% 100%
Premier Lime and Stone Company* 15.1 Orginary 100% 100%
C.A. Blackwell {Plan¢) Limited® 151 Ordinary 100% 100%
HBR Limited* 15 Ordinary 100% 1009
*  These UK subsidiaries are exempl fram audit by virtue of 54794 of the Companies Act 2008
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15 investments in Subsidiaries and Joint Ventures continued

Tower Regenevation Leasing Limited is a 100% owned subsidiary of Tower Regeneration Limited. Hargreaves Raw Material Sevvices GmbH and Hargreaves
Carbon Products Polska Sp. z 0.0. are both 100% owned subsiciaries of Hargreaves Services Furope Limited. DK Recycling und Roheisen GrbH is a 94.9% owned
subsidiary of Hargreaves Raw Materials Services GmbH. Hargreaves-EWT industiieservices GrbH is 50% owned by Hargreaves Raw Materials Services GmbH.

The Graup's share of post-acquisition total recognised profit or loss in the above jointly controlied 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 Interesls
Regeneration Services Hargreaves En Jmmaterial
Limited Europe Limited LandLLP joint ventures Total
Group €000 £000 £000 £000 £000
At 1 June 2019 - 1,692 - 52 §1,744
Group’s share of totat comprehensive income (including fair value
gain on acquisition of £555,000) - 2152 (i - 2135
Exchange differences - 265 - (31) 214
AL 31 May 2020 - 14,109 (17} 1 14093
Towaer Hargreaves Waystone interests
Regeneration Services Hargreaves inImmaterial
Umited Ewrape Limited LandLLP Joint ventures Total
Group £000 £000 £000 EcoQ (3111}
ALY June 2020 - 14,102 07 1 T14093
Group's share of total comprehensive income - 13,611 4,069 - 17680
Exchange differences - (582) - {4) (586)
At 31 May 2021 - 27,138 4,052 (3} 31,187
Tower Hargreaves Waystane interests
Aegeneration Services Hargreaves In immaterial
Limited Euvrope Limited LandLLP Joint ventures Total
Group (L[] EQOD £000 £000 £000
Hargreaves share of net assets/liabilities) (5.190) 16,316 a7 i o
Amount not recagnised 5190 - - - 5190
Non-distributable reserves - 2207) - - - {2,207
Investment at 31 May 2020 - 14,109 {17} 1 14,093
Tower Hargreaves Waystone Interests
Regeneration Services Hargreaves inimmaterial
Limited Europe Limited LandLLP Joimtventures Total
Group {000 EQOD £000 EQaQ £000
Hargreaves share of net assets/liablities) (5,849) 29,698 4,051 2) 27898
Amount not recagnised 5849 - - - 5849
Non-distributable reserves - (2.560) - - (2,560
Investment at 31 May 2021 - 27138 4,051 12} 3187
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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 Eurape Limited
At cost 2021 2020 202 2020 02 2020
Voting rights 50% 50% 50% 50% 49% 49%
Cash and cash equivalents 136 569 15,606 100 468 423
Other current assets 3,056 6112 9,167 8,800 104,860 75,185
Total current assets 3,192 6,681 24,773 B.900 105,328 75,608
Non-current assets 1,101 1,186 - - 48,732 52,760
Curreryt fiabilicies (20,874) (22,596) [16,670) (8935  (63,617) {45,809}
Non-current liabilites [131) - - - (55,911) {63,587)
Net {liabitities)/assets (100%) 16,712) {14,829) 8,103 {35) 34,532 18972
Revenue 62 - 26,932 - 321,295 170,352
Other expenses (906) (1,624 {18,795) {3%) (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)
{Lossy/profit before tax [1,946) (2,687) 8,137 {35) 21,270 1815
Income tax expense 63 - - - (4,878) {1,253)
Post tax {loss)/profit (100%) (1,883) (2687) 8,137 {35) 16,392 2,562

The 1otal financial liabilities included in current liabilities is: Tower Regeneration Limited £nil {2020: £nil); Hargreaves Services Europe Limited £55,676,000

(2020: £55,932,000) borrewing base facility and term lcans.

included within non-current liabilities above and disclosed in Note 32 Related parties are loans amounting to €13m {2020: £13m) due from HRMS to
Hargreaves Services plc, the amounts represent £11.2m (2020: £11.7m). These loans are not due foi repayment until 31 May 2027, Interest on the loans is
charged at a rate of 1.8% being 1.7% over UK base rate Additionally, 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 on demand. Tower Regenesation Limited includes an amount of £10,984,000 (2020:

£13,513,000) within current liabilities, which is due to forward Sound Limited, a whally owned subsidiary undertaking.

The Group also has a non-material interest in the foltowing companies: Tower Regeneration Leasing Limited, MIR Trade Services Limited, Carbon Action

Limited and Hargreaves Darlington Limited.

Group Joint
undertakings ventures
Company £000 E000
Shares at cost and net pook vatue
AL 1 June 2019 31,688 4984
Capital contribution arising an share options (Note 26) 323 -
Impairment {2,071} -
At 31 May 2020 29940 4984
AL | June 2020 29940 4984
Capital contribution arising on share options (Note 26) 28 -
Impairment (5,1489) -
At 31 May 2021 21,009 4,984

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 Financia! Assets

Gioup Company
2021 2020 202t 2020
£000 £000 £000 £000
Current
Currency contracts designated as fair value through profit or loss 2 65 2 -
2 &5 2 -
17 OtherFinancial Liabilities
Group Company
201 2020 202 2020
£00g £000 £000 £000
Curreng
Currency contracts designated as fair value through hedging reserve - 43 154 - -
QOther derivatives designated as fair value thiough hedging reserve - 8% - -
43 243 - -
18 Deferred Tax Assets and Liabilities
Group
Recognised Deferred Tax Assets and Liabilities
Deferred tax assets and liabilities are atributable to the following:
Assets Liabilities
200 2020 00 2020
fo0o o0t €000 £000
Property, plant and equipment 2,245 3517 - -
Financial assets 8 34 - -
Employee benefits n 715 - -
Share-hased 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 - -
Mavement in Deferred Tax During the Year
31 May 2020 inincome In:qulty 311 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) (11
Share-based payments 48 46 - 94
Tax value of foss carry-farwards 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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Moverment in Deferred Tax During the Prior Year

Recagnised Recognised
31 May 2019 inincame inequity T 31 May 2020
000 £000 £000 €004
Property, plant and equipment 1,405 212 - 3,517
Financial assets 45 - nm 34
Employee benefits 710 (278) 283 715
Share-based paymenis 59 A1} - 48
Tax value of loss carry-forwards recognised 3454 269 - 3723
Other temporary timing differences 556 (261) - 295
6,229 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 unrecognised deferred tax assets or liabilities (2020: £nil).

The deferred 1ax asset has been calculated based at the rate of 25% (2020: 19%) substantively enacted at the balance sheet date.

19 Inventories

Group Campany
200 2020 201 2020
€000 £000 £000 £000
Raw materials and consumables 1,245 3,360 - -
Finished goods 1,008 36,682 - -
Properties held for development and resale 24,915 23967 - -
27,168 64,009 - -

All amounts inctuded within raw matenals and finished goods are expected 1o be recovered within 12 months.

Changes in raw materials and consumatles and finished goods recognised as cost of sales in the year amounted to £52,720,000 (2020: £59.704,000).
The wnite-down of inventosies to net realisable value was £nil (2020: £5922,000

There were no reversals of previaus write-downs in either the cusrent or prios year.

20 Trade and Othar Receivables

Graup Campany

2021 2010 2021 plerls]

E000 £000 £000 £000

Trade receivables 26,832 24475 - -
Amounts due from Greup undertakings - - 66,493 18,278
Arnounts due from undertakings in which the Groug/Company has a participating interest 34,096 30912 11170 11,961
Other receivables 573 1908 17 -
Prepayments and accrued income 16,759 14,021 - -
78,260 71316 77,680 130,239

inckided 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 Recelvables continued
Trade recevables are shown net of an expected credit loss allowance of £267,000 (2020: £326,000) arising fiom the ardinary course of business, 2s follows:

2011 2020

£000 £000
Group
At 1 June 326 486
Provided during the year 61 4
Released (107) (159)
Utilised during the year {13) (5)
At 31 May 267 326

The expected credil loss allowance records impairment fosses unless the Group is satisfied that no recovery of the amount owing is possible, at that point
the amounts considered irrecoverable are written off against the trade receivables directly.

The ageing of trade receivables was:

Grogs trade Expected cradit Nattrade

recelvables tosses receivables

31 May 2021 £000 £000 £000
Group

Not past due date 20,656 - 20,656

Past due date (0-90 days) 2,959 (26) 2,933

Past due date {over $0 days) 3,372 {129) 3,243

[ndividuafly impaired amounts 112 (112} -

27,099 {267) 26,832

Gross trade Expected credit Net trada

receivahtes losses recelvables

31 May 2020 £000 £000 €000
Group

Not past due date 17567 - 17967

Past due date (0-90 days) 4,567 {3 4,564

Past due date (over 90 days) 2,064 (1200 1944

Individually impaired amounts 20 (203) -

24,801 (326 24,475

The maximum exposure to credit risk for trade receivables at the reporting date by geographic region was:

2021 2020

£000 £000

UK 22,081 17535

European 163 1,646

Hong Kong 4,628 5,294

26,832 24475

Further details on the Group's exposure to credit and currency risks and impairment losses related to trade yeceivables are disclosed in Note 29
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21 Contract Assets

201
31 May 2021 £000
Group
At 1 June 2020 11,456
Transfers from contract assets recagnised at the beginning of the year to receivables (6,334)
Increase related to services provided in the year 950
Impairments on contract assets recogaised ai the beginning of the year (4,352)
At 31 May 2021 1,720
2010
31 May 2020 £000
ALY June 209 19,545
Transfers from contract assets recognised at the beginning of the year 10 receivables (10,6113
Increase refated to services pravided in the year 3,882
Reclassified from Contract Provisions (150
Impairments on contract assels recegnised at the beginning of the year (1,210)
At 31 May 2020 11,456

Aggregate costs incurred under open construction contracts and recognised profits, net of recognised losses, amounted 1o £66,908,000 (2020: £71,252,000),
Progress billings and advances received from customers under open construction contracts amounted to £66,329,600 (2020: £61,867,000).

Contract liabilities being advances for which related work has not started, and bilhngs in excess of costs incusred 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 retentians, of which £354,000 (2020: £640,455) are expected io be recovered in more than
12 months. The Company has no contract assets.

221 Cash and Cash Equivalents

Group Company
20 3020 02 020
EOOO E0DD €000 £000
Cash and cash equivalents per Batance Sheet 28,303 18,499 18,5N -
Cash and cash equivalents per Cash Flow Statement 28,303 18,499 18,591 -

Included in cash and cash equivalents above is £143,000 (2020: £1,048,000) which is held in an interest-bearing account far the Groug's benefit and which
will be repaid 1o the Group following the completion of restoration works at 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 pravides information about the contractual terms of the Group's and the Company's interest-bearing loans and borrowings, which are
measured at amartised cost. For more information about the Group's and the Company's exposure to interest rate and foreign cusrency risk, see Note 29.

Group Company
2021 2020 2011 1020
£000 €000 £000 {000
Non-current liabillties
| pase liahilitieg 8,586 9437 - -
8,586 9437 - -
Current liabjlities
Current portion of lease liabiities 3,179 5,186 - -
Borrowing base facility - 32000 - 32,000
Bank overdraft - - - 2345
3179 37186 - 34346
Terms and Debt Repayment Schedule
Face Carryling Carrying
value amount Fate value amounat
Nominal Year of ik 0 2020 2020
Currency intarest rate matyrity E00D £000 £000 £009
Lease liabilities Sterling 3.7% 20212025 11,765 11,765 14,623 14,623
Borrawing base facility Stedling  LIBOR + 1.5% 2020 - - 32000 32,000
11,765 1,785 46,623 46,623

In accardance with the presentation requirernents of IFRS 9, these Yiabilities have been ctassified according to the maturity date of the longest permitied

refinancing. The borrowing base facility has been fully repaid in the year ending 31 May 2021,

Lease Liabilities
Lease liabilities are payab'e as follows:

Minimum tease

Minimum leasa

payments Interast Principal payments Interast Principal

200 2021 wn 2020 2020 2020

Group €000 £000 £ooe £000 €000 £000
Less than one year 3,446 (267) 3179 5650 (464) 5186
Between one and five years 9,014 (428) 8,586 9938 (50N 9437
12,460 (695) 1,765 15788 (365) 14,623
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Changes in Liabilities from Financing Activities

Graup
Loansand
borrowings Lease llabHities
000 £000
At1June 2019 26924 12,587
Changes from financing cash flows
Proceeds from loans and borrowings 5,000 -
Principal elements of lease payments - (8,769
Total changes from financing cash flows 5,000 (8.769}
Other changes
Recognised an adoption of IFRS 16 - 5,508
New leases - 4,197
Interest expense 1,379 675
Interest paid (1,303) 675)
Total other changes 76 10,805
At 31 May 2020 32,000 14,623
Changes from financing cash flows
Repayment of toans and borrowings {32,000 -
Principal elements of lease payments - {6.085)
Total changes from financing cash flows {32,000) (6,085)
Otherchanges
New leases - 3,219
Interast expense 1,263 577
Interest paid {1,263) (569)
Total other changes - 3,227
At 31 May 2021 - 11,765
23 Trade and Other Payables
Group Lompany
207t 2020 2021 2020
€000 €000 £000 €000
Current
Trade payables 11,247 6928 12 -
Amounts due to Group undertakings - - 25,203 21,899
Amounts due 1o undertakings in which the GroupyCormpany has a participating interest 8 1,40 - 720
Other tiade payables 810 581 - -
Non-trade payables and accrued expenses 41,269 34,713 50 135
53,334 43362 25,265 22754
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25 Pension Schemes and Other Retirement Benefits

Defined Contribution Scheme

The Group operates a Group personal pension scherme. The pension cost charge for the year represents contributions payable by the Group to the
employees’ funds and amounted to £2,113,000 (2020 £.2.831,000). There were no putstanding or prepaid contributions, at either the beginning or end
of the finandial year.

Defined Benefit Schemes

The Group acquired a concessicnary fuel retirerment benefit scheme and became responsible for two defined benefit schemes on the acquisition of
Maltby Colliery on 26 February 2007, The defined benefit schemes are part of two industry-wide schemes which refate to the coal industry. Details of
these two schemes are consolidated in the tables below because the twa schemes share the sarme characteristics and risks, and as such, the disclosures
have been aggregated. The Group is only liatle for its own saction of the scheme. Any deficit or surplus is not shared with other members of the
multi-employer scheme,

In common with mast company pension schemes the industry Wide Coat Staff Superannuation Scheme (IWCSSS") and Industry Wide Mineworkers
Pension Scheme ("WIMPS™) are both established as a trust under which the assets of the Scheme are held separately from those of the sponsoring
employers. The management of the Scheme is the responsibility of its trustee 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 employer or group of associated employers has a separate
sub-fund within the Scheme. Each employer is hable for the benefits accrued by its member employees but has na liability for benefits accrued in other
employer 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 at 31 December 2048 by AON Hewitt. The next triennial valuaticn is due to be carried
out as at 31 December 2021. The 31 Cecember 2018 valuation of the IWCSSS showed a deficit of £6.4m (previousty £75m) and a conlvibution schedule
was agreed at £1.4m per annum o meet the technical pravisions of the scheme by 30 April 2023, The valuation of the IWMPS showed a deficit of £2.8m
{previpusly £2.7m) and a contribution schedule was agreed at £04m per annum 1@ meet the technical provisions of the scheme by 31 May 2023. For
accounting purposes under 1AS 19, actuaries use different assumptions than for the triennial valuation. The major difference relates to assumptions
concerning the future return on the growth assets portfolio. The 2018 valuations have been used as the basis, adjusted for the requirements of 1AS 19
to 31 May 2021 by a qualified independent actuary, 1o enable the Directors to account for the schemes as follows:

2011 1020

£000 £000
Concessionary fuel scheme
Present value of unfunded defined benefit obligations (2,867) (3.000)
Defined benefit schemes
Present value of funded defined benefit obligations (55,514) (56,446)
fair value of schemne assets 58,425 55.678
Retirement benefit obligation surplus/deficit) 2,91 (768)
Total scheme position 44 (3.768)
Maovements in Present Value of Defined Benefit Obligation

2021 2020

£000 £000
At the beginning of the year 59,446 57578
Interest cost as2 1,357
Remeasurement (gains)/losses:
- Changes in demographic assumptions (69) 780
- Changes in financial assumptions 630 4,806
- Experience (1.203) (2,875)
Benefits paid {1,305} {2,200)
At the end of the year 58,381 59,446
Movements in the Fair Value of Scheme Assets

2021 2020

£000 £000
At the beginning of the year 55,678 53,394
Net interest ¢n scheme assets 840 1,277
Remeasurement gain 1314 1,582
Employer contributions 2,039 1858
Benefits paid (1,305) (2,200
Expenses paid (141} (233}
At the end of the year 58,415 55,678
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Expense Recognised in the income Statement

2021 2020

£000 1000
Expenses paid from schemes 141 233
Interest expense on net defined benefit pension schemes 42 80

183 313
[he expense is recagnised in the following line ikems in the Income Statement:

2021 2020

£000 £000
Administrative expenses 14 233
Financial expenses 42 80

183 33
Remeasurement losses recognised directly in equity in the Staterment of Other Comprehensive Income:

2001 2020

£000 000
At 1 June (9,338) (8.209)
Recagnised in the year 1,956 [1129)
At 3) May [7,382) (9.338)

Scheme Assets
The fair value of the schemes’ assets, which are not intended to be realised in the short term and may be subject 1o significant change before they are
reatised, were:

Fair value at Fair value at
pLixd | 2020
00D £600
Growth assets 28,766 28516
Matching assets 29131 25,638
Cash 528 526
58,425 35,678

The major assumptions used in this valuation were:
2on 2020
Rate of increase in deferred pensions 3.20% 270%
Rate of increase in pensions in payment 3.20% 2.70%
Discount rate applied to scheme liabilites 1.95% 1.50%
Inflation assumption 3.35% 2.80%

The assumptiens used by the actuary and approved by the Board are chosen from a range of possible actuarial assumptions which, due to the timescale
cavered, may not necessarily be barne out in practice. The infiation assumption has increased faliowing the UK Government's consultations on Retail
Price Index refoims 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 assumption at 31 May 2020.

The assumptions relating o longevity underlying the pension liabilities at the balance sheet date are based on the SAPS $3 actuarial tables with scaling
factors of 110% (IWCSSS) and 105% (WMPS) and include an allowance for future improvements in longevity based on the ChM| 2019 projections with
long-term improvement rate of 19 per annum. The same tables were used at 31 May 2020. No allowance has been made for any possible reduction in life
expectancy due to Covid-19 The assumptions are equivalent (o expecting a 60-year-old to live for a number of years as foliows:

IWMPS
Current pensioner aged 60- 23.4 years (male), 27.2 years (fernale) (2020: 23.4 years (male), 271 years (fernale)).
Future retiree upon reaching 60: 24.7 years (male), 28.5 years (female) (2020: 24.7 years (male), 28 4 years (female))

IWCSSS

Current pensioner aged 60: 249 years (male), 276 years (female) (2020: 24.9 years {male), 275 years (fernale)).
Future retiree upon reaching 60: 260 years (male), 28 8 years (female) (2020: 26.0 years (male), 28.8 years (female)).
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25 Pension Schemes and Dther 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 calculated using a discount rate set with reference to corporate bond yields; if plan assets underperform this yield,
this will create a deficit. As part of the twa industry-wide schemes, the schemes’ assets represent an allocation of larger investment porifolios. The growth
assets include equities, diversified funds and interest-bearing secusities and are managed by Legal & General Investment Management, Invesco and
PIMCO. These assets alsa include property invesrments The matching assets are managed by Legal & General investment Management and include
corporate bonds, gilts and other fixed interest securities. The matching assets postfolio is designed to manage risk by matching income with certain
lizbilities of the schemes over a defined period. The growth assets portfolio seeks to deliver returns in excess of benchmark targets set by the
independent Trustees.

Inflation risks
Some of the groug's pension cbligations are linked to inflation, and higher inflation will lead to higher liakilities. As noted above, the matching assets
portfolio is designed to manage risk by matching income with certain liabilitles of the schemes over a defined period.

Life expectancy :
The majority of the plans’ obligations are to provide benefits for the life of the member, 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 relevant for sensitivity analysis purposes. Reasonably possible changes at the reporting date to ene of the actuarial assumptions, holding
other assumptions constant, would have increased/{decreased) the defined benefit obligation by the amounts shown below.

00 2020
£00D 000
Discount rate (19 increase) {9,801} {10,065]
Inflation (1% increase) 9,168 11,241
2021 2020
£000 £000
Discount rate {1% decrease) 12,734 13,048
Inflation (1% decrease} {8,598) 9,161)

The abave sensitivity analyses are based on a change in an assumption white holding all other assumptions constant. In practice, this is unlikely to occur,
and changes in same of the assumptions may be correlated. When calculating the sensitivity of the defined benefit obligation to significant actuarial
assumgptions the same method (present value of the defined benefit abligations calcufated with the projected unit credit method at the end of the
reporting period) has been applied as when calculating the defined benefit liability recognised in the balance sheet.

The methods and types of assumptions used in preparing the sensitivity analysis did not change comgpared to the prior period.

The Group expects to conttiibute approximately £1,800,000 to the defined benefit schemes in the next financial year.

The weighted average duration of the defined benefit abligation is 18 years (2020: 18 years).

The Company has na retirement benefit obligation (2020: £nil)
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26 Employee Share Schemes
The Group has established two Executive Long-Term incentive Plans and a deferred benus scheme. The terms and conditions of the schemes are as
follows, whereby all options are sextled by physical delivery of shares:

Number of Contractual
Pate of grant Employees entitled shares granted Princlpal vesting conditlans life
Deferred bonus scheme E May 2017 Senioremployees 29,260 3 years' service 3 years
Deferred bonus scheme F July 2018 Senior employees 50,240 3 years' service Iyears
Share option scheme 3 years’ service and Total Shareholder Return of
January 2019 January 2019 Directors 439,801 between 35% and 85% 3years
3 years' service and 50% Absolute Total Shareholder
Share option scheme Return of between 359 and 85% and 50% Relative
Oecermnber 2019 December 2019 Directors 97,788 Total Shareholder Return of between 35% and 85% 3 years
Deferred bonus scheme G December 2019 Senior employees 74,470 3 years' service 3years
3 years’ service and 50% Absolute Total Shareholder
Share aption scheme Return of between 35% and 85% and 50% Relative
December 2020 August 2020 Directors 179,224 Total Shareholder Return of between 35% and 85% 3 years
Deferred bonus scheme H August 2020 Senior employees 62448 3 years’ service 3years
Deferred bonus schemel QOctober 2020 Senior employees 38,835 3 years' service 3 years
Share Option Schemes
2021 7200 2020 2020
Weighted average Humber Welghted average Number
exerclse price of aptians exercise price of aptions
Qutstanding at the beginning of the year 10p 597,589 10p 495,801
Granied during the year 10p 179,224 10p 97788
Qutstanding at the end of the year 10p 776,813 0p 597,589

None of the share options outstanding at the end of the year are exercisable. There were 179,224 opiions granted in the year with a weighted average
exeicise price of 10p per share. These options are nat exercisable before & August 2023,

Deferred Bonus Schemes

242 2021 2020 2020

Welghted average Number  Welghted average Number

exertite price of aptlons enercise price of aprions

Outstanding at the beginning of the year - 163,970 - 244,296
Granted during the year - 101,283 - 74,470
Lapsed during the year - 161,904) - -
Exercised during the year - (29,260} - {154,796}
Outstanding 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 £nil and a weighted average contractual fife 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 not exercisable before 6 August 2023 and the
remaining 38,835 are not exercisable before 2 October 2023. There were 29,260 optians 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 to 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 8Black-Scholes model. The contractual life of
the option is used as an input into this model. A Monte Carlo model is used for the January 2019, Decernber 2019 and August 2020 Share Opticn Schemes
due to their more complex measurernent characteristics involving the market conditions noted above in relation to relative Total Sharehalder Return (TSR)
and absolute Total 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 continued
The fair value of options and the assumptions used in these calculations for the options outstanding are as follows:

2019 fanuary 2019 December 2020 December

2017 Deferred 2019 Deferred Share optian Share option 2018 Deferred Share option 2020 Deferred 2020 Deferred

Bonus SthamaE  Boows SchemeF scheme scheme  BonutScheme G scheme BonusSchemeH  BonusSchemel

Fair value at grant date 305 332 034 184 269 157 202 190
Exercise price - - 0.10 alo - 010 - -
Shate price 325 354 296 285 286 222 219 206
Expected volatility 40% 40% 29% 1% 31% 339 31% 31%
Option life Jyears 3 years 3 years 3 years 3yaars 3 years 3 years Iyears
Expected dividend 2% % 244% 253% 253% 203% 2153% 253%
Risk-free rate 58% 1.7% 0.87% 0.55% L7% 000% 0.0% 00%

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:

Optians autstanding

Expiry date Exercise price 202 2020

Deferred Bonus Scheme E 31 May 202 - - 29,260
Deferred Bonus Scheme £ 31 May 2022 - 48,446 61,240
Share option scheme January 2019 30 January 2024 10p 499,801 499,801
Share option scheme December 2018 13 December 2024 10p 97,788 97788
Deferred Bonus Scheme G 13 December 2024 - 24,360 74,470
Share optian scheme December 2020 5 August 2025 10p 179,224 -
Deferred Bonus Scheme H 5 August 2025 - 62,448 -
Deferred 8onus Scheme | ' October 2025 - 38,835 -
950,902 761,559

Long-Term Incentive Plans and Deferred Bonus Schemes
The costs charged/{zredited) 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 20t8 3 30
Share options granted in 2019 88 123
Share options granted in 2020 37 ¥
Share options granted in 2021 20 -
218 323
27 Provisions

Contract Surface mining Radundancy Total

provisions restoration proviston provision

Group £000 £000 €000 £000
At 1 June 2020 6,757 5864 1,146 13,767
Provisions made 1,237 - - 1,237
Released to contract assets (3.087) - - (3,087
Pravisions wtitised - (3.239) (1,146) (4,380)
Peavisions reversed - (135) - (135)
At 31 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 to be utilised in the next 12 months.
The contract loss provision of £4,907.000 (2020: £6,757000) is expecied 1o be utilised in the next 12 months. .
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Provisions comprise:

1 The contract provisions repesent losses expected to arise, but not yet incuired on construcuon contracts and cther contracts where the Group has

identified potential warranty, defects or performance obligations.

2 A £2,495000 restaration 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 to the redundancies foliowing the announcement of the cessatien 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 pricr vear provision was in respect of a contract where it had a potential liability

in respect of a contract guarantee, this has been utilised foliowing the completion of the contract.

28 Capital and Reserves

Share Capital
Graup and Campany ordinary shares
200 2020
Number Numbeér
Inissug at 1 June and 31 May 33,138,756 33138,756
2021 2020
€600 £000
Allotted, called up and fully paid
32,311,606 (2020: 32,282,345 ordinary shares of 10p each (excluding own shares held) 32 3228
Own shares held of 10p each 827150 (2020: 856,410) 83 85
3,312 3314

The holders of ardinary shares are entitled to receive dwvidends as declared from time to time and are entitied 1o one vote per share at meetings of

the Company.

As at the year end the Group held 827,150 (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: £45m).

Share Premium
The share premium represents the excess amount paid for share cagital issued at prices higher than the nominal valtue,

Translation Reserve

The translation reserve comprises all foreign exchange differences arising since 1 June 2007, the transition date to Adopted IFRSs, from the transiation

of the financial statements of foreign operations.

Hedging Reserve

The hedging reserve comprises the effective portion of the cumulate net change in the fair value of cash flow hedging instruments related to hedged

transactions that have not yet occurred.

Share-hased Payments Reserve

The Share-based Payments reserve comprises the curmulative charge in relation to the Groug'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 lncome Staternent,

Other Reserves
Other teserves, the Merger reserve, and the Capital Redemption reserve are historical reserves for which no movements are anticipated.

Dividends
The aggregate amount of dividends paid in the year comprises:
2021 2020
€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 final dividend (@4 5p per share (2020: 4 5p)) 1,454 1,453
Proposed additional dividend {12p per share) 3,877 -
The proposed dividends are natincluded in liabilities as they were not appraved before the year end.
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29 Financial iInstruments

The Group's and Company’s principal financial 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 instrumeats but uses derivative financial instruments in the form of
forward rate agreements and forward foreign currency contracis 1o help manage its foreign curvency, interest rate and commaodity price exposures. The
main purpose of these financial iInstruments is to raise finance for the Group's and Company’s ongoing cperaticns and 1o manage its working capital
requirernents.

(a) Fair Values 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 1. The fair value is calculated based on quoted prices traded in active markets for identical assets or liabilities.

Level 22 The fair value is based on inputs other than quoted prices included within Level 1 that are observable for the asset of liability, either directly
erindirectly The fair value of a financial instrument is the price that would be received to sell an asset or paid (o transfer a liability in an orderly
transaction between market participants at the measurement date. .

Level 3:  The fairvalue is based on inputs for the asset or liability that are not based on abservable market data {unobservable inputs).

In both 2021 and 2020 !t of the forward exchange contracts and the commadity contracts are considered to be Level 2 contracts. These have been no
transfers between categories in the current or preceding year.

All other financial assets and financiat liahilities are considered to be level 3
The fair value of financial instruments held at fair value have been determined based on available market information at the balance sheet date.
The fair value of the aptions 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 to the Group if a customer or countesparty to 2 financiat instrurnent fails to meet its contractual obligations and arises
principally fram the Group's recevables from custorners, The Groug's risk is influenced by the nature of its customers. New customers are analysed for
creditworthiness before the Group’s standard payment terms and conditions are offered and appropriate credit Emits set.

Exposure to Credit Risk
The maximum Group exposure ta credit risk at the balance sheet date was £63,221,000 (2020: £68,751,000) being the total of the carrying amourit of trade
receivables, other receivables, contract assets and amaunts due from undertakings in which the Group has a participating intarest.

The maxinmum Company exposure to credit risk at the balance sheet date was £79,675,000 (2020: £130,239.000) being the total of the carrying amount
of trade receivables, other receivables and amounts due from Group undertakings.

The allowance account for trade receivables is used to record Impairment losses unless the Groug or the Company is satisfied that no recovery of the
amaount owing is possible; at that point the amounts considered irrecoverable are written off against the trade receivables directly. Further information
on credit risk is provided in Note 20.

(c) Liquidity Risk

Financial Risk Management

Liguidity risk is the risk that the Group 2nd the Cempary will not be able Lo access the necessary funds to finance their operations. The Group finances
operations through a mix of shart and medium-term facilities.

The Group manages its liquidity risk by monitoring existing facilities and cash flows against forecast requirernents based on a rolling cash forecast.
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The followsng are the contractual maturities of financial liabilities, including estimared interest payments and excluding the effect of netting agreements:

Group
aon 2020
Carrylng  Contractual 1year Tto<? Itoch 5 years Carrylng  Contractual 1year 1tp<2 2to <5 5years
amaunt cash flow orless years years  andover amount cash Flow oriess years yeass  and over
£000 £000 £000 [1+]] £000 £000 £000 E000 000 £0400 000 £000
Non-derivative
financial liabilities
Lease liabilities 11,765 12,461 3,446 2,961 6,054 - 14623 15588 5650 4,304 5,634 -
Trade and other payables 53,333 53,333 53,333 - - - 43362 43362 43362 - - -
Group banking facilities - - - - - - 32000 32000 32,000 - - -
Derivative financial
liabilities
Forward exchange
contracts used for
hedging:
Qutflow 43 43 43 - - - 154 154 154 - - -
Commodity contracts:
Qutflow - - - - - - 89 89 89 - - -
65141 65,837 56,822 2,961 6,054 - 90228 91,193  B1,255 4,304 5634 -
Company
2011 1010
Cartying  Contractual 1year 1to <2 20 <5 5years Carrying  Contractual 1 year 1to <2 Ao <5 Syears
arount cash flow or less years years and aver amount caih flaw s less years years and over
EDOD £000 £000 000 E00D E000 004 £000 €000 £000 £000 £000
Non-derivative
financial liabilities
Trade and other payables 25,265 25,265 25,265 - - - 22754 22,754 22754 - - -
Overdraft - - - - - - 2346 2346 2,346 - - -
Group banking facitities - - - - - - 32000 32000 32000 - - -
25,265 25,265 25,265 - - - 57100 57100 57100 ~ - -

(d) Market Risk

Financial Risk Management
Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and commodity prices will affect the Group's or the

Company's income or the value of its holdings of financial instruments.

Group

The Group is exposed to currency risk on sales and purchases that are denominated in a currency ather than the respective functional currencies

of Group entities. The Group's policy is to reduce currency exposures on sales and purchasing through forward foreign cusrency contracts.

The Group is exposed to interest rate risk principally where its borrowings are at a variable interest rate. Levels of interest-bearing borrowings are

monitored to minimise the exposure to interest rate risk, when apprapriate the Group will utilise interest rate swaps to mitigate the remaining risk.
Currently, the Group does not have any interest rate swaps in place.

Commaodity Price Risk

Commodity price risk I1s the risk of financiat loss to the Group through open positions on the trading of coal, coke and other mineral commadities,

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-to-

back” prrchase and sale agrezments.

Although short-term trading risks are managed in this way, through the Group's surface mining activities, the Group has a langer term exposure to price
movements, favourable or unfavourable, ininternational coa! prices.
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29 Financial Instruments coptinued

Fareign Currency Risk
Group

The Group’s exposure 10 foreign currency risk is as follows. This is based on the carfying amount for monetary financial instruments except derivatives

when it is based on notional amounts.

31 May 2021
Euro UsSDallar  HongKongPallar  South African Rand Indlan Rupee  Malaysian Ringglt Total
€000 €000 €nan €000 £000 £000 £000
Cash and cash equivalents 1 1 2,248 1,442 - 38 3,730
Trade receivables 25 - 3,628 3 - - 4,656
Loans due from undertakings in
which the Group has a
participating interest 11,170 - - - - - 11,170
Trade receivables due from
undertakings in which the
Group has a patticipating
interest 5,873 - - - - - 5,873
Qther receivables 12 - 96 12 - 35 155
Trade payables 4) - (1.069) - - - {1,083)
Qther trade payables - - (10} - {11} - 2y
Non-trade payables and acceued
expenses {(10) - (4,050} (692) - 6) (4,758)
Balance Sheet exposure 17,057 1 1,843 765 (1 67 19,722
Cantracted future sales 1,036 - - - - - 1,036
Contracted future purchases {799) (889]) - - - - [1,688)
Gross expostre 17,294 {888) 1,843 765 {1 &7 19,070
Forward exchange contracts 758 873 (3,363) - - - {1,732)
Net exposure 18,052 {15) (1,520) 765 [11)) 67 17,338
31 May 2020
Eurp UsDollar  Hong Kong Dollar  Scuth African Rand Indian Rupee  Malaysian Ringgit Total
€000 £000 £000 £00D £000 €000 £000
Cash and cash equivalents 10 5 1,686 812 76 85 2,674
Trade receivables 16 1364 5,294 - - - 6,874
Loans due from undertakings in
which the Group has a
participating intesest 11,693 - - - - - 11,693
Trade receivables due from
undertakings in which the
Group has a participating
interest 475 1 - - - - 485
Other receivables 12 - 3t 5 - } 49
Trade payables 7 - {1,543} - - - (1.550)
Qther trade payables - - ] - (12 - (13)
Nan-trade payables and accrued
EXPENses 03 - (3.250) {328) - © (3,597
Balance Sheet exposure 12,386 1,380 2217 489 64 80 16,616
Contracted future sales 861 1,806 364 - - - 5831
Contracted future purchases @31 (771) {517 - - - (2,2t9)
Gross expasure 12,316 2415 4,864 489 64 80 20,228
Forward exchange coniracts [414) (2.399) 2,647) - - - [5.460)
Nel exposure 11,902 16 2217 489 64 80 14,768

g0
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Company
The Company’s exposure ta fareign currency risk is as follows.
31 May 2021
Eure  HongKcong Dollar  South African Rand Total
000 £000 £000 £000
Trade 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 has a participating interest 11,170 - - n,17o
Trade receivables due from undertakings in which the Group has a participating
interest am - - 201
Trade payables due to Group undertakings (983) - - (983)
Balance Sheet exposure 10,388 3,490 1,136 15,014
Contracted future sales - - - -
Contracted future purchases - - - -
Gross exposure 10,388 3,490 1136 15,014
Forward exchange contracts - (3,363 - (3,363)
Net exposure 10,388 127 1,136 11,651
31 May 2020
Eure  Hang Kang Dollar  South African Rand Tatal
£000 £000 £000 £0C0
Trade receivables due from Group undertakings - - a7 97
Loans due from Group undertakings - - 944 944
Loans due from undertakings in which the Group has a participating interest 11,693 - - 11,693
Trade receivables due from undertakings in which the Group has a particrpating
interest 268 - - 268
Trade payables due to Group undertakings 2,00 - - (1,041}
Balance Sheet exposure 10950 - 1,041 1199
Contracted future sales - 3164 - 3,164
Contracted future purchases - 1517 - {517)
Gross exposure 10,950 2,647 1,043 14,638
Forward exchange contracts (268} (2,647} - (2,915)
10,682 - 1,041 11,723

Nel exposure

Sensitivity Analysis
Group

A 109 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 occurred at the balance sheet date and had been applied to «isk exposures existing at that date.

This analysis assumes that all other variables, in particular other exchange rates and interest rates, remain constant. The analysis s performed on the same

basis for 2020.
Equity Profit ar loss

20 2020 2021 2020

£000 £000 £000 £000
€ 1,641 1082 1,641 1,082
$ (1 } (1 1
HKD 408 651 408 651
ZAR 56 56 56 56
INR m & 4] &
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 Company
200 2020 2001 2020
£000 £000 £000 £000
Fixed rate instruments
Financial liabilities {11,765) (14,623) - -
{11,765) (14,623) ~ -
Vartable rate instruments
Financial assets 28,303 18,499 18,5 -
Financial liabilities - (32,000 - (34,346)
28,303 {13,501) 18,591 (34,346)

Sensitivity Analysis
Anincrease of one basis point in interest rates throughout the period would have affected profit or loss by the ameunts shown below. This calculation
assumes that the change occurred at ali points in the period and had been applied to the average risk exposures throughout the period.

This analysis assumes that all other variables, in particular foreigr currency rates, remain constant and considers the effect of financia! instruments with
variable interest rates, financial instruments at fair value through profit and oss or availzble 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 Coampany
201 2020 2021 2020
£000 £000 £000 £000
Profit cr loss
Decrease/ increase (78) {94) 79 {305)

[e} Cash Flow Hedges
Cash Flow Hedges - Group
The following table indicates the periads in which the cash flows associated with cash flow hedging instruments are expected to occur

2021 Expected cash flows 2020 Expected cash flows
Carrying 1year 1o It 5years Carrying 1 yaar 1to 1ta 5 years
amount or less <2 years <5 yeari and over amsunt orless <1 years <§ yaass and aver
£000 £000 £000 000 £000 £Q00 [{::11] £000 £000 4000
Forward exchange
contracts:
Assels 4 2 - - - 65 65 - - -
Liabilities (43} (43) - - - (154) {154) - - -
Commodity contracts;
Lizbilities - - - - - (89 (89 - - -
(a1) (41) - ~ - (178) (178) - - -

(H Capital Management

The Group manages its caprtal to ensure that it will be able to continue as a going concern, whilst maximising the return to sharehoiders. The capital
structure of the Group consists of debt, which inciudes leasing related borrowings of £11,765,000 (2020: £46,623,000), cash and cash equivalents of
£28,303,000 (2020: £18,499,000), and equity attributable 1o equity holders of the Parent, comprising capital, reserves and retained earnings of £144,296,000
(2020; £130,055.000).

The capital structure is reviewed ragutarly by the Directors. The Group’s policy is to maintain gearing at levels appropriate 1o the business, The Directors
take consideration of gearing determined as the propertion of net debt to iotal capital. It should be noted that the Directors review gearing taking careful
account of the working 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 considers 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 capital commitments of £3,583,600 (2020: £nil)

Company
At 31 May 2021, the Company had capital commitments totalling £nil {2020: £nil)

31 Contingencies

Group and Company

The Company and certain of its subsidiary undertakings have composite airangements in Connection wirh banking faclities. | he Lompany acts as
a guarantor, o 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 refation to various performance obligations under gertain contracts, The total value of
these bonds at 31 May 2021 1s £3.8m (2020: £8.9m).

In relation to HRMS, the Group has provided 2 €5m or £4.3m {2020: €5m or £4 5m) guarantee in connection with the banking facifities of HRMS.

32 Related Parties

tdentity 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 equivalent to thase that prevail in 2rm's length transactions anly.

Group
Other Related Party Transactions
Salesto Purchases fram
200 2020 w01 2010
£000 £000 £009 £000
Jaintventures
Tower Regeneration Limited 720 2065 - -
Waystone Hargreaves Land LLP 109 35 - -
Hargreaves Services Europe Limited 24,747 329 - -
25,576 2229 - -
Intergst regeived from Interest pald 1o
2021 2020 2021 2020
£000 £000 £000 £000
Joint ventures
Hargreaves Darlington Limited - 85 - -
Hargreaves Services Europe Limited 208 74 - -
208 159 - ~
Loan receivables outstanding Trade recelvables outstanding Payables outstanding
0N 2020 001 2020 2021 2020
£000 £000 £006 £000 £000 £000
Joint ventures
Tower Regeneration Limited 10,984 1,513 235 573 7 7
Tower Regeneration Leasing Limited - - - 3 - 1133
Carbon Action Limited in - - 14 - -
Hargreaves Darlington Limited - 2200 - - - -
Waystone Hargreaves Land LLP 5,582 4319 130 20 - -
Hargreaves Services Eurppe Limited 11,160 11,693 5873 476 - -
27,857 29,726 6,238 1,186 7 1,140

Transactions with Key Management Personnel

The Directors are the key management persannel of the Group. Details of Directors remuneration, share options, pension benefits and other non-cash
benefits can be found In Note 7. In addition 1o this, the element of the share-based payment charge for the year that refates to key management
personnel is £125,000 (2020: £71,000) and the sodial security costs amounted to £191,000 (2020: £170,000). There are na other post-employment or gther
long-term benefits.

The Company had no transactions with key management personnel.
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32 Related Parties continued
Company
Other Related Party Transactions

Receivables gutstanding Payabies autstanding
02t 2020 2021 2020
000 £000 £000 £000
Subsidiaries 66,493 118,278 25,202 21,899
Jointventures 11,372 11,961 - 720
77,865 130,239 25,202 22,619

33 Ultimate controlling party
The Company is fisted on the Alternative Investment Market of the London Stock Exchange. Material shareholders are detailed within the Directors’ Report.

There is no ultimate controlling party of the Graup.
34 Postbalance sheetevents

On 27 July 2021, The Group entered inta a £12m Invoice Discounting facility. The facility is secured against certain Group debtors. There is no debentuse
nor any covenants associated with this facility and the pre-existing debenture has been refeased.
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Alternative Performance Measure Glossary

This report provides alternative performance measuras ({APMs™), which are not defined or specified under the sequirements of International Financial
Reporting Standards. The Board believes that these APMs provide readers with important additional information on the business.

Alternative Parformance Measure

Definitlon and Purpase

Underlying profit befare tax

Represents the profit before tax prior to 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-iax 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 2,158
Exceptional iterns (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 venture - {559)
Underlying Profit before Tax 21,195 4,854

Basic underlying earnings per share

Profit attributable 10 the equity holders of the Company grior to exceptionat items and impairment of intangible
assets and fair value 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 13

Net Cash/(debt)

Represents the net position of the Group's cash and ioan balances including leases. Calculated as follows:

2021 2020

£600 £000
Cash and cash equivalents 28,303 18,499
Non-current interest-bearing foans and borrowings {8,586) (9.437)
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:
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€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

Net 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 GSVEN that this year's Annual General Meeting of Hargreaves Services pic (the Company) will be held at Prior's Hall
Durham Cathedral, Durham, DH1 3EH on 27 October 2021 at 11.00am to consider and, if thought fit, approve the following resciutions:

Ordinary Business

L

2.
3.

8.

9

To adopt and receive the Directors’ Report, the Strategic Repart, the Directors’ Corporate Governance and Remuneration Reports, the Audit & Risk
Committee Repori, the Auditor’s Report and the Financial Statements for the year ended 31 May 2021.

To approve the Directors’ Carporate Governance and Remuneration Reports for the year ended 31 May 2021,

To declare a fina! dividend for the year ended 31 May 2021 of 45 pence per ordinary share to bring the dividend for the year ended 31 May 2021 to a
total of 7.2 pence per ordinary share.

To declare an additional divideng of 12 pence per ordinary share to be funded from dividends to be paid 1o the Company by Hargreaves Services
Europe Limited.

To re-appoint Roger McDowell as a director of the Company in accordance with article 34 of the Company's articles of association, who cffars himself
for re-appointment,

. Ta re-appoint John Samuel as a dicector of the Company in accordance with article 34 of the Company's articles of association, who offers himself

fas re-appointment.

Ta re-appoint Nicholas Mills as a director of the Company in accordance with article 20.2 of the Campany's articles of association, who offers himsetf
for re-appointment.

To re-appoint PricewaterhouseCoopers LLP as auditors of the Company 1o hold office from the conclusion of this meeting to the conclusion of the
next general meeting at which accounts are laidf before the Company.

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 unconditionally to exercise ail

the powers of the Company to allot shares in the Company and to grant rights 1o subscribe for, or to convert any security into such shares in the

Company (Rights):

1001 up to an aggregate nominal value of £1,377054 (representing approximately one-third of the total ordinary share capital in issue {excluding
shares held in Treasury) as at 23 July 2021} and

102 comprising equity securities (wathin the meaning of section 560 of the Act) up to an aggregate nominal amount of £2,154,107 (after deducting
from such amount any shares allotted under the authority conferred by virtue of resolution 10.1) in connection with or pursuant to an offer or
invitation by way of a rights issue {as defined below), provided that such autherities conferred by this resolution 10 shall expire on the earlier 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 aor 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
may allot shares and grant fights pursuant to such offers or agreements as if the relevant authorities conferred by this resclution 10 had not
expired. These authorities shall be in substitution for all previous authorities previously granted to the directors to aliot shares and grant Rights
which are pursuant to this resclution 10 reveoked but without prejudice to any allotment or grant of Rights made or entered into prior to the
date of this resoluticn 10.

For the gurposes of this resolution 10, rights issue means an offer ar invitation to (i) holders of ordinary shares in proportion {as nearly as may
be practicable) to the respective numbers of ardinary shares held by them on the record date for such allotment and (i) persons wha are
holders of other classes of equity securities if this is required by the rights af such securities (if any) or, if the directors of the Company consider
necessary, as permitted by the rights of those securities, to subscribe for further securities by means of the issue of 2 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 divectors of the Company may deern necessary or expedient in relation to fractional entitlerents,
treasury shares, record dates or legal, regulatory or practical difficulties which may arise under the laws of, or the requirements of any
recognised regulatory body or any stock exchange in any ferritory or any other matter whatsoever.

1t. Subject to and conditional upen the passing of resolution 10 {and in substitution for all existing like powers granted to the directors of the Company

{to the extent they remain in force and unexercised)), the 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 conferred upon them by resolution 10 or 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 to any such allotment, provided that this power shall be limited to the allotment of equity securities:

11 pursuant 1o the authority conferred upon them by resolution 10.1 or where the allotment constitutes an allotment of equity securities by virtug
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 to any such allotment,
provided that this power shali be kmited to the allotment of equity securities:

1111 in connection with or pursuant to an offer of such securities by way of a pre-emptive offer (as definad below), and

1112 (otherwise than pursuant to resolution 111 1} up to an aggregate nominai value of £323,116 (representing approximately 10% of the tartal
ordinary share capital in issue (excluding shares held in Treasury) as at 23 July 2021); and

112 pursuant 1o the authority conferred upon therm by resolution 10.2, in gonnecTion with or pursuant to a rights issue, 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
conciusion 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 renewed or extended priar to such expiry, save that the directors of the Company may befora such expiry make offers o
agreements which wobld 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 issure or offer (o (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(s) for such allatment; 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 Coempany consider necessary, as
permitted by the rights of those securities, but subject in both cases io such exclusions ar 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 or practical difficulties which may
arise under the faws of, or the requirements of, any recognised regulatory body or any stock exchange in any terfitory of 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 term in section 583{4) of the Act) of its ordinary shares of 10 pence each in the capita! of the Company
{Ordinary Shares) on the terms set out below:
120 the maximurm aggregate number of Ordinary Shares authorised 1o be purchased by the Company pursuant 10 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
12.2 the minimum price which may be paid for each of those Ordinary Shares {exciusive of expenses) is 10 pence; and
2.3 the maximum price (exclusive of expenses) which may be paid for each of those Ordinary Shares is not more than the higher of () 59 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 (i) the price stipulated by European Cammission-adopted Regulatory Technicat
Standards pursuant to Article 5{6} of the Market Abuse Regutation, but so that this authority shalt (unless previously varied, revoked or renewed)
expire on the earlier of the conctusion of the next Annual General Meeting of the Compary or the date falling six months after the end of the
Company’s current financial year, save that the Company may before the expiry of this autharity conclude any contract for the purchase of its
own shares pursuant to the authority conferred by this resolution 12 which contract would or might be executed wholly or partially after the
expiration of this authority as if the authority conferred by this resoluticn 12 had rot expired.

As at the date of this Notice, the Board is hoping to welcome sharehofders in person to the Annual General Meeting. However, in the
event that UK Government and Public Health England guidance changes in respect of COVID-19 resuiting in external shareholders being
prevented from attending the Annual General Meating, shareholders are strongly encouraged to appoint the chair of the Meeting as
their proxy 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 Midiands 862 8HD 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 notitself prevent shareholders from attending in person and voting at the meeting should they subsequently
decide todoso.

- CREST members may use the CREST electronic proxy appointment service to submit their proxy appointment in respect of the
Annual General Meeting as detailed in the Notes to this notice on pages 98 and 100.

The UX 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
ourwebsite (www.hsgple.co.uk) and, where appropriate, by RNS annountement. We trust that afl cur shareholdars will understand the
need for these precautions in light of Government public health guidelines on COVID-19. tn the avent that UK Government and Public
Health England guidance changes which results in extarnal shareholders being prohibited fram attending the Annual General Meeting,
we will arrange a facility for shareholders to ask questions of the Board of Directors,

27 July 2021
By order of the Board

John Samuel
Company Secretary

Registered Office:

West Tercace

Esh Winning

Durham

DH7 9PT

Registered in England and Wales No. 4952865
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Notice of Annual General Meeting - Hargreaves Services plc
(incorporated and registered in England and Wales under company number 4952865
continued

Notes

i

[

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 doubr as 10 what action you should take you shou'd consuit an independent adviser. As at the date of this Notice, the
Board is hoping to welcome sharehalders in person 1o 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,
shareholders are strongly encouraged to appoint the chair of the Meating as their proxy. The Company will continue to monitor the impact of
COVID-19 and reserves the ability to revise arrangements in relation to the Meeting should circumstances change. Any relevant updates regarding
the Meeting will be available on the Company's website.

. Resolutions 1 to 10 will be proposed as ordinary resolutions. A simple majarity (being more than 509%) or votes cast must be in favour of each such

resUlutivn in order fur il W be passed.

Resolutions 11 and 12 will be proposed as special resolutions. A special resolution requires 75% or more of votes cast to be in favour of such resolution
in order for it to be passed.

All business proposed at the Meeting is ordinary business, pursuaat 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 dose of
business on 25 October 2021 as holders of ordinary 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 Qciober 2021 shall be disregarded in determining the rights of any person to attend and vote at the Meeting.

. IFyou are a member of the Company at the time set outin Note 2 2bove, you are entitled to appoint a proxy to exercise all or any of your rights to

attend and to speak and vate on your behalf at the Meeting (2lthough sharehalders 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 shareholder 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 mare 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 instructions accompanies this notice

. To be valid any proxy form or ather (nstrument appointing a proxy must be received by post or (during normal business hours only) by hand at the

office of the Registrars of the Company, Neville Registrars Limited, Neville House, Steefpark Road, Halesowen, West Midlands B62 8HD no later than
11.00am on 25 Qctober 2021,

. The return of a completed proxy form, ather such instrument or any CREST Proxy Instruction (as described in Notes 10-13 below) will notin itself

prevent a shareholder attending the Annual General Meeting and voting in person If he/she wishes 1o do so.

. IF2 member appeints a proxy or proxies and then decides 1o attend the Annual General Meeting in person and vote using his pall 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 al 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 shail be the case; but if the member does not specifically revoke proxies, then the vote in person will be treated
in the same way as if It were the last received proxy and earlier proxies will only be disregarded to the extent that to count them would resultin the
number of voles being cast exceeding the memnber’s entire holding. f you do not have a proxy form and/or believe that you shoutd have one or if you
reguire additional forms, please contact the Registrars of the Company, Neville Registrars Limited, Neville House, Steelpark Road, Halesowen, West
Midlands B&2 8H0.

To change your proxy instructions simply submit a new proxy appointment using the methods set cut above. Note that the cut-off time for receipt of
proxy appointments (see Note 4 abovel alsa applies in relation to amended instructions; any amended proxy appointment received after the relevant
cut-off time will be disregarded.

. Where you have appoainted a proxy using the hard-copy proxy form and would like to change the instructions using another hard-copy prexy form,

please contact Neville Registrars Limited, Neville House, Steelpark Road, Halesowen, West Midlands B62 8HD. If you submit more than cne valid proxy
appointment, the appointment received last before the latest time for the receipt of proxies will take precedence.

. In order to ravoke 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 appcintment to Neville Registrars. b the case of a member which is a cornpany, the revocation notice must be executed under

its cornman seal ar signed on its behalf by an officer of the company or an atterney for the company. Any power of attorney or any ather 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
11.00am on 25 October 2021. if you attempt to revoke your proxy appointment but the revacation is received after the time specifiad then, subject

1o Note 7 above, your appointment will remain valid.

CREST members who wish to appoint a proxy or proxies thraugh the CREST electronic proxy appointment service may do so by using the procedures
described in the CREST Manuat CREST Personal Members or other CREST sponsored members, and those CREST members who have appointed
voting service provider(s), should refer to their CREST sponsar 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 to be valid, the appropriate CREST message (a "CREST Proxy Instruction”)

must be progerly authenticated in accordance with Euroclear UK & lreland Limited’s (Euraclean) specifications, and must contain the information
required for such instruction, as described in the CREST Manual. The message, regardless of whether it constitutes the appeintment of a proxy or is
an @gmengdment (o the insiruction given 1o a previously appointed proxy must, in order to be valid, be transmitted sc as 1o be received by the issuer's
agent (1D 7RA11) by 11.00am on 25 October 2021. For this purpose, the time of receipt will be taken to be the time (as determined by the timestamp
applied o the message by the CREST Application Host) from which the issuer's agentis able to retrieve the message by enquiry to CREST in the
manner prescriped by CREST. After this time any change of insteuctions to proxies appointed through CREST should be communicated to the
appeintee through other means.

. CREST members and, where applicable, their CREST sponsars, o¢ voting service providers shoukd note that Euroclear does not make avaifable special

pracedures in CREST for any particular message. Normal systern timings and Jimitations will, therefore, apply in relation to 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 parsonal member, or sponsored
member, ar has appointed {a) voting service provider(s), to procure that his CREST sponsor or voting service provider(s) take(s)) such action as shall
be necessary [o ensure that a message is transmitted by means of the CREST systern by any particular ime. In this connection, CREST members and,
where applicable, their CREST sponsars or vating system providers are referred, in particular, to those sections of the CREST Manugl concerning
practical limitations of the CREST system and timings.
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1 2. 3. Financial Statements

13 The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out In Regulation 35(5)(3) of the Uncertificated Securities
Regulations 2001 {as amended)

14, If a corporation is a member of the Company, it may by resglution of its directors or other governing body authorise one or more persons 1o act
as its representative ar representatives at the Meeting and any such representative or representatives shall be entitled 1o exerdise on behatf of the
corporation all the powers that the corporation could exercise if it were an individual member of the Company. Carporate representatives should
bring with them either an onginal or certified copy of the appropriate board resolution or an original letter confirming the appeintrent, provided
it is on the carporation’s letterhead and is signed by an authorised signatasy and accompanied by evidence of the signatory’s autharity.

15. As at 23 July 2021 {being the last business day prior to the publication 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 total voting rights in the Company as at 23 July 2021 was
32,311,606

16. The followsng documents will be available for inspection at the Company's registered office at West Terrace, Esh Winning, Durham, OH7 SPT 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:

. copies of the service contracts for the Executive Directors of the Company; and
- copies of the letters of appointment of Non-Executive Oirectors of the Company.

Explanatory Notes to the Notice of Annual General Meeting
The notes on the following pages explain the proposed resolutions.

Resolution 1: Accounts

The directars will present their Report, 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 meeting as required by law. These reports and statements are sef out on pages 251094

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 out in full on pages 33 to 36
of the Company’s Annual Report. The vote is advisory and the directors’ entitlement to remuneration is not conditional upon this resolution being passed

Resolution 3:Final Dividend
The Board proposes a dividend for the financial year ended 3t May 2021 of 4.5 pence per ordinary share. If the meeting approves resolution 3, the
dividend will be paid on 26 October 2021 to shareholders on the register of members on 17 September 2021.

Resolution 4: Additional Dividend

The Board proposes an additional dividend of 12 pence per ordinary share te be funded from dividend payments to be paid ta the Company from
Hargreaves Services Europe Limited. If the meeting approves resclution 4, the dividend will be paid on 29 Octeber 2021 to sharehalders on the register
of members on 17 September 2021.

Resolutions 5 and 6: Re-appointment of Directors

Al each Annua! General Meeting one-third of the directers for the time being (other than those appointed since the last Annual Generat Meeting) are
required ta retire. If the number of relevant directors is not 2 multiple of three, the number nearest to one-third of directors, but not less than one-thied,
must retire. Directors due to retire by rotation are those longest in office since their last re-election or re-appaintrment. A retiring director is eligible for
re-appointment. Roger McDowell and John Samuel are both offering themselves for re-appointment.

Brief biographical details of Roger McDowell and John Samuetare set out on page 19 of this document.

Resolutions 7: Appointment of Director

As Nicholas Mills was appointed to the Board subsequent to the date of the last Annual General Meeting, he is required by the Company’s articles of
association 1o be re-appointed at this year's Annual General Meeting Accardingly, the directors recommend that Nicholas Mills be re-appoinied as a
director and resolution 7 proposes his re-appointment.

Brief biographical 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.
PricewaternouseCoopers LLP are willing to be re-appointed for a year and resolution & propases their appaintment and, in accordance with standard
practice, resolution 9 autharises the Audit & Risk Committee of the board of directors of the Company to determine the level of the auditors’ remuneration,

Resolution 10: Renewal of Board's Authority to Allot Shares

Resolution 10.1 grants the directors authority to allot relevant oidinary shares up to an aggregate neminal amount of £1,077,054 being approximately
one-third of the Company's issued ordinary share capital (excluding shares held in Treasury) as at 23 July 202).

Annual Repart and Accounts 2021 g 9



Notice of Annual General Meeting - Hargreaves Services plc
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continued

In line with guidance issued by the Investment Assaciation, resolution 10.2 grants the directors authority ta allot ordinary shares in connection with

a rights issue up to an aggregate nominal amount of £2,154,107 {(representing 21,541,071 archinary shares of 10 pence each), as reduced by the naminal
amount of any shares issued under resalutian 10 1, This amount, before any such reduction, represents approximately two-thirds of the Company's issued
ordinary share capital (excluding shares held in Treasury) as at 23 July 2021, Under a rights issue, ordinary shareholders are invited to subscribe for further
ordinary shares In propartion (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 authority for directors to allot new shares up ta an amount equal to one-third of the
existing share capital, such as that granted by resolution 101, will be regarded as routine. The Investment Association guidetines also state that an
authority for directors to aliot 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.

Itis not the directors’ curfent intention to exercise either of these authorities. The authorities granked by resolution 10 replace the existing authorities
1o allot shares.

Resolution 11: Disapplication of Statutory Pre-emption Rights
Resalution 11.1.) grants the directors power to 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 10 a pre-emptive offer of shares.

Resalution 11.1.2 permits the directors to allot shares without first offering them 1o existing shareholders and otherwise than in connection with

a pre-emptive offer, but only up to a lirmit of 103 of the total ordinary share capital. Historically, the Pensions and Lifetime Savings Assaciatian (PLSA)
[previously known as the National Association of Pension Funds) guidelines suggested that AlM companies should be permitted to take authority to ailot
up to 10% 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 Imit should be 5% but that an additional 5% is acceptable pravided that the Company confirms that it intends to
use the additional 5% only in connection with an acquisition or specified capital investment which would be announced contemporaneously with the
issue, or which has taken place in the preceding six-month pericd and is disclosed in the announcement of the issue. Taking note of the PLSAS guidance,
the directors are proposing that the resclution remains unchanged from that passed at last year's Annual General Meeting and in previous years.

Resolution 11.2 grants the directors power (o allot those shares issued fusther to the powers granted to them under resolution 10.2 without first affering
them to existing shareholders.

Resolution 12: Purchase of Own Shares

Resolutian 12 authorises the Company ta purchase its own shares {in accordance with section 701 of the Act} during the periad from the date of this
Annual General Meeting yntil the end of the next Annual General Meeting of the Company o 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 ordinary 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 shares for the five business days befare 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 an the trading venue where the purchase is carried out). The minimum price
payable for a share wilt be 10 pence. Companies are permitted to retain any of their own shares which they have purchased as treasury shares with a view
to possible re-issue at a future date, rather than cancelling them. The Company will cansider holding any of its own shares that it purchases pursuant 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 directors will consider making use of the renewed authaority pursuant to resolution 12 in circumstances which they consider to be in the best interests
of sharehalders generally after taking account of market conditions prevailing at the time, other investment opportunities, appropriate gearing levels, the
effect on earnings per share and the Company’s overall financial position. No purchases will be made which would effectively alter the control of the
Company without the prior approval of the sharehoiders in 2 general meeting.

100 Hargreaves Services plc



Shareholder Information

Company Secretary
John Samuel FCA

Independent Auditors
PricewaterhouseCaopers LLP
Levels Sand 6

Central Square South
Orchard Street

Newcastle upon Tyne

NEL 3AZ

Bankers
Santander
58/60 Briggate
Leeds

LS1 6AS

Nominated Adviser and Joint Stockbroker

Singer Capital Markets
Qne Bartholomew Lane
London

EC2N 2AX

Joint Stockbroker
Investec Bank plc
30 Gresham Street
London

EC2v 7QP

Registered Office
West Terrace

Esh Winning
Durham

DH7 9PT

for more information

Registrar

Neville Registrars Limited
Neville House

Steelpark Road
Halesowen

B62 BHE

Hargreaves Services plc
West Terrace

Esli Winining

Durham DH? 9PT

Tel: 019% 373 4485
Fax:(N91 3733777

www.hsgplc.co.uk
Company number: 4952865

Please visit us online at www.hsgplc.co.uk

for up to date investor information,
company news and other information.



Hargreaves Services plc
West Terrace

Esh Winning

Durham DH7 9PT

Tel: 0191 373 4485

Fax: 0191 373 3777

Company number- 4952865

www,hsgplc.co.uk



