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About us

The value proposition of Hargreaves
Services plc is built on creating, delivering
and realising value from its three business
pillars of Services, Hargreaves Land and
1ts investment in its German Joint Venture.

Hargreaves operations are managed across the following structure:

Services

Services provides critical support 1o
many core industries including Energy,
Environmental, UK Infrastructure and
certain industries through the provision
of materials handling, mechanical and
electrical contracting services, logistics
and major earthmoving.

27 Read more at www.hsgplc.co.uk
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Hargreaves tand is focused on

the sustainable development of
brownfield sites for both residential

and commerdial purposes,

Hargreaves Raw
Material Services

Trades in specialist commodity markets
and owns DK Recycling, a specialist
recycler of steel waste material,
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1. Strategic Report 2, 3.

Highlights of the Year

1 | Strong balance sheet - net assets of £183.1m from £144.3m
2 1 Profit before tax increased to £34.5m from £14.4m

3 I Full year dividend of 20.4p proposed compared with 19.2p

Trading — Revenue of £177.9m (2021: £204.8m)
—  Underlying* profit before tax of £32.7m ("UPBT") {2021: £21.2m)
—  Basic underlying® EPS from continuing operations of 103.2p (2021: 70.7p)

Services - Revenue reduced as expected to £162.8m (2021: £193.0m) following exit frem
coal activities in 2021
—  Like-for like Services revenue increased by 18.7% to £1628m (2021: £137.2m})
—  Services UPBT increased to £7.6m from £5.1m as HS2 contract progresses

Hargreaves —  Further sales at Blindwells delivered
Land - £50m of conditicnal contracts exchanged at Unity JV
— Renewable energy land portfolio records first rental incomes

German - Strong trading performance with underlying* profit after tax of £27.3m (2021: £13.6m)
Joint Venture - Very strong commaodity market conditions
— DK Recycling sustainable cost reductions and operational improvements

Balance — Cash and cash equivzlents of £13.8m (2021: £28.3m) excluding £15m loaned to German

Sheet Ioint Venture
—  Net Asset Value*™ per share at 31 May 2022 of £5.63 (2021:£4.47)

Dividend ~  Final dividend increase of 24.4% to 5.6p (2021: 4.5p) and additional dividend of 12.0p
(2021:12.0p) proposed

Notes:
*  Underlying resuits are stated prior to exceptional iterms and imparment ot intangible assets See Altermative Performance Measure Glossary, page 94
* Net Asset Value definedin glossary on page 94
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Chairman’s Statement

Roger McDowell, Group Chairman

This year the Group

has built strong

momentum in all

three business areas.

Introduction

The Group performed strongly throughout

the financial year achieving a 54.2% increase in
underlying profit before tax (‘UPBT")* of £32.7m
(2021: £21.2m). We have seen strong growth

in both our Services business, which has been
buoyed by the commencement of the HS2
contract, and the Group's investment in the
German Joint Venture ("HRMS"). Hargreaves
Land continued to progress its major
developments at Blindwells and the Unity Joint
Venture whilst also seeing the first incomes arise
from its renewable asset land portfolio which
promises so much potential future value, Profit
before tax from continuing operaticns was
£345m (2021: £14:4m). Basic underlying eamings
per share from continuing operaticns* have
increased to 103.2p compared to 70.7p in the
prior year. Basic earnings per share was 113.8p
(2021: 50.8p).

On behalf of the Board, 1would like to thank
everyone at Hargreaves for their hard work,
dedication and passion, without which the
Group would not be what it is today. Over

the last few years the Group has undertaken

a dramatic strategic transformation, which is
now creating, delivering and beginning to
realise substantially increased shareholder value.
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Continuing Momentum

This year the Group has built strong
momenturm in all three business areas
of Services, Hargreaves Land and HRMS.

The Services business has started work in
earnest on the major earthmoving project

at HS2, which has led to & growth in UPBT.

I arn also pleased to see the expansicn of

our mechanicat and electrical engineering
capabilities, as demonstrated by our
appointment to two major engineering
contracts on HS2 collectively worth over £18m.
Further environmentally positive business
initiatives have been undertaken including
the remediation of over 100 acres of previously
unusable former mining land in Scotland.

Strategic progress has also been seen within
Hargreaves Land. Further saies have been
completed and exchanged at Blindwells

and the wider pipeline looks strong with

the conditional exchange of contracts for the
development and sale of the first logistics units
at the Unity Joint Venture near Doncaster due
to complete over the coming years. The Group's
value creation from its renewable land assets
has also taken z big step forward in the year as
Brockwell Energy announced they had achieved
financial close on their Energy from Waste

plant, which is under construction on cur
Westfield site. The first windfarm is now under
construction by Bay\Wa AG on our site at
Dalquhandy. The creation of value from our
renewable asset land portfolio over the next
few years is an exciting prospect

The HRMS team continues to demonstrate

its ability to be agile in an ever-changing
commedities market, which has allowed them
1o take advantage of recent favourahle pricing
to deliver an excellent profit for the year,
following a very strong performance in the prior
year. Whilst the current resultis pleasing, | am
maore excited by the underlying and sustainable
improvements made in the steel recycling
business, DK Recycling und Roheisen GmbH
("DK"). Since acquisition by HRMS in 2019,

the management team has implemented
improvements to operating processes and
administrative functions which should deliver

a sustainable improvernent of around €10m

per annum compared to thelr pre-acquisition
perfarmance. DK contributed approximately
43% of the HRMS result for the year.

Cash and Leasing Debt

The Group remains free from any bank debt
and held net cash of £13.8m on 31 May 2022,
compared to £28.3m in the prior year. This
reduction is due to the decision to loan £15m
to HRMS to enable them to capitalise on the
current trading conditicns. | am pleased to see
that this funding provided to our Joint Venture
has helped to deliver substantial returns.

£12m of this loan was repaid in July 2022,
Notwithstanding this, cash generated from
operations has been primarily invested into
Hargreaves Land assets and ieased plant and
equipment, principally for the H52 contract,

Hargreaves Services plc



The only debt held by the Group relates to
specific leasing debts for the acquisition of
fixed assets. At the year end this borrowing
stood at £18.4m, which s an increase of £6.6m
when compared to 31 May 2021 due to the
initial investment required to mobilise the
H52 earthmoving contract within Services.

Dividend

The Group paid an interim dividend of 2 8p,
which represented a 3.7% increase year on year.
I'he continued strong performance of the
Group throughout the remainder of the year
has enabled the Board 10 announce an increase
of nearly 25% to the final dividend, which is
proposed to be 5 ép (2021: 4.5p}. This brings the
underlying full year dividend to 8.4p (2021: 7.2p)
representing an overall increase of 16.7%.

In addition to the final dividend of 5 6p, the
Board is also proposing an additional dividend
of 120p per share (2021: 12.0p} in relation

to dividends to be received from previously
undistriputed profits at HRMS. Combined this
brings the total dividend for the year ended
31 May 2022 to 204p (2021:19.2p).

If approved at the Annual General Meeting,
the final dividend of 5. 6p and the additional
dividend of 12.0p will be paid on 31 October
2022 to all shareholders on the register at
the close of business on 23 September 2022,
The shares will become ex-dividend on

22 September 2022

Environmental, Social

and Governance (“ESG”)

The Group has established a cross-business
working group ("ESG Group”) which is focused
on identifying the risks and cpportunities
arising from climate change and other social
and governance matters. The ESG Group
reports directly into the Audit and Risk
Committee and contains representatives

from each aspect of the business. | am pleased to
see the high levels of engagement in this group
and the fact that the drive for sustainability

is coming from all parts of the Group.

Hargreaves has taken significant strides in the
last year to develop cur Employee Assistance
Programme and train our mental health first
aiders. The well being of cur employees

is essential in delivering value 1o all of our
stakeholders. We have also established a
dedicated Corporate Social Responsibility fund
for supporting local charities and activities in
which our employees are actively involved.

Strategy and Shareholder Value

The Group remains focused on its strategy to
create, deliver and realise value for shareholders
through the three core businesses of Services,
Hargreaves Land and HRMS.

Create

The commencement of the major earthmoving
contract at H52 and the growing mechanical
and electrical capabilities of the Services
business have enabled opportunities for the
Group to create value for shareholders, The
Hargreaves Land team are creating substantial
shareholder value through the development
of the renewable energy land portfolio and
HRMS continues to create value through its
ability to adapt to market conditions,

Deliver

The Services business has secured over 50 term
contracts and framework agreements and is
focused on their successful delivery. The long
term land development assets at Blindwells
and Unity are continuing to deliver returns as
we are Now seeing regular revenues and profit
generation. The delivery of value from the
renewable iand portfolio will increase steadily
over the next few years. The transformation

of the operations within DX, part of HRMS, is
now delivering recurring and more sustainable
returns, enabling the base levet of profitability
to be increased within HRMS.

1
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Realise

We are increasing the underlying full year
dividend by 16.7% to 8.4p in recagnition of the
successful delivery of the value created within
the Group. Additionally, the value within HRMS
continues to be repatriated to shareholders via
the additional 12.0p annual dividend. The Board
is confident that this increase is sustainable and
fairly reflects the value that is being delivered
within the Group. Further value realisation
nppnrtanities remain in the forefront of the
Board’s considerations.

Outlook

The Group now has significant momentum,
which has resulted in the highest UPBT for
the Group in seven years. The Balance Sheet
remains free from bank debt and third party
security and provides a strong platform for
growth allowing the Group to remain agile
to opportunities. Our net tangible assets now
stand at £178.3m (2021: £139.5m) representing
548p per share (2021: 432p).

The Board is acutely aware of the uncertainties
in current global economic outlook and has
strategies in place to mitigate the challenges

of UK inflation. HRMS is also taking steps to plan
for potential threats to German energy supplies.
The Board has great confidence in the strategy
and expectations for the Group’s financial
perfarmance heading into the year ending

31 May 2023,

Roger McDowell
Chairman
26 July 2022

The Board has great confidence in

the strategy and expectations for the
Group’s financial performance heading
into the year ending 31 May 2023.”

* [he basis of underlying profit betore tax and basic underbymg EPS 15 set ot tn the Alternatve Performance Measures Glossary on page 94
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Chief Executive’s Review

Gordon Banham, Group Chief Executive

Hargreaves has

undertaken significant
changes over recent
years and I believe

we have navigated

the challenges which

have arisen well.

Hargreaves Central

£m Services Land HRMS Costs Total
Revenue (2022) 162.8 15.1 - - 177.9
Revenue (2021) 1930 18 - - 204.8
Underlying profit/(loss) before

tax*{2022) 7.6 2.1 27,3 (4.3} 32.7
Underlying profit/{loss) before tax*

(2021} 51 6.3 136 3.8 212
Profit/{loss) before tax from

continuing operations (2022) 9.4 21 27.3 (4.3} 34.5
{Lossyprofit before tax from

continuing operations (2021) 07 53 136 38 144

*  The basis of underlying profit before tax 1s set out In the Alternative Performance Measares Glossary on page 94,

Services

The Services business recorded a reduction
in revenue from £193.0m to £162 8m due to
the decision taken in the prior year to cease
all material coal activities, which accounted
for £55.8mIn the year ended 31 May 2021.
Like for like Services revenue has grown from
£137.2m to £162 8m, an increase of 18.7%.
This growth has predominantly come from
the major earthmoving contract on HS2,
which commenced during the year,

The business unit delivered an UPBT of £75m,
representing growth of nearty 50% over the
prior year Whilst much of this improvement

is delivered by the HS2 contract, operating
margins have also improved across the business
unit from 2.6% to 4.7%, reflecting the move
away from the low margin coal activities

04

in my previous report, | highlighted two specific
contracts which were on the horizon and Hwould
like to provide an update on both of them

HS2

| am pleased to report that the major
earthmoving contract with the EKFB
Consortium on 532 has begun well. We now
have over 350 people working on the project,
with almost 300 items of plant being put to
work. In addition to the earthmoving activities,
we have also developed a solution 1o reduce
the carbon emissions on the project through
the installation of an overland conveyar system
to remove excess materiat from site, which

will eliminate over 78,000 lorry movements
amounting to over 700,000 miles. This will not
only reduce the carbon emissions through less
miles driven, but also reduce the noise pollution
for local residents.

Hemerdon

Following the listing of Tungsten West plc
("TW") on AlM in October 2021, we received the
first of eight annual payments of £1m relating
to maintaining our capability at site TW
announced in Aprit 2022 that it intended

¢ pause their development plan for the site
and evaluate alternative approaches. A further
announcement was made by TW on 19 July 2022
which indicates that TW plans to commence
producticn in the first half of calendar year 2023
TW states that it has to put further funding in
place to achieve this. Whilst this news does
mean that any growth that was expected to
come from the commencement of mining
activities may be delayed, the Group remains

in a strong contractual position with security
over the mineral rights. The Group remains in
close contact with TW.

Profitability within Services has remained
weighted to the second half of the year, however,
in the coming year this is likely to level out as
the works undertaken on HS2 provide greater
profitability in the summer months, reducing
the seasonality.

With over 50 framework and term contracts

in place and approximately 75% of next year's
revenue secured, the Services business has
resilience to the current inflationary pressures.
Most term contracts include a form of price
escatation, particularly in relation to fuel increases
for our logistics operations. The main H52 contract
1s a defined cost plus fee arrangement so that
increases in defined costs will be recovered.
With inflation in the UK rising to over 7% in

the second half of the last financial year, the
busingss has seen the benefit of these clauses
in the contracts in mitigating the impact of
such risks,

Hargreaves Services plc



Qur mechanical, electrical and civils capabiiities
were enhanced on 7 July 2022 by the
acquisition for £750,000 in cash of SBU Limited
and its subsidiary S&B Utilities Limited (“SBU".
SBU has {ong standing framework contracts
with Yorkshire Water and Severn Trent Services
together with a very recent appointment with
Northumbrian Water. The business, which has
annual revenue of around £4m and over 40
employees, will strengthen our business
offering in the utilities sector.

Hargreaves Land

Hargreaves Land recorded revenue of £15.1m
{2021: £11.8m) and a profit before tax of £2.1m
(2021: £6.3m) for the year. This reduction of
£4.2m in profitability is due to the timing of
sales at the Unity ioint Venture, near Doncaster.
In Aprii 2021, the Unity Joint Venture completed
a material sale to a national retailer, which was
several months ahead of the originai plan.

This sale pulled forward £4.1m of profit into

the year ended 31 May 2021, which has jed

to the reduction recorded in 2022.

Further progress has been made at Unity,
with the exchange of contracts announced
in February 2022 for the conditional sale

of a total of 29 acres to Aver Property and
the development of two logistics units for
£50m consideration Completion is expected
to occur over the next 24 months. The Unity
Joint Venture is independently funded

from Hargreaves.

During the year, the business has completed
afurther sale at Blindwells. A 129 acre plot was
sold to Persimmon in January 2022 for a total
consideration of £96m, which is payable in
three annual instalments. In February, the Group
announced the exchange of contracts with
Ogilvie Homes for the sale of a 4.6 acre plot,
which is expected to complete in the next
financial year. This demonstrates continuing
progress within the Blindwells development,
which welcomed its first residentsin the
financial year. The site remains a long term,
regular annual profit stream for Hargreaves
Land, with approximately 120 acres still
remaining to be sold within Phase 1. The first
phaseis expecied 1o be developed out by
2031 with Phase 2, known as Greater Blindwells,
comprising approximately 1,000 acres
progressing through the local plan process
with a planning allocation for up to 8,00¢
homes expected to be secured before 2030,
The Group has an effective 25% share of the
land in this second phase.

An exciting development within Hargreaves
Land has been the increasing momentum
behind the Group's renewable energy land
assets. The Group's former subsidiary, Brockwell
Energy Limited, achieved financial close on
their Energy from Waste plant at Westfield, Fife,

which provided an immediate £2m of deferred
consideration from the original sale of the
business. Additionally, Brockwell entered into

a 35-year minimum term index linked lease,
which wil} deliver annual renta! income of £04m
following the construction of the plant which
is expected to take about three years.

This marks the first significant income relating
to the Group's renewable energy land portfolio,
which in addition to Westfield includes cptions
over land with wind farm developers needed
to produce 580 MWs of power on various
long-term agreements, which are expected 1o
begin delivering value over the next 24 months.
This represents more than 2% of the UK's total
installed wind power capacity in 2021* This is

a particu'arly exciting area for Hargreaves Land
and represents an cpportunity to create
substantial value for the Group.

Hargreaves Land acts solely as a landlord in this
area and dees not undertake any construction
work or ownership of the energy generating
assets themselves.

HRMS

HRMS contributed £273m (2021: £13.6m) to

the Group's profit before tax. This represents an
increase of 101% and demonstrates the continuing
strong performance that was seen from HRMS
in the second half of the previous year

The traditional trading business has seen

a substantial increase in volumes of minerals
traded, which has accompanied the increase

in commadity prices seen over the past 18
months. The trading team at HRMS have always
been skilled at maximising opportunities whilst
minimising the risk profile taken. This has been
highlighted in the current year's result

The performance by the trading team has been
complemented by the significant turn around
it the profitability of the steel waste recycling
husiness, DK. Pricr to acquisition by HRMS

in December 2019, this business was loss
making. Since then, the management team

has introduced a number of measures which
have led to an approximate €10m of sustainable
improvement in profitability. In addition to this
sustainable improvernent, DX has also benefited
from high commeodity prices, in particular zinc
and pig iron, which have augmented the result.

The third aspect of HRMS is the Carbon
Pulverisation Plant. The plantis fully operational
and producing 100kt of pulverised product

per annum, which represents arcund 25% of the
plant’s full capacity. The facility defivered a break
even result in the year, which is in line with the
prior year result, [tis not expected to move Into
profitability until the year ending 31 May 2024
whilst economic uncertainties persist in German
industriai markets as a result of the war in Ukraine.

* Saurce https AAwww.statista com/statistics/421861/wind power-capacity in the Jnited-kingdom
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HRMS mitigates against its exposure o
commedity prices by both hedging forward
sales positions and by ensuring that it does
not enter into open trading positions so that
purchases of commodities are back to back with
secured sales. DK is considering the installation
of a liquid gas tank to provide resilience in

the event of a gas supply shortage although
only small quantities of gas are used In the
production process.

Summary

This year has been one of real momentum,
particularly within Services and Hargreaves
Land, whilst HRMS continues to demonstrate
its ability to capitalise on market opportunities.

fam particularly pleased with the resilience
of the Services business, given the challenges
faced by many businesses regarding cost
inflation and supply chain difficuities.
Hargreaves Land continues to deliver long
term and recurring profits from the two
flagship projects at Blindwells and Unity,
whilst developing an exciting pipeline of
opportunities, not least of which is the
renewable energy land portfolio. Finally, the
sustainable improvements made at DK have
highlighted the ability of the management team
to identify and take advantage of opportunities,
which can deliver substantial value.

Hargreaves nas undertaken significant changes
over recent years and | believe we have navigated
the challenges which have arisen well. The
business has a strong, debt-free balance sheet
and I look ta the future with optimism.

Gordon Banham
Group Chief Executive
26 July 2022

05



Operating Review

Hargreaves has reasons to look
forward to a bright future with
opportunities for growth within

each sector.

Overview

Cver the past few years, the Group has
streamlined and simplified its business medel
to focus on the three core pillars of Services,
Hargreaves Land and HRMS. Each sector has a
clearly defined target market and service offering,
with a distinct and clear geographical focus.

Services

Revenue 2022

£162.8m

4 £193.0m 2021

UPBT 2022

£7.6m

T £51m 2021

Key markets
Energy
Environmental
Infrastructure
Industrial

Geographical focus
UK and South East Asia

Services provided
- Materials handling
Mechanical and
electrical engineering
Butk logistics
Major earthmaving
Environmental tand improverment
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The Group is managed in these three
pillars as they are each distinct from each
other with limited interaction. Whilst they
are complementary, they are not reliant
on each other for support or growth,

Hargreaves Land

Revenue 2022

£15.1m

T £11.8m 2021

UPBT 2022

£2.1

1 £63m 2021

Key markets

« Mixed use, residential
and commercial
Renewables

Geographical focus
Scotland and North of England

Services provided

-« Multi phase master developer
Land promaotion
Commercial and
logistics development

HRMS

UPBT 2022

£27.3m

T £13.6m 2021

Key markets
Steel
Cement
Industrial

Geographical focus
Germany
Rest of Europe

Services provided

+ Mineral trading
Steel waste recycling
Pig tron and Zinc production
Carbon pulverisation

Hargreaves Services plc



Services
Core Capabilities
The Services business has an extensive and
complernentary service offering for a wide
range of industrial customers. The services
include, but are not limited to:
Bulk materials handling in industrial complexes;
Mechanical and electrical engineering;
Major earthmoving subcontractor;
Pre-construction design advice an major
earthmoving infrastructure projects;
Bulk logistics;
Land remediation and improvement solutions;
Carbon sequestration;
Waste brokering;
Quarrying and aggregates management.

Progress

During the year, there has been tangible growth
within the Services business. In particular, the
Earthmoving operation which has commenced
works on the HS2 contract for the Eiffage Kier
Ferrovial BAM joint venture ("EKFB"). This has

led to the employment of over 350 people in
the Aylesbury region. A key strength of the
Earthmoving operation is the training provided
to our employees and on the HS2 contract
alone, we have trained over 50 plant cperatives,
giving them the skills to operate large plant
efficiently and safely.

We have also seen the complementary nature
of our Services offering to deliver a low carben
solution to the transportation of over 1.3m
tonnes of disturbed earth. Qur engineering
capabilities were able to work in collaboration
with the Earthmoving team to identify the issue
that is created by the transportation of such

a velume of material by road, which would
cause a substantial level of carbon emissions.
Our teams were able to design and propose

an innovative 750m S-conveyor system, which
reduces the amount of road haulage which
would otherwise have been required and saves
on emissions by removing over 78,000 lorry
mavements amounting to over 700,000 miles.
Work on the installation of the conveyor systerm
beganin April 2022,

Additionally, we have secured a contract for
the provision of storage silos and a lime dosing
and mixing system for H52. This is a further
demonstration of the growth in capability
that the business has in delivering engineering
solutions for large scale infrastructure projects.

Annuai Report and Accounts 2022
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The services business remains well
positioned to identify, create and
deliver value for shareholders.

In Hong Kong, a specialist team of linesmen
and electrical specialists undertake a range

of services as part of the Overhead Lines Works
contract with CLP Power (“CLPP"). This is a 5-year
framawork which supports CLPP's 950 sgqkm
distribution network which services over 4m
residents in Kowlgon, New Territories and the
outlying islands of Hong Kang. The ongoing
development of the Hargreaves Power Services
business and diversification into this market

is a key facet of future growth opportunities,
underlining the diversity of the offering within
the Services business in Asia.

The logistics operation was impacted by the
well-publicised HGV driver shortages as well

as the rising price of fuel. The impact of driver
shortages has now been largely avercome.
The team was able to mitigate the fuel price
challenges through strong customer
relationships and the application of contractual
escalation factors which protected the Group
from the worst of the potential impact.

QOur gperations within the environmental sector
have also seen progress in the year. Our land
remediation operations have improved over

100 acres of land in the year. This land was
previously contaminated and unable to support
plant life. As a resuit of our actions this land is
now capable of growing and sustaining trees
and other plant life. An application has also
heen made to apply for carbon sequestration
on cne of the sites controlled by the Group and
notification of award is expected by the end of
the calendar year In total the business is seeking
to plant approximately 1.7 million trees on

700 hectares on three specific former open

cast mining sites in Scotland for future carbon
sequestration This would represent a significant
step in the offering of the business.

Markets and Strategic Focus

The Services business holds over 50 term and
framework contracts, which has provided the
Group with strong levels of revenue visibility.

The market sectors in which we operate

are generally core industries within the UK

and South East Asia; specifically the Energy,
Environmental, Infrastructure and Industrial
sectors. During the pericd of the pandermnic, the
Services business continued largely unaffected
as a result of operating in these critical industries.

The business remains focused on growing the
number of term and framewaork contracts it
holds within the areas of core capability. Specific
areas of target growth are focused on major
earthmaving and mechanical and electricai
engineering. There are several major
earthmoving projects on the horizon, which
represent opportunities comparable with the
current HS2 project. Additionally, the capability
of the Group's mechanical and electrical
engineering team is growing and recent contract
wins, not only on HS2 are demonstrating this
capability to the wider market. Market position

in the utilities market has been enhanced by
the recent acquisition of S&B Utilities Limited

in July 2022, providing framework positions
with Yorkshire Water, Severn Trent Services

and Northumbrian Water.

Outlook

Revenue and margins within Services are
resilient, as demonstrated by the response to
recent challenges (Covid-19, inflation etdy and is
underpinned by a strong pipeline of contracted
works, term contracts and framework pesitions.
Growth oppertunities exist within the earthwaorks,
engineering and envircnmental services work
streams which means that the Services business
remains well positioned to identify, create and
deliver value for all stakeholders.
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Operating Review continued

Hargreaves Land
Hargreaves Land has developed significantly
over the last couple of years and now has two
clear areas of focus:
Property and Land development
Renewable land assets

Property and Land development

The property development aspect of
Hargreaves Land has, until recently, been the
maost visible aspect of the business unit. The
business model includes the Identification of
strategic land opportunities, development and
promotion of such land cpportunities and the
realisation of value. The business does not build
residential homes, instead value is realised by
the sale of serviced plots to house builders
Within the commercial and lagistics sectors the
business may enter into contracts 1o facilitate
the construction of warehousing or similar
structures. Such work would be subcontracted
in its entirety.

The core projects within property develcpment
are Blindwells and the Unity Joint Venture which
are both large and enduring schemes providing
a stream of revenue over many years.

Blindwelis

The site at Blindwells rernains the largest
investment within Hargreaves Land. Phase 1,
which represents 150 acres and the potential
for over 1,600 homes is well established, with

a total of 27 acres sold to date and construction
by housebuilders well under way. Due ta the
nature of the site and the requirement to

settle each parcel of land prior 1o sale 1o
housebuilders there will be a consistent stream
of around 10-15 acses per year available for sale.
This provides a good level of predictability to
revenues and profits from this project for the
next 8-9 years.

1

Further to Phase 1, there is Phase 2, known

as Greater Blindwells, which does not yet have
planning permission. Greater Blindwells has the
potential for up to 8,000 additicnal homes and
afurther 75 acres of commercial use over

1,000 acres, Hargreaves Land effectively controls
approximately 25% of the Greater Blindwells site.
Planning allocation is anticipated in 2026/27
and, if allocated, should provide at least ancther
10 years of revenue from Blindwells following
the comptetion of Phase 1.

Unity

The Unity project is a joint venture between
Hargreaves Land and Waystone Limited The
site, which s near Doncaster, is set on over 300
acres and has outline planning for 3,100 homes
and over 2m sq ft of commerdial and togistics
space. This scheme is also well established,
with a number of cormmercial sales already
completed. Unity alsc provides a long-term
sustainable level of earnings as commercial and
residential plots become available for sale. The
averall scheme is expected to run until 2035,
with a relatively consistent sale of approximately
15 acres per annum.

The two aforementioned schemes are large

and long-term, however Hargreaves Land is also
angaged in a number of smaller development
opportunities. These opportunities are typically
capital light, with limited requirement for
upfrontinvestment. Risk Is managed through
the use of conditional contracts, options and
development agreements to secure planning,
occupiers and forward funding ahead of any
significant commitment. The business s
currently working on pipeline oppaortunities with
an estimated Gross Development Value in excess
of £200m (2021: £66m), ranging from residential
to industrial and mixed commercial use.

Hargreaves Land has developed
significantly over the last couple of years

and there are exciting opportunities for

value creation within the Group
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Renewable Land Assets

The renewables land portfolic within
Hargreaves Land is gaining some real
momentum. The Group owns over 3,000 acres
which is consented for the construction of
either Energy from Waste plants, wind farms
or other renewable energy assets In each case,
Hargreaves Land acts as the landlord and does
not construct or own any of the renewable
energy assets.

Westfield - Energy from Waste

The most advanced scheme is at Westfield,

In Fife, which is a 100-acre site owned by
Hargreaves Land, upon which a 32MW Energy
from Waste plant will be constructed on 8 acres
of the site This plant will deliver a 35-year
minimum lease term at £420,000 per annum
{fannual RPI review). To facilitate the construction
of the plant, the Group is required to invest
£7m In the infrastructure of the site. This will not
only atlow for the construction of the plant but
will alsp open up approximately 40 further acres
for other industrial uses. Interest in the site is
bucyed by the potential for low-cost heat and
power from the Energy from Waste Plant. In
addition to this, there is a further 50 acres that
may be developed in the future, however, this
would reguire further infrastructure spend.
Additionally, the site also has consent for an
8(-acre 30MW solar farm and battery storage,
which would be constructed by others,

under a 28 year lease with a potentiai £0.1m
annual income.

Hargreaves Services plc
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Wind Farms

The Group owns three areas of land, which
have options to lease to wind farm operators.
One such lease option has been taken up
already. In addition to this, the Group alsc holds
land over which access agreements are in place
for other wind farm cperators. In tota, there are
seven such access agreements, of which two
are granted and five are due to be taken up

in the next few years. In total, the wind farms
would provide for approximately 580MW of
renewable energy.

The options on the wind farms and access
agreements are due to come online over the
next two to three years. Each option is specific;
however, they will follow a standard makeup:
«  Minimum 28 year term;

2-4% of gross generating income;

Rising to 4-6% after year 12

For access agreements, whilst the 28 year
minimum term is consistent, the value will be
either afixed annual rental or 1% of the gross
income generated by the operator.

Annual Repart and Accounts 2022

Longer term large scale “Master Developer” opportunities
Good medium term visibility of activity and earnings

Bespoke commercial projects

on pre let/forward funded basis
Ability to minimise direct investment and derisk

Planning led strategic land opportunities
Longer term projects but low cost and potential for high returns

These renewable assets represent an exciting
cpportunity for value creation with the Group
for the following key reasons:
+ Longterm asset backed income;
Income Is typically index linked;
Minimal requirement for capital investrment;
«  Predictable and sustainable income profile;
Typically sub 4% investment yields;
Sector is evolving with potential to add
further value.

Outlook

The renewable energy landscape is rapidly
evolving, which gives further potential to create
value from the land controlled by the Group.
Focus is on securing further access agreements,
also enhancing value through potential
opportunities with hydrogen production plants
and battery storage on land owned by the Group
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Operating Review continued

Hargreaves Raw Materials
Services GmbH ("HRMS")

The Group has held an investment in the
German based joint venture, HRMS, for over 15
years. Initially a minerals and solid fuels trading
business, the last three years has seen a
significant transformation in the scale of
offering within the entity. Hargreaves Services
Europe Limited {"HSEL") is the parent company
of HRMS, which is intum the parent of DK
These entities combined represent the HRMS
joint venture.

The business now has three fully integrated
revenue streams. The traditional trading
business sells minerals and other sclid fuels
throughout Europe, including the supply into
the Carbon Pulverisation Plant ("CPP"). The CPP
grinds the carbon into a fine dust, which is used
in many industries across Germany, in particular
steel and cement manufacture. A key customer
of the CPP is DK Recycling und Roheisen GmbH
("DK"), which is the third part of the HRMS
business. DK takes steel waste, which would
otherwise be sent to land fill, and produces
285kt of pig iron and 6kt of zinc annually,

which is in turn traded by the trading team.

The Hargreaves Group owns 499% of the vating
shares in HSEL, with the remaining 50.1% of voting
shares held by the local management team.
Hargreaves aiso owns a number of shares which
carry an econemic benefit but no voting rights
It is these non-voting shares which mean that
Hargreaves is entitled to 86% of the profits of
the joint venture. See accounting judgements in
Note 1 to the Financial Statements for more detail.

Business Model

Trading

The trading team comprises 15 individuals who
trade in pig iron, ferro-alloys and other mineral
products. The target market opens when there
is a need for additional supply over and above
the traditional supply contracts within the steel
and cement industries of Europe.

Profitability is determined by two principal
factors, velume and margin, Margins are largely
static and consistent however, the volumes

can be variable. Recent increases in commaodity
prices have been linked to a substantial increase
in demand for product, which HRMS has been
able to fulfil.

The trading business will typically secure
deliveries for specific sales contracts. The team
does nat take principal positions on stock.
Typically, around 95% of all stock held by

HRMS is already forward sold, which reduces
any percaived risk around fluctuations in
commodity prices. Stock purchases are primariiy
funded by a flexible borrowing base facility

of up to €70m.

10

CPP

The CPP has a total production capacity of
400,000 tonnes per annum, which involves
taking carbon products and grinding them into
avery fine powder. This product s intended to
displace the highly polluting brown lignite coal
dust which is expected to be phased out in the
coming years by the German government

The facifity is currently producing 100,000 tonnes
per annum and delivering a breakeven result
The total accessible market is estimated to be
2Mt per annum, meaning that the CPP is an area
of potential growth for HRMS as it seeks to fill
up the available production capacity. The key
markets to address are the chemicai, cement
and steel manufacturers in Northern Europe.

DK

The facifity at DK is cne of the world's largest
recycling centres for ferrous waste materizls.
The blast furnace takes in approximately 500kt
of steel waste dusts and recycles theminto
285kt of pig iron and 6kt of zinc. The cperation
s also a net energy producer.

This business has performed very well since

Its acquisition by HRMS in December 2019 due
10 the sustainable improvements made by the
management team, including procurement
efficiencies, improved sales strategies, process
improvements angd waste reduction. In addition
1o this, DK has alse benefited from the high
commadity prices seen over recent times, in
particular zinc and pig iron To protect against
the risk posed by varizble commodity prices,
DK now hedges up to 50% of all zinc sales up
to 12 months ahead.

Cash Repatriation

When HRMS began the construction af the
CPPin late 2017, a term loan was taken out to
complete the build. Under the terms of that
loan HRMS was restricted from making any
dividend payments to shareholders until after
31 May 2021. During that time, Hargreaves
recognised the profit created by HRMS,
however did not receive any cash repatriation.

Since May 2021, the Group has received the first
repatriation of £4m from HRMS, the Group used
this to fund the 12 0p additional dividend te our
shareholders, which was paid in October 2021.
The Board expects that repatriation fram HRMS
will continue at this level as a minimum for

the next few years, which will be used to fund
further additional dividends.

Outlook

The integrated HRMS business model is well
placed to capitalise on favourable commodity
pricing and DK is now weli positioned to deliver
a sustainable level of profitability following the
turnarcund since acquisition. Additionally, the
CPP is producing a high-quality product and
provides an opportunity for sustainable growth
within the joint venture.

Key Performance Indicators
The Group has established a number of

Key Performance Indicators (“KPis") which are
used 1o measure its parformance in a number
of areas. These include some nen-financial
measures which reflect the Board's emphasis
an health and safety.

The KPIs for the Services business include:

«  Underlying profit before tax against budget
Return on capital employed against budget
Average working capital against budget
Lost time accident ratios against annually
determinad minimum 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 linclusive of leasing debt)
against budget
Lost time accident ratios against annually
determined minimum targets

The Group achieved all of its KPIs in the year
ended 31 May 2022. Similar challenging KPis
have been set for the year ending 31 May 2023

Summary

Whilst Hargreaves remains a diverse organisation,
| believe the three pillars of Services, Hargreaves
Land and HRMS provide a clear and straight-
forward view of cur operations. Each business
has reasons to look forward to a bright future
with opportunities for growth within each.

By order of the Board

Gordon Banham
Group Chief Executive
26 July 2022

Hargreaves Services plc
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Hargreaves Raw Materials Services GmbH (“HRMS”) Business Model

HRMS - Trading

Market leading trader in industrial raw
materials in Germany and Northern
Europe Supplying solid fuels, refractory
minerals, pig iron and ferro-alloys.

Carbon Pulverisation
Plant (CPP)

Producer of high quality pulverised
carbon to industries across Germany.
Pulverised carbon will replace the high
polluting brown lignite coai.

DK Recycling

One of the largest recyclers of ferrous
waste materizls in the world,
producing pig iron and zinc.

Annua eport and Accounts 2022
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Financial Review

John Samuel, Group Finance Director

Results

Group revenue from continuing activities was
£1779m (2021: £204.8m) and UPBT was £32.7m
{2021: £21.2m). The reduction in revenue relates
to the cessation of coal related activities in
December 2020, which accounted for £55.8m
of the pricr year revenue, The increase in UPBT
is due in large part to the performance of the
Group's Joint Ventures, which contributed
£28.2m (2021: £17.7m). Growth has also been
recorded within the fully consolidated Services
business, in pasticular the earthmoving
activities. Gross profit margin has improved

10 17% (2021: 11%) due to the cessation of the
low margin coat revenues. Profit before tax
from continuing operations was £34.5m

(2021: £14.4m) after accounting for an
exceptional gain of £1.8m {2021: charge of
£2.2m), The current year gain relates 1o the
release of an aged accrual dating from the
year ended 31 May 2015 whereby the potential
for payment has new lapsed due to time.

Net finance income was £0.Jm {2021 expense
of £1.2m). The reduction in finance expense

is due 1o the substantially lower average
borrowings following the repayment of the
Group's previous main banking facilities during
the previous year.

The Group recorded £28.2m (2021: £177m) of
profits from Joint Ventures. £273m (2021: £13.6m)
of this was attributable to HRMS, which is stated
after tax. There was a reduction in the profit
coming from the Unity jeint venture, £09m
(2021 £4.3m), due to the early completion of a
substantial land sale in the prior financial year.
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Discontinued operations profit of £20m

{2021: £nil) represents deferred consideration
relating to the sale of Brockwell Energy Limited,
which completed in October 2018 and became
payable following their successful financial close
in December 2021 at the Westfield energy from
waste plant,

Taxation

The income tax credit for the year is £0.3m
(2021: £2.0m). The tax credit has been heavily
impacted by the decision in the prior year

to cease mining activities. This cessation of
mining has given rise tc a substantial balandng
allowance which is in excess of depreciation
recorded. The pricr year credit was impacted
by the change in the rate at which deferred tax
is measured increasing from 19% to 25% which
created a credit of £2.7m.

In 201, 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
obligations in relation to the scheme te 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 was submitted for appeal,
which was heard in June 2022 and the outcome
was successful for the taxpayers. This represents
the next step in the process and a further
appeal may yet be forthcoming from HMRC.

The Group is one of five appellants in the
matter, who would benefit from a successful
outcome of this case. The Group is not carrying
any asset related 1o this case and has provided
for associated professional fees.

Cash Flow

The profit for the year from continuing
operations of £34.8m (2021: £164m) generated
an EBITDA* of £13.6m (2021: £5.5m), after
adjusting for depreciation and impairment
charges of £8 7m (2021; £6.6m), the profit

from investments in joint ventures of £28 2m
(2021: £17.7m) and other non-cash items.
Movement in working capital in the year was a
cash outflow of £20.7m (2021: inflow of £42.9m)
including the £15m additional funding provided
to HRMS in the year. The prior year movement in
working capital included a significant unwind in
stacks following the sale of all coal inventories.

The Group received total proceeds of £2.3m
(2021: £89m) relating to the sale of fixed assets
and invested £2.7m (2021 £3.1m) into capital
items, including £1.1m (2021: £0.4m) into
investment properties. The Group afso received
a £3.9m dividend (2021: £nil) from its Joint
venture HRMS which was passed through

to shareholders in the form of an additional
dividend of 12p per share.

During the year the Group repaid £5.5m
{2021: £6.1m) being the principal element of
leases and paid a total of £6.2m [2021: £2.3m)
1o sharehelders through dividends.

Hargreaves Services plc
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The Board is recommending
a 24.4% increase in the

final dividend.

Capital Expenditure

Capital expenditure including that on right of
use assets and investment properties totalled
£14.8m (2021; £64m}. Depreciation and
impairment charges for the year were £8.7m
(2021: £6 6m), the increase primarily relating
to an impairment charge of £1.5m against
some unproductive plant

Banking Facilities

AT 31 May 2022 the Group had cash of £13.8m
(2021: £28.3m). In July 2022, the cash balance
was enhanced following a lcan repayment of
£12m by the Gerrnan Joint Venture. In addition
to the cash reserves, the Group also has access
to an undrawn £12m invoice discounting
facility with Santander, This facility provides
the Group with additional flexibility to deal with
any short-term working capital fluctuations.
The Group's assets are not secured by any
debenture and the invoice discounting facility
has no associated covenants.

Pensions

The Group has the obligation to fund two
industry-wide defined benefit pension schemes
and an unfunded concessionary fue! scheme,
all of which are closed t¢ new members and
are related to the former mining operations at
Maltby Colliery. Under the assumptions used to
calculate the defined benefit schemes’ pasition
at 31 May 2022, an asset of £10.4m (2021 £28m)
has been recorded. This excludes the £2.7m
(2021: £29m) liabitity associated with the
unfunded concessionary fuel scheme.

Contributions in the year of £2.0m (2021: £2.0m)
have been offset by Interest and expenses of
£03m (2021: £0.2m) and net changes in actuarial
measurements of £6 0m (2021: £20m). The
actuarial movement is accounted for through the
Staternent of Other Comprehensive income, The
next triennial valuation of the schemes is due as
at 31 December 2021 but the outcome of that is
not expected to be known for some months yet.

Covid-19

The Group has previously taken advantage

of the UK Government's support for businesses
impacted by Covid-19. In the finandial year, £0.1m
{2021: £0.8m) was claimed under the Coronavirus
Job Retention Scheme, Additionally, as permitted
by law, the Group deferred £4.8m of VAT
payments in the year ended May 2020, which
was paid backin fult by the end of March 2022.

Dividends

The Board is recommending a final dividend of
5.6p (2021: 4 5p) per share bringing the total for the
year 10 84p (2021 7.2p), a full year increase of 17%.
Additicnally, the Board is proposing an additional
dividend of 12.0p (2021: 12.0p) per share which will
be paid at the same time as the final dividend. The
additional dividend will be funded by the receipt
of an equivalent amount from HRMS,

Share Capital

There are 33,138,756 (2021. 33,138,756} ordinary
shares of 10p each in issue of which the
Company holds 611,118 (2021: 827150} in
treasury. During the year, 216,032 (2021: 29,260)
shares were released from treasury to satisfy
the exercise of share options.

Going Concern

The Group has material assets and financial
resources at its disposal together with robust risk
management and capital allocation processes.
The Group holds cash resources and has the
availability of a further £12m Invoice Discounting
facility which provide the Board with confidence
that the Group has appropriate liquidity to meet
any foreseeable cash requirements. A rigorous
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
enquiries, including reviewing budgets and
strategic plans, the Directors have a reasonabie
expectation that the Company and the Group
have adequate resources to continue in
operationa. existence for the foreseeable future.
Accordingly, the Board continues to adopt the
going concern basis in preparing the Annual
Report and Accounts.

Directors’ Section 172(1) Statement

The Board acknowledges its responsibility
under section 172(1) of the Companies Act 2006,
which is prasented within the Directors Report.

John Samuel
Group Finance Director
26 july 2022

*  EBITDAIs defined as profit belore tax from continuing operations pnar to chaiges far depreciation and imparrmant and interest and exc'ddes the share of profit from jontry controlled ennties

and gains and losses on the sale of fixed assets

Annua! Report and Accounts 2022
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Audit & Risk Committee Report
Nigel Halkes FCA, Chair of the Audit & Risk Committee

The Audit & Risk Committee
is responsible for reviewing

financial reporting matters,

monitoring internal controls
and key corporate risks.

On behalf of the Audit & Risk Committee {am
peased 1o present the Committee’s Report
for the year ended 31 May 2022,

Membership of the Committee
The Committee consists of the four Non-
executive Directars and is chaired by me as

the Senior Independent Non-executive Director.

The compasition of the Committee has been
unchanged throughout this financial year. The
Board believes that the Committee members
have the skills, qualifications and experience
to discharge their duties in accordance with
the Committee’s terms of reference and have
appropriate knowledge and experience in the
sectors within which the Group operates.

Committee Meeting Schedule

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

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

For the financial year ending 31 May 2023,

the Commiitee intends to continue with its
programme of four meetings 1o be held during
the year so that the work of the Committee

is evenly spread, particularly with respect

to Risk Management and internal audit.
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Terms of Reference of the Committee
The Committee is established by and is
responsible to the Board. It has written terms
of reference, which are available for review at:
www.hsgplc.couk. The terms of reference
are formally reviewed annually to ensure that
they meet the Board's expectations of the
Committee's remit.

The Committee is responsible for reviewing

a wide range of financial reporting and related
matters including the half-year and annuai
accounts before their submission to the Board.
In particular, the Committee is required to
consider all critical accounting policies and
practices adopted by the Group, and any
significant areas of judgement that could
materially impact reported results. The
Committee provides a forum for reparting

by the Group's external auditor, and advises
the Board on the appeintment, independence
and objectivity of the external auditor and

on their remuneration both for statutory audit
and non-audit work. T 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 Committez in

this process. The Committee reviews the
appropriateness of the annual internal audit
programme for the Group and ensures that the
internal audit function is adeguately sponsored
and resourced

Additicnally, 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 wrangdoing in financial reperting

or other matters This work includes reviewing
the Group's systems for the prevention and
detection of fraud and bribery and considering
any matters arising under the General Data
Protection Regulations or any 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 recommends actions in
respect of such to the Board.

The Group's ESG Working Group is chaired by
one of the business unit managing directors
and includes members from every business
within Hargreaves. It reports quarterly ta the
Cammittee. The Committee is responsible
for reviewing the Group’s ESG report and
recommending it to the Board.

Activities of the Committee

During the year, the Committee's principal

actlvities comprised:
Reviewing and approving the Internal Audit
programme for the year and monitoring the
progress and outcome of that, including
reviewing reports from the Intermal Auditor;
Receiving quarterly reperts from the Group's
ESG Working Group, considering and
recommending to the Board that group’s
proposals for actions, targets and metrics
to be adopted to illustrate the Group’s
response to climate change in preparation
for reporting in compliance with the
requirements of the Task Force on
Climate-refated Financial Disclosures;

Hargreaves Services pfc



Reviewing the Quarterly Risk Report

and recommending apprapriate actions

and responses to the Board;

Receiving quarterly reports on legal actions

with which the Group is concerned;

- Recelving reports on any

whistleblowing matters;

Reviewing and approving changes

in the Group's internal control policies

and procedures;

Reviewing the Group's procedures in respect

of GDPR;

+ Reviewing the draft interim

financial statements;

Reviewing and approving the audit plan

proposed by the external auditor;

Reviewing the draft report and accounts

for the year ended 31 May 2022 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 including but not restricted
1o contract revenue, contract provisions,
impairment of assets and Goodwill,
mining restoration costs and provisions
and post retirerment employee benefits;

- Considering the assumptions used to
support the adoption of the going
concern basis of accounting;

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

- Reviewing the ESG report included
in the annual report.

External Auditor

The external auditor provides the Audit & Risk
Committee with information about its interal
procedures for maintaining independence and
the rotation of personnel engaged on the zudit,
including the audit partner. After considering
this information, the Committee is satisfied

that the external auditor is independent.

Ail 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, £16,000
of non-audit services were provided by
PricewaterhouseCoopers LLP relating to
miscellaneous tax and other assurance services.
The Committee is satisfied that the provision

of these services did not compromise the
external auditor's independence.

After due and carefuf enguiry and after
reviewing the external auditor's Report to the
Audit Committee and discussing the findings
with the auditor, the Committee is satisfied that
the scope of the audit was appropriate and that
ali significant accounting judgements exercised
by management had been suitably challenged
and tested including. but not limited tc, the
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matters referred to in the long form Audit
Report. The Cammittee recormmended

to the Board that in their opinion the audit
had been carried out effectively and that the
report of the external auditor be accepted.

The Committee has recommended to the Board
that PricewaterhouseCoopers LLP be proposed
for re-election as auditor at the forthcoming
Annual Genera’ 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 important in
ensuring the integrity of the Group's operations,
as well as its financial reporting The programme
includes self-assessment questionnaires,
detailed testing of processes and the review of
appropriate documentation The Committee
receives each full internal audit report, including
any comments by management and any
recommendations for improvement made by
the internal audit function. The use of computer
aided audit technigues to menitor transactional
data using the Group's existing management
infarmation systems akso continue to be
devetoped and monitored, improving the
efficiency, scope and effectiveness of the
Internal Audit functicn.

During the year, the Internal Auditor developed
an Audit Universe which has been adopted as
the governing decument in setting the scope
and frequency of internal audit work across the
Group Each audit area is cross-referenced to the
related corporate risk to ensure an integrated
and targeted approach to the annual internal
audit programme.

The 2021/22 programme included reviews

of compliance with the Appravals and
Authorisations Mandate and compliance with a
number of the Group’s regulatory and legisiative
requiremeants Business unit finance teams are
required to complete a self-assessment
questionnaire around their key financial controls
before Internal Audit carries out targeted testing
of particufarly high-risk areas to ensure that the
controls are operating as described T business
system access controls and disaster recovery
processes formed an important piece of the
programme as did testing the procedures for
management of the HS2 contract at Blackwell.
Customer credit limit monitoring, compliance
with the requirements of IR35 and the
Construction industry Scheme (C19), the
efficiency of iInsurance claim reporting and
ceriain safety related procedures relating to

the use of plant and heavy goods venicles were
also reviewed and tested. No material findings
were raised across the audit programme.
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The 2022/23 programme will again include
cyclical reviews of compliance with the
Approvals and Authorisations Mandate,

key financial controls and varicus regulatory
requirements. Assurance will alse be provided
around the tendering and contract
management framework in the Services
business. Contract management in Hargreaves
Land and Groupwide business continuity
planning form major parts of the pregramme.
The Group's recryitment proresses and ity
employee training procedures feature in the
plan as the Board puts particular emphasis

on the skills and quality of its workforce

at a time of low unemployment.

Risk Management

The internal audit function reports quarterly
to the Committee on the key risks identified by
the Board as being so material that they need
to be regularly monitored as to whether those
risks have increased or decreased during the
period and what remedial actions may need
to be taken to counter them. Risk registers at a
Business Unit level are reviewed on a quarterly
basis, with any material changes being
escalated to the Board.

The Risk Management report which follows
this report sets out these risks and the steps the
Group has taken to mitigate them. The impact
of the Covid-19 pandemic on operations both
in the UK and abroad remains a risk to the
business, although the Group has moved
quickly to mitigate the risk where possible in
line with evolving government guidance.

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 Group's cash flow model
prepared as part of the annual budget

and five-year plan process was subjected

o a number of stress tests. These included
measuring the impact of the deferral of certain
specific anticipated revenues {for example in
Hargreaves Land) alongside other more generat
sensitivity tests related to reductions in revenue.
These assumptions and sensitivities were
subjected to thorough analysis and review

by the external auditor. The Committee
questioned both management and the external
auditer 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 Committes Report was
approved by the Board on 26 July 2022 and
signed on its behalf by.

Nigel Halkes FCA
Chair of the Audit & Risk Committee
26 July 2022
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Risk Management

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

The Group is exposed to a number of risks,
which it must assess, manage and control in the
ordinary course of business in the interest of all
stakeholders to deliver shareholder value. Itis
accepted that seme risks may never be entirely
eliminated. However, the Board recognises that
it is essential that management have robust risk
management systems and practices in place

to identify, assess and pricritise the mitigation
of risks affecting the Group.

Safety, Health and the Environment

The Board has identified that the risk of a
material incident in the areas of Safety, Health
and the Environment (5HE) is a particularly
significant area and, as such, the Board
continues to receive a detailed monthly report
from the Group Head of Health & Safety. The
Group's approach to SHE is set out below

The Beard's vision is to maintain an environment
where all its employees, contractars and third
parties experience zero 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 any adverse environmental impacts.

The Board ensures that the Health and Safety
of employees, custorners and the public are at
the forefront 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 palicies, procedures
and objectives to meet both legislative and best
practice requirements. SHE performance and
delivery is ingrained in the operaticnal delivery
and day-to-day activities and not seen as a

bolt an to each business. Where appropriate
the management procedures are extermnally
certified to internationally recognised standards
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Alongside management systems and lega!
compliance, the Group recognises the benefits
that effective leadership and the satting of clear
expectations has upon workplace behaviour.
Theretore, the Group has visible performance
metrics, which are communicated at al! levels
throughout the organisation and are designed
to enable the early identification of adverse
trends and the development of suitable
intervention and improvement measures, The
Board usually carries out annual random site
visits each year to see SHE processes at first
hand and to emphasise to employees the
importance the Board places on SHE activities.
Due to the Covid-19 site arrangements with
regard to visitors these visits have not been
possible during the fast two financial years

but are planned to recommence shortly.

During the year, the Board has carried out

a visit to Duisburg, Germany to meet with the
management of its German loint Venture

and also to inspect its operational facilities.
The visit included presentations by the HRMS
management on its operating capabilities,
financial performance, strategy and objectives.

The Board has been intensely focused on
managing the angoing risk to the business
posad by the Covid-19 pandemic. A Covid-19
steering Group, chaired by the Chief Executive
and reporting regularly to the Board, was in
place to ensure a consistent approach was
applied across the Group with regards to the
application of best practice in keeping our work
erwironments Covid-19 secure and to also
ensure 2 fair and caring approach to employee
management and support. As local and national
contrals changed then the Group reviewed on a
regular basis the working pracrices required for
both legal compliance and effective operaticnal
managernent. An ongoing audit and inspecticn
process remains in place in all wark locations to
ensure controls relevant to the risk of infection
are in place and adhered 1o at all times although
the Board assesses the risk associated with
Covid-19 to be considerably reduced in
comparison to one year ago.

The year endad 31 May 2022 was a year with
6 lost time incidents reported, an increase
from the prior year when the Group had zero
such incidents. Clearly, this was disappointing
however when looking at the long-term 5-year
trend, this is a 50% improvement on the
incident frequency rate from the years ended
31 May 2017 and 2018, The total number of
all accidents recorded was 30, against a prior
year of 35, areduction of 14%. There were no
significant envirenmental incidents reported
in the year within the Group and there are

no SHE incidents currently within the Group
under investigation by enforcing bodies.

Insurance

Over the last two years, the Group has werked
closely with its risk advisors, Marsh, to develop
processes and reporting in respect of motor
and liability claims. This has resulted in the
Group having greater insight in respect of
ongoing claims, historic claims and claims
trends. Learnings and best practice taken from
this has resulted in an improved understanding
of risk in relation tc the Group's cperational
activities and a reduction in incidents and
associated claims.

Corporate Risks
The Board undertakes a full annual review of the
Group's risk profile and strategic approach to risk
in light of the ongoing substantial changes o
the Group’s operations A condensed high-level
Risk Register, which identifies key 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
profile. These areas of risk have been selected
on the basis that a material adverse event
in any one of them could potentially either:
- prevent the Group from achieving its
financia' or operational objectives or
cause material loss or damage to tne Group's
assets or reputation,
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The identified areas of risk are menitored,
reviewed and investigated as necessary by
the internal audit function. The Audit & Risk
Committee receives a written report on these
risks every quarter, including a commentary
which notes any material changes which have
been identified. This report assesses whether
each area has increased or decreased in the
level of risk and where necessary corrective
actions are implemented.

The areas of critical corporate risk which
have been identified are as follows:
« Contractual Risk
Recruitment & Retention of Key Individuals
Regufatory & Legislative Compliance
Environmental
Fraud
IT Security
Liquidity & Credit Risk
Failure of @ Material Business Unit
Impact of Covid-19
Intlation

1. Strategic Report 2. 3

Due to the current economic circumstances
in the UK, inflation has beern added as an
additional key risk.

The Audit & Risk Committee has conisidered

an assessment of the risks which the Group
may face as a result of climate change but at
this stage does not assess those risks as material.
Each business unit within the Group has carried
out a risk assessment process and identified
and implemented mitigation proredures
where appropriate,

A table describing these risks and the mitigations in place throughout the Group to protect against them s set outon pages 17 1o 19.

Key risks

Mitigation

Contractual Risk

Multiple businesses of the Group enter into and manage diverse
and complex contracts as part of their core operations, Bad
planning, agreement 1o onerous terms, ineffective management
and delivering services outside of the Groug's core competencies
could all ercde the value of the rontract and increase the risk
exposure 10 the Group. Attached to the risk surrounding contracts
are the potential financial and reputational impacts on the
resolution of defective works and warranty claims foilowing

contract completion.

of available resources

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

Requirement for legal review of all potential contracts which meet the
agreed criteria, detailed within the Delegated Authority Mandates.
Recruitment and employment of suitably qualified and competent perscnnel
at ali levels to undertake works to minimise risk relating to defective warks
and associated warranty claims.

Targeting of contracts where scope of work fits core competency

Contracts have specific risk registers, which are prepared at tender stage and
maintained throughout the progress of the contract. These registers highlight the
potential risks inherent in a particular contract as well as the controls required
to mitigate them. They form a 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 experienced without which our
strategic objectives may not be achieved. If the Group is unable

in the market.

The provision of remuneration and terms of empioyment that are competitive

Identification of key strategic roles across the Group.

to recruit or retain both key executives and skilled employees, this  + Succession planning for these identified key strategic roles.
could adversely affect the Group both operationally and financialfy.

Regulatory and Legislative Compliance

Faiture of the Group or a business within the Group to comply
with its applicable regulatory and legisfative obligations, resulting
in financial, reputational, and potentially criminal implications for

the Group or its responsible employees.

Appropriate and specialist management systems are in place across the Group
10 ensure compliance with cur obligations,
Competent and appropriately skilled individuals hold key roles in assuring our

compliance to our regulatary and legislative obligations.
+ Memberships ta various trade bodies to highlight any issues, allowing for early
planning and appropriate representation.

Annual 3eport and Accounts 2022
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Risk Management continued

Key risks

Mitigation

Environmental

There are inherent envircnmental risks within some of the Group's
operations. If not properly managed, these risks could result

in environmenta' contamination with disruption to business,
financia! costs and loss of reputation

Frovision of clear guidance on the environmental standards which the Group's
operations must adhere to.

Compliance with laws, regulations and industry best practice is a priorty across
the business.

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

The Group Is in the process of developing Its procedures for compliance with
the requirements of the Jaskforce for Climate-Related Financial Disclosures
which are set out in the ESG section of this report.

Fraud

In the course of its operations, the Group is expased to fraud risks
from a number cf internal and external sources.

Fraud risk management poiicy s in place across the Group

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

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

The Group has many controls and procedures in place to fimit the risk of fraud.
These contrals include, but are not limited to, detailed Authorisation and
Approvals Mandates, system automated controls, segregation of duties

on particular processes and periodic Internal Audit reviews.

IT Security

There s an increasing reliance on the stability and security of the
IT network for delivering day to-day operations, whilst the volume
and types of data held within it increases. This reliance on IT
increases the potential for sophisticated cyber-attacks to target
the Group’s computer systerns, infrastructure, networks and
personal devices with the intention of parafysing operations

for an immeasurable amount of time, carrying materia! financial
and reputational implications for the Group.

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

A risk-based [T 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 regulfar tiered backup solutions.
Maobile device management applied to all company devices to protect network
and data via mabile platforms.

Full Checkpoint security application in place to cover our end-points,

VPN cennectivity and access to cloud platforms

Global leading email security application presides over zll email traffic,
protecting against alt targeted threats, phishing, malware and URL protection.
Full user security awareness programme with regular training videos rolled out
to all users across the Group.

Liquidity and Credit Risk

The failure of the Group to maintain access @ liquidity could result
in 2 material adverse financial impact for the Group

The Group needs to ensure that sufficient liguid funds are
available to meet its contractual demands and wider operational
uncertainties, either through avallable 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, sometimes over a long period. Credit risk arises from
the possibility that customers may not be able to pay their debts,

Whilst the Group 1s in a positive cash position, it maintains strong relationships with
prospective lenders and seeks to put in place appropriate finance facilities aligned
to both the short and medium-term requirements of the business with sufficient
flexibility to manage liquidity fluctuations within reasonable parameters.

Short and medium-term cash flow ferecasting 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 reliabitity of custormers.

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 remains vigilant to monitoring and controlling counterparty
exposures that are material to the results of the Group. All such exposures

are carefully considered before contractual commitments are made to take
account of the risks presented by the contract or relationship, the returns
available and the opportunities that are, or are not, available to mitigate

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
invastment in iliquid assets.
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Key risks

1. Strategic Report 2. 3.

Mitigation

Failure of a Material Business 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 1o major European customers in the steel,
foundry, smelting, ferroallay, sugar, limestone, insulation, refractory
and ceramic industries. HRMS has invested in the construction
of a carbon pulverisation pant and owns a material steel waste
recycling business, however this has not yet achieved critical mass

The Group’s share of HRMS profits represents a material contiibulion -

to the Graup profit before tax. HRMS is independently funded from
the Group, however HRMS owes the Group substantial monies in
respect of undistributed profits and loans, Additionally, the Group
has provided a €5m guarantee 10 HRMS bankers

HRMS is exposed to the movements in certain commodity prices
which can be variable and which could cause material fluctuations
in profits. The Group's share of HRMS' profits represents a material
contribution to the Group profit before tax,

HRMS' subsidiary business, DK, recycles steel waste into pig iron
and zinc. DK uses a small amount of gas Ih its production process
Additicnally, CK's supply of waste for processing comes maindy
frorm steel mills which are large consumers of gas. Were there to
be a gas shortage in Germany as a result of the conflict in Ukraing,
the DK business could suffer a material adiverse impact

The Group's investment in HRMS is governed by a sharehclders’ agreement
which provides a series of protective nghts to the Group inciuding 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.

Maonthiy financial information 1s submitted to the Group and subject to review
by Greup Finance.

HRMS mitigates against its exposure to commedity prices by both hedging
forward sales positions and ensuring that it does not enter into open trading
positions so that purchases of commodities are back to back with secured sales.
DK is considering the installation of a liquid gas tank to provide resilience in the
event of a gas supply shortage.

Impact of Covid-19

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

Pandemic policy has been issued to all staff.

All working locations have been made as Covid-19 secure as possible to protect
the safety of cur employees and visitors.

IT systems in pface to enable key employees to work from home and robust
controls implemented in both office and site working environments providing
appropriate social distancing and hygiene measures

Inflation

The cost of living in the UK has been rising since early 2021,

with inflztion now reaching its highest recorded level in decades.
Not only does this affect the ability of customers to afford goods
and services, but increased costs along the supply chain may
lead to reduced margins. Additionally, increased overhead costs
and pressures o increase wages and salaries could affect the
profitability of the Group.

Contracts have been renegotiated where necessary to include cost escalation
clauses to limit the iImpact of inflation on fuel costs for example.

Many contracts are based upon “cost plus” principles which mitigates the
impact of cost increases

Nigel Halkes FCA
Chair of the Audit & Risk Committee
26 july 2022
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Environmental, Social & Governance

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

Environmental

Manitors and reports how the Company
controls its impact on the environment,

Social

Examines how the Company manages
its relationship with employees, suppliers
and communities

Governance

Controls and monitors how the Company
deals with its teadership, internal controls
and sharehclders.
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Environmental

Hargreaves recognises the potential impact of
its activities on the environment. The Group is
committed 1o demonstrating its environmental
performance in accordance with relevant
legislation through robust measuring systems
and appropriate goal setting, tracking and
reporting on an ongoing basis, We have
developed 41y ESG Working Group, charred

by a Business Unit Managing Director, which
contains representatives from all Business Units,
The ESG Working Group meets ragularly to
discuss risks and opportunities which climate
change presents. Additionaily, at each meeting,
plant and transpert activities, supply chains,
soclal responsibility initiatives, and metrics

and standards are analysed and reviewed to
establish policies and minimum standards with
a focus on embedding these within each of the
businesses. This process 1s engoing to ensure
we remain vigilant and proactive to change.

Climate Change Assessment

Fach business unit has carried out a risk
assessment of the impact of climate change
and embedded this into their risk register.
No material impacts were identified. Climate
change mitigaticn is reviewed by the ESG
Working Group and changes and policies are
implementad where necessary. This Group
has representatives from all areas of the
business to ensure collaborative action.

Waste Reduction & Mitigation

Staff are encouraged to reduce waste where
possible. All office-based facilities recycle paper,
card, plastic and aluminium. These are
responsibly disposed of through an external
provider. In addition, refillable printer cartridges
are also used, where possible, to reduce waste
and the amount being disposed of in landfill,
Where printing is necessary, all printers are set
to automnatically default to print double-sided to
reduce the amount of paper used. Where
possible, IT hardware such as laptops and
mobile phones are reallocated when an
individual starts/leaves the business. These
items have an approximate fifespan of four
years, at which point they are assessed and, if
deemed necessary, disposed of via an
appropriate certified external provider,

The Group embraces the five steps of the
Waste Hierarchy which are followed to reduce
waste and limit landfill. When the use of
cleaning products and chemicals are required,
they are carefully and responsibly disposed

of, following good working practices and

in accordance with COSHH Reguiations 2002,
environmental permits and discharge consents.
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lnthe event that waste transportation is reguired,
anly hauliers with an appropriate and valid waste
carrier licence are used. The disposal of both
non-hazardous and hazardous substances is
carried out in accordance with Environmental
Agency guidelines to prevent discharges into
water systemns and prevent pollution.

Recycling/Waste Recovery Activities
Hargreaves is actively involved in projects to
re-use waste streams from established steel
plants. These projects focus on the removai

of chemicals to ensure the waste is benign
leaving re-usable products such as zing,
carbon and iren which would have crdinarily
gone 1o landfill. Hargreaves has recently
appointed a Waste Brokerage Manager

to identify improved ways of recycling and
disposing of all forms of waste in a more
sustainable and environmentaily conscious
manner Working with several selected partners,
the Waste Brokerage business has, during this
financial year, recycled 600 tonnes of large
mixed earthmover tyres (approximately

500 tyres} which would have previously

gone to landfill. The tyres have been recycled/
recovered through a shredding and granulation
process before being converted into recycled
rubber products or a fuel source. In addition,
in the region of £50,000 has been saved on
the disposal and transportation of this type

of waste

1. Strategic Report 2. 3

In Hargreaves Land, our major joint-venture
regeneration scheme known as Unity,

in Concaster, which is being developed

around the site of the former Hatfield Colliery,
is recycling historic colliery speil waste to create
valid fill material for use in land-raising across
the Unity site.

Reduce Carbon Footprint

We actively seek to reduce gur energy usage.
Offices and units have LED lights fitted, low
energy heating and efficient air-con units. Many
office tights are movement sensitive, however,
signs are in place to remind staff to switch

off to reinforce the need for energy efficiency.
The need for efficiency has also been highlighted
in employee toolbox talks. We endeavour

to reduce our paper usage and, as a resuls,
stationery deliveries have been significantly
reduced, as wel! as office waste collections.

The Group is attempting to reduce Greenhouse
Gas ("GHG") emissions by ensuring buildings are
suitably insulated, installation of more efficient
boilers, and turning down thermaostats

in offices. Hargreaves Land endeavours to
embed sustainability principles in ali its new
developments, wherever practicable, and
subject to individual occupiers’ requirements,
in particular incorporating renewable
technologies and constructing unit
specifications in accordance with BREEAM
Sustainabiiity Principles, where appropriate

21



Environmental, Social & Governance continued

Environmental continued

At our mjor joint venture regeneration scheme,
known as Unity in Doncaster, two units witl
shortly be delivered on Unity ‘Connect’ which
will target @ BREEAM Very Good' rating as part
of their construction specifications.

On sites of existing buildings, renewable energy
and green technology have been utilised
wherever possible and incorporated into
business practices and functions. In other areas
of the business, land has been remediated and
restored to green spaces, in addition to the
creation of renewable energy sources, We are
working towards carbon sequestraticn through a
programme of tree planting on three remediated
former opencast coal mining sites. Via the Scottish
Conservatory, we are in the final application stage
for proposed new woodland to plant a potential
1.6mtrees, covering approximately 700 hectares,
Once complete, there is the potential for 195kt

of 00, 10 be sequestered.

From Novermber 2021, we have monitored and
recorded the reduction in CO, emissions due
to the use of digital platforms, such as Teams
and Zoom. We estimate, using Government
statistics, that the tonnes of CO, equivalent
emission reduction from November 2021

to the end of May 2022 was 595 tonnes,

Alternative methods of warking are encouraged
to reduce the need for unnecessary travel.

To complement these working arrangements,
employees take part in car sharing schemes and
commuter clubs. We have also made electric and
hybrid vehicles available to company car users,
including a planned salary sacrifice scheme for
these vehicles, and are also increasing the number
of charging points at our sites, where practicable.

We strive 10 reduce product miies by using local
suppliers. We waork collaboratively with suppliers
and requast them to complete an annual
sustainability questionnaire which, amongst
other things, questions their ESG credentials
and attempts to ensure they streamline their
activities We have carried out training through
the Supply Chain Sustainability Schoal to help
adopt and develop good working practices.
Where possible, we also purchase sustainably
sourced personal protective equipment,

Within our fleet of HGVs, we have trialled

the use of hydrogenated vegetable gil, with

a view Lo sourcing it as an alternative 1o diesel,
however, there are practica! difficulties for
longer journeys through the 'ack of ability

to refuel. Additionally, alternative fuels are
being sought for equipment such as heavy
plant that is currently diesel powered,
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Hargreaves has committed to installing
telernetry into its entire vehicle fleet by

31 December 2022. This initiative is aimed
atimproving driving skills and efficiency
leading to reductions in fuel consumption.
It should also lead to safety improvement.

To further support Hargreaves' drive for

fuel efficiency and carbon reduction, it has
employed two in-house driver trainers to deliver
its own training requirements and to ensure
the training offered is specific to the tasks
encountered on a day-to-day basis. The driver
trainers are alsg used to roll out sub-centractor
inductions. Offering JAUPT approved training
courses, including induction, means Hargreaves
can deliver driver CPC training.

All drivers receive competency-based
assessments and mentor training during

their initial commencement period. During
employment, they will also receive a further two
days minimum training per annum including
Safe And Fuel-Efficient Driving training and
manufacture specific tralning for each vehicle
type, to again ensure efficient operating.

In anather area of the business, Hargreaves was
appointed by EKFB, the principal contractor for
the central section of HS2, to design, construct,
commission, operate and maintain a 750m
conveyor system to move excavated material
to a holding area for use on a project at a later
date. The use of the conveyor reduces the
amount of road haulage which would
otherwise have been required and saves

on emissions by eliminating over 78,000 larry
movements amounting to over 700,000 miles.

Employees are informed how they may assist
the Company to aid the reduction in energy
consumption and reduce the waste we
produce Relevant items and news stories are
included in the Group's bi-annual e-newsletter,
and online training is also being produced to

ensure Individuals have an awareness of
ESG and what the business carrles out and
legislation it acheres ta, as well as how they
can help, both at work and at home

Metrics and Targets

The Group currently measures and reports on
the Erergy Savings Opportunity Scheme (ESOS),
Scottish Poliutant Release Inventary (SPRI) and
Streamlined Energy and Carbon Reporting
(SECR) The reporting period for Greenhouse
Gas (GHG) emissions is 1 June 2021 to 31 May
2022. The table below hightights the reduction
in GHG emissions for this reporting period
compared

to the previous year.

Reductions have been achieved in Scope 1

and 2 emissions, primarily as a result of the
cessation of mining activities notwithstanding
the substantial increase In activity In Specialist
Earthworks. Scope 3 emissions have increased
although it should be noted that the 2021
emissions were lower than might have been
expected as travel was restricted due 1o Covid-19

Hargreaves has established metrics and targets
which have been approved by the Audit & Risk
Committee in the following areas:

Electricity and Gas Consumption
Atarget 1o reduce the MWh consumed per
office based employee by 2% per annum.

Fuel Consumption

a) Atargettoimprove the kilometres per litre
attained by the haulage fleet by 3% per annum.

b) A target to reduce idling time in yeliow plant
from 34% to 32%, which would equate
to a 6% reduction,

Tonnes of Tennesof  Reduction/

Scope 1and 2 Global GHG emissions: C0,e 2022 €0,e 2021 [increase) kwh 2022 kwh 2021
Combustion of fuels in operations

and services provided 24,703 28,200 12.4% 962 1,080
Electricity, steam, heat and cooling

for own use 453 546 17.0% 2,140 2575
Total footprint 25,156 28,746 12.5% 3,102 3,665
Ernissions reported above

per employee 20.5 227 97% 2.5% 29%
Scope 3
Business travel {air, rail and vehicles) 4,479 4,237 (5.7)% 172 170
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Social

Employee Wellbeing

People are cur most important asset, and we
are committed to supporting cur employees to
enjoy a satisfactory worlk-life balance. To
facilitate this, we provide flexible working
opportunities, childcare subsidies, maternity
and patenily leave Al pelnt of recruitment, and
whilst in employment, all employees are subject
to our Recruitment and Selection Policy, Egual
Opportunities Policy, Positive Work Environment
Policy, Grievance Procedure Policy and Further
Education Policy. These policies are strictly
adhered to in addition to accupational health
screening when appropriate to the role in
questicn. We nurture promotional opportunities
by offering development training which fosters
staff loyalty, bolsters morale and encourages the
retention of employees. Employees benefit
from the Hargreaves Rewards platform which
offers discounts at numnerous high street and
online retailers. In recent months, following a
staff survey, a Breakout Room has been created
1o give employees a relaxed space away from
their desks to take time out and for luncn
breaks. The room provides refreshment facilities
and is also stocked regularly with free fresh fruit,

In ddition, an Employee Assistance Programme
can be accessed free of charge for confidential
menta' health and physical support, as well

as legat advice. To help support employees,

we have a number of qualified Mental Health
First Aiders who are the first point of contact
around the Group. As illustrated by the certificate
1o the right, one of our Hong Kong businesses
has been commended as a Mental Health
Friendly Crganisation. This is in recognition of
the training delivered to their employees and
for raising awareness of mental health issues

in the workplace. The certification is recognised
as a positive step forward by the Construction
Industry Council, Health Department,

and Labour Department in Hong Kong.
Additionally, employees have access to a
confidential whistleblowing helpline, managed
by anindependent external provider. Hargreaves
is associated with the Government Apprenticeship
Scheme and associated Levy which hefps
encourage and suppert young peogple in the
world of work, as well as welcoming pupils

and students far work experience.
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Hargreaves believes in a fairer future for all. We
believe everyone has the right to live without
fear or prejudice regardless of race, age, gender,
disability, sexual orientation, social class, religion,
and belief. To help us achieve this we have

a Recruitment and Selection Policy and an

Equal Oppertunities Policy We also abide

by the values of our "4 Rs" in our everyday work.
These are: Responsible - sharing ownership

and accountability for project outcomes at
strategic, corporate and individual levels by
engendering a collaborative, honest and
transparent approach; Respectful —emphasising
the wellbeing of those whom we encounter by
understanding and recognising the sensitivities
and values of cther project parties, stakeholders,
as well as our pecple; Relentless — adopting

a high energy delivery-focused approach
throughout the lifecycle of a project without
falter; and Resilient - ensuring that we persevere
when challenges and obstactes arise.

We have an emphasis on local employment
initiatives. Our commitment, when mobilising
a site within the community, is to recruit locally
whenever possible by working with local
councils and DWP initiative programmes. We
work with clients to help achieve their Skills,
Employment and Education Strategy by
recruiting locally and upskilling and training
to help the next generation develop technical
skills for future infrastructure projects for the
country, in conjunction with local training
academies, where appropriate. We adapt

to the ever-changing employment market
and skiils shortages, which helps te ensure a
pipeline of skilled empicyees needed to deliver
our business. We also engage with schoaois,
unjversities and apprenticeship programmes
as part of staff development. in addition, we
partner with local training academies to train
and develop heavy plant operatars and HGV
drivers to help overcome the national skills
shortages in the relevant business areas.

The graphical information to the right illustrates
the diverse nature of the Group, identifying

the ethnicity and gender split of our workforce,
The numnber of individuals who have identified

themselves as disabled is 3.

1. Strategic Report
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Environmental, Social & Governance continued

Social continued

Gender Pay Gap Report

The charts to the right show the difference

in mean (average) hourly rate between men
and women employed in the UK Group. Within
that Group, the main areas of work are logistics,
praduction and industrial services, including
materials handling and maintenance. The
majonty of roles within these sectors are direct
workers ie tabourers, drivers, machine cperators,
shift workers with irregular working patterns.
The median gender pay gap was 29.15%

Whilst the hourly rates are higher for males,

the median bonus average is higher for females.
The percentage of females receiving a bonus
{43%) is alsc greater than the percentage of
males receiving a bonus (25%)

Social Engagement

Hargreaves believes in teamwork and
through our global Corporate Social
Responsibility Fund (*CSR Fund”), the Group
donates £50,000 per annum and employee
time towards a number of charities. These
are pravided through a combination of
employee sponseorships, charities and

clubs directly linked with employees, and
office-based charity events, in addition te

a number of employees giving their ime

to distribute food in their local communities.
The Group supports a local charity that
offers cpportunities, facilities and support
to those in various stages of recovery,
counselling and rehabilitation, including

a community allctment. For a number

of years, many employees have given their
time, and use of their vehicles, to deliver
Christmas hampers, donated by local
schoals, to various nominated charities,
including Age Concern. We aiso support the
national annua! campaigns for Wear It Pink
Day and Jeans for Genes Day In both cases,
Hargreaves matches the donations of
employees. We have also supported various
charities through employee events, from
donating in aid of Huntingden'’s Disease and
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The Alzheimer’s Society, te Macmillan and

a local cancer trust. In addition to the monies
ailocated through the CSR Fund, we recently
donated £25,000 to a Ukrainian charity

Our involvement is publicised internally via

Hargreaves employee bi-annual newsletter
and externally via the Group's social media

platforms of Linkedin and Twitter.

The Groug maintains its important link
with Durham Cathedral, as one of their
Gold Corporate Partners, which contributes
1o their work in supporting the local
communities of the World Heritage site.

Grassroots Football

Hargreaves spansors many local
children and young adult teams.
We sponsor the home and training
team kits of Georgina, the
daughzer of Group Legal Counsel,
David Hankin, whe plays for her
tocal under-8 girls team.
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Christmas Spirit

Prior to Christmas 2021, we repaired Santa’s
sleigh to enable his annual visit to the local
children of Cumnock, gainfully assisted

by Hargreaves' employee, Andy Caldwelt

Ukrainian Donation

Professor Makarov, head of military
surgeons in Kharkiv, showing

one of the Medtronic devices
ourchased as a result of the
Group's £25,000 donation. The
devices allow them to continue
essential thoracic trauma surgery.

Annua' feport and Accounts 2022

Barnsley Hospice Golf Day
Hargreaves recently sponsored
two holes at a golf day in aid
of Barnsley Hospice. The day
raised over £7000 in total and
Team Hargreaves, Richard Gill,
Anthony Kelley, Dean Jones,
Neil Atkinson, finished in
second place.

CSR Accreditation

In May 2022, Hargreaves was awarded
Gold CSR Accreditation, of which we
are very proud. The accreditation is

an effective way to benchmark what
the Group does with regard to social
responsibility. The process involves
collation, measurement and reporting
on the fuli range of secially responsible
activities. Accreditation also provides
aroadmanp for planning future activity.
The application process records
activity against the four pillars of
Socia! Responsibility - environment,
workplace, community and
philanthropy. Each pillar of Social
Responsibility is designed for a
company to report their impact on
areas such as energy performance,
recycling, staff engagement,

health and well being, community
engagement and supporting local
and naticnal charities

The accreditation is for three years and
atree

is planted, in our name, as part of the
Green Farth Appeal.

1. Strategic Report 2. 3.

Governance

Hargreaves is committed to maintaining high
standards of corporate governance and has
adopted the Quoted Companies Alliance
Corporate Governance Code 2018 ("QCA Code™)
The Company complies with each of the ten
principles of the QCA Code

Around the Group, businesses hold various
accreditations including 15045001, 9001 and
14001, Tnese highlight the high standards we
continue to achieve. In addition, our Logistics
business holds FORS accreditation. This is a
voluntary accreditation scheme for fleet operators
which aims to raise the level of quality within

a fleet operation and demonstrates which
operators are achieving exemplary levels of best
practice, efficiency and environmental protection

Hargreaves' ESG Working Group reviews the
Group’s strategy on environmental and social
matters. The ESG Working Group aims to ensuse
that we have a consistent Group-wide approach
to assessing environmental and social issues,
including climate related risks and mitigation.
Furthermaore, the ESG Working Group considers
future strategy on managing climate related
risks and disclosures in light of the forthcoming
implementation of the recommendations

of the Taskforce on Climate-related Financial
Disctosures ("TCFD"). The ESG Warking Group
reports to the Audit & Risk Committee and,
through that, the Group's ESG activities have
Board level engagement. The Board is acutely
aware of the Group's £5G responsibilities

and will continue to develop its governance
arrangements in respect of environmental

and social matters in the forthcoming year,
including any changes required as a result

of the requiremnents of TCFD.
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Board of Directors

Roger McDowell (aged 67)
Non-Executive Chairman

Rogerwas appointed Chairrnan of the Comparwy and
the Nominations Committee on 1 August 2018 after
joining the Baard in May 2018, He 1s also a member

of the Remuneration and Audit & Risk Comimittees
Roger spent his executive career working In his tamily’s
business, pipeline produacts distnbutor Oliver Ashworth.
He was Managing Directer for eighteen years, leading
the business through dramastic growth {from Eim o
£100m tarnover), main market listing and ultimate sale
to 5t Gebain. Thereafter he has taken on Chairmarn or
non-executive roles in private equ Ty backed and listed
businesses In a varlety of sectors Including, engineering,
manufacturing, waste management, renewable energy,
finandal services, IT, and Telecoms. Roger currently
serves as Chairman of Avingtrans ple and Flowtech
Fluidpower plc. He 1s also a Non-Executive Direc tor of
Tribal Group plc, Protecme Sciences ple, British Smaller
Companies VT2 PLC, Brand Architekts Group plc and
Koheilan Ltd. As can be seen from the above, Roger has
extensive business management expenence in both
execytive and non-executive rales which provides
the Board with refevant commeraal and governance
experience. He also has strong relationships with many
of the Company's major shareholders, bullt up over
severdl years with a number of companies.

Gordon Banham (aged 58)
Group Chief Executive

Gordon was Managing Director of nis famuly firm,

F Banham Limited, until 1994 when he negotiated

it sale2 to Charnington Fuels and was appointed

as General Manager of the combined businesses.

On the acquisition of Charnngions by the CPL Group
in 1995, he was made Distribution Director responsible
for the enlarged groJp's coal distritration activities.
Gordon jeined Hargreaves in 2007, subseguently
being appointed as Group Chief Executive. He led the
management buyout of the Company in 2004 and its
subseguent flotation an the Londan Stock Exchange
the following year Gordon's knowledge of the Group
and Its varous business interests is unrivalled, and he
contindJes to have a detailed involvernment in all materia
matters with which the Grodp 1s engaged. Gordon is

a Diector of Robertson Homes (Fast Anglia) Limited.

John Samuel (aged 65)
Group Finance Director

John s a Chartered Accountant and qualified with
Deloitte & Co in 1981, He became a partner wath Baker
Tilly i1 1988, leaving that firm to join Filtronic plcin 1991,
leading itsflotation in 1994 and serving as finance
director until 2004, He then served as Chief Financial
Officer of Zetex ple for two years, before serving as
Group Finance Director of Renew Holdings ple for
twelve years from 2006, prior to joining the Company
in January 2018. John 1s.a Director of [lkley Toy Museum
Limited. John's experience as the senior financial officer
1IN a number of public companies, including those
which have experienced substantial growth through
business change, is particularly relevant to the Group

David Anderson
(aged 55)

Nigel Halkes
(aged 66)

Chris Jones
(aged 56)

Nicholas Mills
(aged 31)

Group Property Director

David jowned the Board as Group
Property Director in Novernber 2018
David joined from Henry Boot
Develapments Limited, the principal
property development sabsidiary of
Henry Boot PLC, where he had served as
a Directar since 1996 and as Managing
Director since 2005, Ae led the growth
in revenue of that business from less
than £10m in 2005 to over £220m

in 2017. David's 25 years of experience
and success in the field of property
development brings the appropriate
knowledge and understanding of that
markel necessary 1o assist the Group's
growth In that business area
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Non-Executive Director

Nigel was appainted to the Board

in Adgust 2015 and serves as Chairman
of the Audit & Risk Committee. He (s
also a member of the Remuneration
Committee. Heis a Chartered
Accountant and was a partner at Ernst
& Young for 25 years, rising te become
Managing Partner of Markets for the UK
and Ireland, responsible for the firm's
growth strategy, key relationships, and
business development. He retired from
Emnst & Young at the end of 2013 10
pursue a portfolio nan-executive
career spanning the public, private
and chartable sectors. Nigel s a Non-
Executive Director of Tritral Group ple and
is a Trustee of Palka Children's Theatre
and the Hugoe Halkes Foundation,
higel's extensive professionat expenence
brings ngour and insightt to the Board
particularly with regard to financal
accounting and risk management.

Non-Executive Director

Chinis joined the Board m Apnl 2020 and
serves as Chairman of the Remuneration
Committee, He Is also a member of the
Audit &RRisk Committee. He is 2 property
consdltant and chartered surveyor with
over 30 years' direct exparience warking
with a broad range of organisations
within the UK investrent and
development sectors of the commercal
property market. As & founding partner
of his Investment practice - Christopher
Dee, based in Manchester, he has
provided advice to a range of private
and institutional clients on all aspects

of commercial property investment,
development, and funding work. Chris
retains a role within Christopher Dee LLP
to manage a UKwide unit linked
property mvestment fund, where he
reports directly 1o their board on al
strategic matters. Chris 15 a Divector

of The Creative Property Group Ltd

and Doon Villa Holdings Lid.

Non-Executive Director

Nick joined the Board in 2020 as
Non-Executive Director. He serves on
hoth the Audit & Risk and Remuneration
Committees. He has been employed

by Harwood Capital LLP since 2019

after spending 5 years at Gabell Asset
Management in New York, He acted
primanly as a Research Analyst covenng
the multi-industrial space and also
gained expenence in Merger Arbitrage
strategies and marketing Closed End
Funds. He has a Bacheler of Saience
degree from Boston College’s Carroll
School of Management. Nick is a Director
of Harwood Capital Management
Limited, Harwood Capital Management
(Gibraltar) Limited, Growth Financial
Services Limited, 62 Pont Street
(Freehold) Ltd, Circassia Group Ple, North
Atlanitic Investment Services Limited
and Northbridge Industnal Services plc,

Hargreaves Services plc



1. 2, Directors’ Report 3.

Directors’ Report

The Directors present their Directors' Report and Financia! Statements for the year ended 31 May 2022.

Principal Activities
The principal activities of the Group during the year were the provision of haulage services, waste transportation, processing of minerals, mechanical and
electrical engineering and materials handling, dealing in plant and machinery, the development and saie of land, vl engineering, and specialist earthworks.

Results and Proposed Dividend
The profit for the year from continuing operations was £34,828,000 {2021 profit after tax of £16,406,000). Following the payment of an interim dividend
of 2.8p per share on 6 Apri- 2022, the Directors recommend a final dividend for the vear ended 31 May 2022 of 5.6p per share.

The Directors also propose to declare an additional dividend of 12.0p per ordinary share in respect of dividends to be paid 1o the Company by Hargreaves
Services Europe Limited, which owns HRMS,

Itis proposed that the final dividend and additional dividend will be paid on 31 October 2022 to shareholders on the register on 23 September 2022.
The shares will be ex-dividend an 22 September 2022, The proposed dividends have not been provided for in these financial staternents as they were
not declared and approved before the year end.

Cutlook
The current trading and outlook for the Group is disclosed within the Chairman'’s Statement in the Strategic Report above.

Financial Instruments
The financial risks faced by the Group and its palicy in respect of these risks are set out in Note 30 of the accounts

Policy and Practice on Payment of Creditors

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

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

Roger McDoweli
Nigel Halkes
Gerdon Banham
John Samue!
David Anderson
Christopher Jones
Nichalas Mills

The names and biographical details of the Directors at the date of this Directors’ Report are given in the Board of Directors section of this Annual Report.
All Directors are required to retire by rotation every three years, in line with the Articles of Association. An evaluation of the performance of each Director
and of the Board is carried out and the performance of each continues to be effective and demonstrates commitment to the role. The Directors required

to retire by rotation at this year's AGM are noted on page 95

The Company provides indemnities to each of its Directors in accerdance 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 Company according to the register
of Directors’ interests:

Interest at Interest at

Class of share end of year beginnlng of year

Gordon Banham (held by GB Holdings (2021} Limited) Ordinary 2,646,825 2,646,825
Gordon Banham Ordinary 29,704 -
Roger McDowell Ordinary 442,557 350,000
Nigel Halkes Ordinary 5,000 5,000
Christopher Jones Ordinary 79,369 62,910
Nicholas Mills* Ordinary - -
John Samuel Ordinary 28,000 28,000
David Anderson Ordinary 58,100 32775

*  Nichalas Mills 15 an employee of Harwood Capiral LLP, which owns 8,200,000 ordinary shares of the Company, being 28 28% of the issued share capitat
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Directors’ Report continued

Details of Directors’ emoluments are set out in the Remuneration Repart. All the Directors benefited from gualifying third-party indemnity provisions
in place during the year and at the date of this Directors’ Repert.

Except as listed below, according to the register of Directors’ interests, ne rights to subscribe for shares in Group companles were granted to any of the
Directors or their immediate families or exercised by them during the financial year and up to the date of this Directors’ Report. None of the awards listed
below may be exercised prior to 3 August 2024

Grant of Options

Date of share Numberofshares
Director Exercise price per share award awarded
Gordor Banham 10 pence per ardinary share 2 August 2021 4,611
John Samuel 10 pence per ordinary share 2 August 2021 41,611
David Anderson 10 pence per ordinary share 2 August 2021 22,292

The above options were granted under the Hargreaves Services plc Executive Share Option Scheme 2020.

Exercise of Options

Dateof Number of shares

Director Exerclse price per share exercise exerclsed
Roger McDoweli 10 pence per ordinary share 4 April 2022 112,557
Gordon Banham 10 pence per ordinary share 4 April 2022 25704
David Anderson 10 pence per ordinary share 4 April 2022 25,325

The above options were granted under the Hargreaves Services plc 2019 Share Option Scheme,

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 David Anderson,
Gordon Banham and Nigel Halkes, who being eligible, offer themselves for re-election.

Disclosable Interests
As at 22 July 2022, the Company had been notified of the following shareholders with 3% or more of the issued share capital of the Company:

Numberof % of issued share

Shareholder ordinary shares capital
Harweod Capital LLP 9,200,000 28.28%
Canaccord Genuity Group inc 3929921 12.08%
GB Holdings (2021) Limited 2,646,825 814%
Downing LLP 1925951 592%

The above disclosures are in accordance with the last TR1 natification to the Company by shareholders.

Employees

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

The Directors recognise the importance of good communications and good relations with employees. Regular meetings are held between the Chief
Executive and senicr managers who cascade relevant information through their reporting systems. The Group fntranet also provides regular information
to employees to inform them of developments within the Group. An employee 2-news'etter is issued on a six-menthly basis to inform individuals in
relation to various topics arcund the Group including employee benefits and human-interest staries,

Directors’ Section 172(1) Statement
The Board acknowladges its responsibility 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 statement sets out the requirements of the Act, section 172(1), and notes how the Directars discharge their duties

As noted in the Corporate Governance Report on pages 31 t 34, 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
analyse the possible outcomes so that an appropriate decision can be made based upon the likely impact on the performance and position of the Group
This enables a decision to be made which best promaotes the success of the Group and considers the impact on the wider stakeholder group Facters
below are alt considered during the decision-making process.
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Likely consequences of any decisions in the long term

As part of the Board's decision-making process, they are given access to management papers which set out the 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 reperting and control the Board has devolved certain levels of autoncmy to management to run and
develop the business of the Group.

The Group has an annual budget ang five-yaar plan which is reviewed regularly to benchmark performance and achievements against its long-term
strategy. Each year, the Board holds a session with each of the business unit Managing Directors and other senior management to review and reconsider
the strategy of each business unit. This includes consideration of market conditions and cpportunities, investment requirements and capital allocation,
the overhead cost base and margins, The Board then considers the outlook for the entire Group and the opportunities to create, deliver and realise
vatue for sharehalders. The Board's strategy is focused on delivering reliable and growing profits in its Services biisiness, strengthening the pipeline

of development projects in Hargreaves Land and supporting the growth of value in its German Joint Venture

During the year, the Board recognised that some temporary surptus cash was available due to delays in investment in plant caused by global supply chain
issues Whilst the impact of those delays was managed through shert term rentaf arrangements, the Board recognised that it could provide assistance
to its German Joint Venture, HRMS, 16 take advantage of market opportunities by lending the surpius cash to HRMS on a temporary basis. The Board
authorised the provision of these furids through a number of short-term loans. This meant that the Group's surplus cash was being efficiently deployed
in a low-risk manner and also provided HRMS with the ability to increase its trading capacity.

Interests of the Group’s employeas

The Directors actively consider the interest of employees in all major decisions. The Board encourages feedback from employees to improve the culture
and working environment of the Graup. The Group Chief Executive holds regular meetings with senior managers beth 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 employees can access.

As part of the Group's response to Covid 19, senior management, including the CEQ, business unit managing directors and HR representatives, met
regularly to consider and implement actions to safeguard our employees. Government advice has been monitored, followed and any necessary steps
implemented both in the office and site environments to minimise the risk to employees. These steps include the provision of appropriate personal
protective equipment, hand sanitisers and signage and precautions to maintain social distancing. Working from home has been facilitated in accordance
with government guidance where employees have been able to carry out their duties from home

The Group also operates various LTIP schemes for the Directors and other senior employees based on performance criteria. The Board believes this
encourages employee engagement in promaoting the success of the Group and in aligning the finandial interests of the Executive Qirectors and other
senior employees with those of the shareholders.

The need to foster the Group’s business relationships with suppliers, customers and others

The Directers have identified the stakeholders of the Group and review regularly to ensure adequate communication and engagement is cngoing with
each stakeholder group. The Board recagnises that the Group's customers, suppliers and employees are crucial to its success. The Group has established
long-term relationships with key customers and suppliers and the Board encourages feedback from them to improve decisicn making. For key customers
and suppliers, appropriate due diligence is undertaken around their working practices and ethics as well as their financial stability and viability.

Cne of our strategic priorities is cur commitment to the highest practicable standards of health and safety, which has enabled us to secure and maintain
valuable contracts, as detailed in “Impact of the Group's operations on the community and envircnment” below.

Iimpact of the Group's operations on the community and environment

The Group takes its responsibility within the community and wider environment serigusly There are specific information channels in respect of health

& safety matters. The Group has a proactive approach to safety, health and the environment and is committed to the highest practicable standards of
safety and health management and the minimisation of adverse environmental impacts (as further detailed in the Envircnmental, Social and Governance
report at pages 20 to 25 and "Principle 8: Promote a corporate culture that is based an ethical values and behaviours” of the Corporate Governance
Report} The Group publishes its annual global emissions in compliance with the streamlined energy and carbon reporting ("SECR”) regulations detailed
in "Carbon emissions” below. This demanstrates the Group's reducing carbon footprint following the cessation of coal mining operations.

The desirability of the Group maintaining a reputation for high standards of business conduct

The Groug is committed to maintaining high standards of corporate governance and has adepted the Quoted Companies Alliance Corporate Governance
Code 2018 ("the QCA Code"). The Group's approach In relation to complying with each of the ten principles of the QCA Code is set cut in the Corporate
Governance Report cn pages 31 to 34,

To strengthen further Group compliance with corporate governance, the Board undertakes a self-assessment annual performance review. The assessment
pravides an effective platform for reviewing performance and, aver time, a greater focus has developed on particular recommendations, which has
prompted fruitfu? discussions among the Board and influenced its operation. The 2022 review has been carried out with the Board focusing on those
aregs where one or more of the Directors had indicated a concern. In particular, the Board considered that Board diversity and ESG are areas for focus
in the future.
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Directors’ Report continued

The Group has a strong ethical culture based upon its Code of Ethics which can be found on the Group's website The Group's reputation is built on its
values as a Group, 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. Where there is a need 1o seek advice on particular issues, the Board will liaise with its lawyers and nominated advisors
to ensure the consideration of business conduct, and its reputation is maintained.

The need to act fairly between members of the Group

An important role of the Board is to rapresent and promote the interests of the Group's shareholders as well as being accountable to them for the
performance and activities of the Group. The Beard engages with its shareholders 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 (o analysts and major
shareholders to update tham on progress and invite them to ask questions. The Board has also introduced the use of online real time webcasting of

its results presentations which enables all interested parties, including private sharenolders, to access information and to ask guestions of Executive
Directors. The Board is updated on the latest shareholder information by the receipt of shareholder register movements, analyst reports and feedback
from the Group's brokers and Financial PR Advisors following investor road shows after half-year and year-end results. The Board incorporates this
feedback into its decision-making processes. All Directors attended the Annual General Meeting in 2021 and engaged in discussicn with the shareholders
present. The Group provides contact detalls on the investor relations page of its website and in the notice to the 2022 Annual General Meeting which
investors can use to contact the Group, giving equal access to al! investors and potential investors.

Carbon Emissions
Information on carbon emissions in accordance with the SECR regulations is set out in the ESG report an pages 20 to 25.

Methodology
The Group follows 1SO14064:1 standard for its reparting and takes the operaticnal control approach te reporting. The conversion of units of fuel used
into tonnes of COe has been done utilising the UK Government Conversion Factors 2022.

Scope 1 emissions have been calculated by taking the total number of litres of fuel used in operations during the reposting period and converting them
to tonnes of CO,¢ 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 reperting period and
converting them to tonnes of CO,e using the appropriate conversion factor

Scope 3 emissions have been calculated by taking the total litres of fuel purchased for business travel as well as an estimate of 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 27 Qctober 2021. The Directors will seek authority to make market purchases of up to fifteen per cent of the Company's own shares at the 2022
Annual General Meeting (ful' details are available in the 2022 Notice of Annual General Meeting).

Approval to Issue Shares
The Directors will seek authority to allot up to a maximum aggregate nominal amount of £1,084,255 at the 2022 Annual General Meeting {ful! details are
available in the 2022 Notice of Annual General Meeting).

Disclosure of Information to Auditor

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

Independent Auditor

The Board proposes to reappoint PricewaterhouseCoopers LLP as auditor. Resolutions conceming thelr continued appointment and w autharise the
Audit & Risk Committee of the Board of Directors to agree their remuneration wi‘l be put to the forthcoming Annual General Meeting of the Company
{full details are available in the 2022 Netice of Annuat General Meeting).

By order of the Board

John Samuel
Company Secretary
26 July 2022
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Corporate Governance

The Company is committed to maintaining high standards of corporate governance and has adopted the Quoted Companies Alliance Corporate
Governance Code 2018 {"the QCA Code"). The Company's aporoach in relation to complying with each of the ten principles of the QCA Code is set out below.

Deliver Growth

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

The Board has established a strategy 2nd business model which seek to promote long-term value for shareholders. This Is set out in the Strategic Repart
section of this Annual Report, The Board's strategy is focused on delivering reliable and growing profits in its Services business, strengthening the pipeline
of development projects in Hargreaves Land and supporting the growth of vaiue In its German Joint Venture, The risks to the Group posed by this
transition have been evaluated by the Board and continue to be on a regular 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 s 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 1ts shareholders and aims to 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 thermn on progress and invite them to ask questions. The Board has also introduced
the use of online real time webcasting of its results presentations which enables all intarested parties, including private shareholders, to access
information and te ask questions of Executive Directors. The Board is updated on the latest shareholder Information by the receipt of shareholder register
movements, analyst reports and feedback from the Company's brokers and Financial PR Advisors following investor road shows after half-year and
year-end results. All Directors attend the Annual Generat Meeting and engage in discussion with shareholders present. The Company provides contact
details on the investor relations 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 Board recognises that the Group’s customers, suppliers and employeses are crucial to its success. The Group has established fong-term relationships
with key customers and suppliers and the Board encourages feedback from employees to improve the culture and working environment of the Group.
The Group Chief Executive holds regular meetings with senior managers both 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
reperting charnels, Additionally, the Group's intranet carries a range of statements and information updates which employees can access. There are
specific information channels in respect of health & safety matters. The Group has a proactive approach to safety, health and the environment and is
committed to the highest practicable standards of safety and health management and the minimisation of adverse environmental impacts (as further
detailed below at “Principle 8: Promote a corporate culture that is based on ethical values and behaviours”),

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

The Company's approach to risk is set out within the Risk Management section of this Annual Report The Board has devolved considerable levels of
autonomy to management 1@ run and develop the business of the Group. The Board believes that a well-designed system of internal reporting and
control is necessary. The Beard therefore continues to have overalf responsibility to develop and strengthen internal controls. The Audit & Risk Committee,
on behalf of the Board, has the responsibility for reviewing intermal controls. The system is designed to provide reasonable, 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. Al
subsidiary undertakings are required to adhere to specified internal control procedures, The Audit & Risk Committee receives regular reports on internal
control. Monitering of compliance with the Group's systemn of internal cortrot is undertaken by all levels of management and the internal audit function,
This is reinforced by the role fulfilled by the Audit & Risk Committee (as further detailed below at "Principle 9: Maintain governance structures and
processes that are fit for purpose and support good decision-making by the Board”).

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

The Board

The Group is headed by an effective Board, which controls and leads the Group. The Board meets at [east ten times per year, recelving appropriate
information from management on a timely 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 2022,

Audit & Risk Remuneration Nominations
Attendance at meetings Board Committee Committee Committee
Number of meetings 1 4 2 1
Gordon Banham 11 attended n/a n/a 1 attended
Nigel Halkes 1 attended 4 attended 2 attended 1 attended
John Samuel 11 attended n/a n/a n/a
Roger McDowell 1 attended 4 attended 2 attended 1 attended
David Anderson 11 attended n/a n/a n/a
Christopher icnes N attended 4 attended 2 attended 1 attended
Nicholas Mills 11 attended 4 attended 2 attended 1 attended
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The Board is collectively responsible for the long-term success of the Group and has ultimate responsibility for the managemenr, direction and
performance of the Group and its businesses. The Board is required to exercise objective judgement on afl corporate matters and is accountable
to shareholders for the proper conduct of the business. All Directors have access to the advice and services of Group Legal Counsel who assists the
Company Secretary. The Company Secretary is responsible to the Board for ensuring that procedures are followed and for compliance with applicable
rules and regu'ations, There is a clearly defined division of responsibilities between the Chairman and the Group Chief Executive. The Chairman is
prlmarlly responsible for the leadership and effective working of the Board. This is achieved by:

chairing Board meetings, setting the agendas in consultation with the Group Chief Executive and Company Secretary and encouraging the Directors

to participate actively in Board discussions;

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

promoting high standards of corporate governance;

ensuring timely and accurate distribution of information to the Directors and effective communication with sharehoiders;

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

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

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

Non-Executive Directors

Non-Executive Directors bring a wide range of experience to the Group. The QCA Code states that the Board should have at least two independent
Non-Executive Directors and that, since independence can easily be compromised, Non-Executive Directors should not normaily participate in
performance-related remuneration schemes The Board currently has four Non-Executive Directors including the Non-Executive Chairman The
Non-Executive Chairman is 2 participant in the Company’s Long-Term Incentive Plan scheme entitled the Hargreaves Services plc 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 Scherme 2019, in any event, the Board has three other
independent Non-Executive Directors.

Conflicts of interest

The Articles of Association enable 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 confiicts of interests when censidering 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 Directors’ biography page within this Annual Report. The Directors bring a wide range of
expertise on issues related ta operatians, 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 Directors 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 locaticns. The Board calendar is planned to ensure that Directors are briefed on a wide range of topics throughout
the year and are given the opportunity to visit sites and discuss aspects of the business with employees, The Board recognises that the Directors have

a diverse range of experience and encourages them 1o 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 te discharge thelr responsibilities as Directors. All Directors
have access to the advice and services of Group Legal Counsel who assists the Company Secretary, wha 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 abjectives, seeking continuous improvement

To further strengthen Group compliance, the Board undertakes annual performance reviews that review and measure its effectiveness and that of
its Committees. Each Board/Committee member completes an assessment, which provides numeric scoring against specific categories. Each Board/
Committee member also provides recommendations for improvement of the effectiveness of the Board/Committee. The assessments provide an
effective platform for reviewing perfarmance and, over time, a greater focus has developed on particular recornmendations, which has prompted
fruitful discussions among the Board and influenced its operation.

The criteria for effectiveness include assessing:
«  Key Board/Committee functions;
+ Board/Committee composition (including succession planning);
External reporting and information flows;
Board/Committee culture;
Board/Committee information for meetings and the meetings themselves; and
Board development.

Foilowing this year's annual performance review, which was carried out using a self-assessment questionnaire, the Board debated categories where
at least one Director awarded a score of less than 3 cut of 3.
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The 2022 review was carried out with the Board focusing an those areas where one or more of the Directors had indicated a concern. In particular,
the Board considered that Board gender and sethnic diversity and ESG are areas for focus in the future.

Alongside the annual performance review, the Chairman conducts an informat 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, piease refer to the section entitied “Nominations Committee” (under the heading "Principle 9: Maintain govemance
structures and processes that are fit for purpose and support good declsion-making by the Board”) below.

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

Cuiture

The Company has a streng ethical culture based upon its Code of Ethics which can be found on the Company’s website. The Company’s reputation

is huilt on its values as a company, the values of its employees, and the calective 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 stiuctures is reviewed as part of the Board
and Committee effectiveness process described above.

Compliance with Laws

The Group has systems in place designed 1o ensuse comgpliance with all applicable laws and regulations and conformity with all relevant codes of
business practice. Compliance with the Bribery Act 2010 involves an Anti-Corruption Policy and a Group Whistleblowing Policy. Training is given to
all appropriate employees through the use of online tools to ensure that there is full understanding of the Bribery Act 2070 and competition law and
awareness of the consequences of not adherng 1o Group policies. The Group's Whistleblowing Pelicy is used to encourage staff to raise concerns in
the knowledge that concerns raised in good faith will be taken serigusly and investigated.

The Group has taken the appropriate steps to comply with the provisions of the Market Abuse Regulation and the Modern Slavery Act. The Group has gut
in place processes and policies to comply with the General Data Protection Regulation {"GDPR") and has a Data Protection Officer whois respensible for:
managing information governance; implementing the requirements of GDPR; and arranging for online tralning to be given to apprapriate employees.

Safety, Health and Envircnment

The Group has 2 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 ensures that health and safety issues for employees, customers and
the public are of foremest concern in ail 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 network of full-time officers and Health
and Safety nominated "champions” at all levels. Statistical analysis is used to highlight any areas where additionat training or improved working practices
would be beneficial, and positive action is promptly implemented. All divisions have formulated safety management systems. To protect employees,
customers and contractors, the Group implemented, and continues to have, a series of measures to safeguard against the threat posed by Covid-19

bath in the office environment and at sites details of which are set out in the Risk Management section of this Annual Report.

Environmental, Social and Governance

The Group has established a cross-business ESG Working Group to assess procedures, review methods and identify goals to enable balanced judgements
to be made going forward The ESG Working Group is working towards the requirements of the Task Force on Climate-related Financial Disclasures ('TCFD"),
which the Group will be obliged to report on for the year ending 31 May 2023. The ESG Working Group's findings form an integral part of financial reports
and investor presentations. Further detafls can be found together within the Environmental, Social and Governance repert at pages 20 to 25,

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

The Board

Plzase see details above at "Principle 5. Maintain the Board as a well-functioning, balanced team ted by the Chair”. The Board has a schedule of matters
which are specifically reserved for its decision which can be viewed on the Company’s website

Board Committees
The Board has three Committees that assist in the discharge of its responsibilities:
+  Remuneration;
Audit & Risk; and
- Nominations.

Remuneration Committee

The Remuneration Committee, which has been chaired by Christogher Jones since the 2020 Annual General Meeting and comprises the Non-Executive
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. Further details on the
composition and work of the Remunieration Committee 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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Audit & Risk Committee

The Audit & Risk Committee, which is chaired by Nigel Halkes and comprises the Non-Executive Directors, is responsible for reviewing a wide range

of financial reporting and related matters including the haff-year and annual accounts before their submission to the Board. The Committee is required
to focus in particular on critical accounting policies and practices adopted by the Group, and any significant areas of judgement that materially impact
reported results. It is also respensible for monitoring the internal controls that are operated by management to ensure the integrity of the information
reported to the shareholders. An internai audit function, which reports directly to the Chair of the Audit & Risk Committee, suppeorts 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 appeintment,
independence and ohjectivity of the external auditors and on their remuneration both for statutory audit and non-audit work. It also discusses the
nature, scope and timing of the statutory audit with the external auditors. The Committee also reviews the appropriateness of the annual internal

audit pregramme for the Group and ensures that the business risk management and internal audit functions are adequately sponsored and resourced.
The ESG Working Group reports quarterly to the Committee, The Committee meetings are also attended, by invitarian, by the Chief Executive and Group
Finance Diteclor. The Committee meets not less than four times annually. Further details on the composition and work of the Audit & Risk Committee
are set out in the Audit & Risk Committee 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 responsible
for reviewing the structure, size and composition required of the Board when compared to its current position. It makes recommendations to the Board
with regard 1o any changes and considers and reviews succession planning for Board Directors, taking into account the challenges and opportunities facing the
Group. It identifies and nominates for Board approval suitable candidates 1o 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 appropriate re-appointment of Non-Executive
Directors at the end of their specified terms of office, and overseeing the re-election by shareholders of any Director under the "retirement by rotation”
provisions in the Company’s articles of association, The Terms of Reference of the Nominations Committee can be viewed on the Company's website

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

The Committee recognises the benefits ta the Group of diversity in the workforce and in the compasition of the Board itself. While the Company will
continue to make all appointments based on the best candidate for the rele and without prejudicing its policy of appointing the most suitable applicant
far any role, it s aware of the desirability of female and minority representation. in making senior appointments the Board will give particular weight

t0 addressing diversity in the constitution of senior management including directors.

Evolution of Governance Framework
The Board continuously monitars 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
refevant stakeholders

In addition to this Annua! 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 Repaort on 26 July 2022

Roger McDowell
Chairman
26 July 2022
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Remuneration Report
Christopher Jones, Chair of the Remuneration Committee

Responsibilities and Role of the Remuneration Committee

The Committee’s principal function [s to review the remuneration of the Executive Directors, It also moniters the remuneration of the Group's senicr
managers. The remaneration strategy, policy and approach for all staff, is also reviewed annually by the Committee. The full Terms of Reference of the
Committee are avallable 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 individual rewards and incentives are aligned with the performance of the Company and the interests of shareholders;
to ensure that performance-related elements of remuneration constitute a material proportion of an executive’s remuneration package; and
o maintain a competitive remuneration package which enables the Company to attract, retain and mativate high-calibre executives

The Committee reviews the Company’'s executive remuneration arrangements and implements incentive arrangements to support the ohjective 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 Committes, which met on two occasions during the year, were:

Christopher Jones (Chair)
Nigel Halkes

Roger McDowell
Nicholas Mills

All members of the Committee are Non-Executive Directors and are recognised by the Board as capable of bringing independent judgement 1o bear.
Christopher Jones has chalred the Committee throughout the year and its membership has been unchanged. The Group Chief Executive is consulted
and invited to attend meetings, when appropriate The Group Finance Director also attended meetings as requited and provided relevant information
1o the Cormmittee 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.

During 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 earning 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 Executive and Senior Management Remuneration

Basic Salary

This 1s a fixed cash sum, payable monthly. Salaries are reviewed annually by the Remuneration Committee In the light of Individua: performance,
experience in the role and market comparisons, Considering the current econemic conditions prevalent in the UK, a cost of living increase of 69 was
awarded at 1 June 2022 to all UK employees including the Executive Directors. The Executive Directors did not receive any increase 1o their basic salaries
as at 1 June 2021. During the year, there have been no changes to the benefits which the Executive Directors receive.
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Annual Bonus

Executive Directors participate in an annual incentive bonus scheme finked to the actual achievement of a Group profit before tax target set by the
Committee. Additionally, should that target be achieved, a deduction of 10% is made if the Group Health & Safety target is not achieved. For the year
ended 31 May 2022, 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 Group Property Director, Bonuses do not count towards the calculation of pension
entitiement. The bonus target for the financial year ended 31 May 2022 was achieved and accordingly total bonuses amounting to £879,000 have been
eamed. Total bonuses of £919,000 were earned in respact of the financial year ended 31 May 2021. Similar criteria have been set in respect of bonus
arrangements for the financial year ending 31 May 2023. As part of the terms of his recruitment, David Anderson received a guaranteed bonus of £40,000
for the year ended 31 May 2021. No such entitlement applied 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 important element of overall executive
remuneration and assist in aligning the financial interests of Executive Directors and other senicr 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 ali awards are now made. Details of this LTIP and awards made under it are set out below.

Benefits in Kind and Pensions

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

Non-Executive Directors’ Remunaration

The Non-Executive Chairman's basic salary was £80,000 per annum and other Non-Executive Directors received a basic salary of £40,000 per annum.
These basic salaries increased by 6% from 1 June 2022. Additionally, the cther 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. From 1 June 2022, the additional sum paid
for the chairing of a Board Committee and acting as Senior Independent Cirector has been increased to £2,750.

Directors” Remuneration for the Year to 31 May 2022 (Audited)

Salary/Fees Banus Benefits LTIPs Total Pension

2022 2021 2022 202 2022 2021 2022 2021 2022 2021 2022 2021

£000 £000 £000 £000 £000 £000 £000 oop £000 £000 £000 £000
Gordon Banham 470 470 470 470 45 56 167 - 1,152 994 18 na
John Samuel 280 280 280 280 18 19 - - 578 579 42 42
David Anderson 225 225 84 169 13 17 142 - 464 411 45 45
Roger McDowell 80 80 - - - - 632 - 712 80 - -
Nigel Hatkes a5 45 - - - - - - 45 45 - -
Christopher Jones 43 43 - - - - - - 43 43 - -
Nicholas Mills 40 29 - - - - - - 40 29 - -
Total 1,183 1,172 834 919 76 92 941 - 3,034 2183 205 205
Notes:

Dawid Anderson's contract includes a guaranteed bonus of £43,000 for the year ended 31 May 2021
Nicholas Mills’ emoluments In 2021 represent the penad from 9 September 2020 to 31 May 2021

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

Commencement of 2021/22
Date of latestagreement Name Position period of office annual salary (£) Notice period
3 September 2013 Gordon Banham Group Chief Executive 23 February 2004 470,442 12 months
2 lanuary 2018 John Samuel Group Finance Director 2 January 2018 280,000 6 months
14 November 2018 David Anderson Group Preperty Director 12 November 2018 225,000 & months
11 May 2018 Roger McDowell Non-Executive Chairman 11 May 2018 80,000 3 months
21 August 2015 Nigel Halkes Non-Executive Director 21 August 2015 45,000 3 months
| April 2020 Christopher Jones Non-Executive Director 1 April 2020 42,500 3Imonths
9 Septermber 2020 Nicholas Mills Non-Executive Director 9 September 2020 40,000 3 months
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Nen-Executive Directars are not generally eligible to participate in any incentive plans, share option schemes or Company pension arrangements and are
not entitled to any payment in compensation for any early termination of their appointment, although, as a candition of Roger McDowell's appointment,
he was granted LTIPs as set out 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 to the date of this Directors’ Report except as indicated below. At 31 May 2022, no Director holds any rights to subscribe for shares
in Group companies other than those related to options which have vested but not yet exercised.

Long-Term Incentive Plan (“LTIP") (Audited)

The Hargreaves Services plc Executive Share Option Scheme

At the Annual General Maeting held on 30 October 2019, the Hargreaves Services plc Executive Share Option Scheme ("the Executive Share Opticn
Scheme”) was approved by shareholders. The scheme contains performance criteria measuring both the Company’s own Total Shareholder Return
over a three-year period and its comparative performance against a basket of other listed companies. It is envisaged that awards with a value up to
50% of a recipient’s base salary will be made anrually under the Executive Share Option Scheme to Executive Directors and other senior management
as determined by the Committee. During the year ended 31 May 2022, a total of 146,532 awards were made of which 105,514 related to Executive
Directors awards as set out below:

Director Date of grant Exercise price No. of options granted Exercise period

Gorden Banham 2 August 2023 10p per share 4161 3 Aug 2024-2 Aug 2046
John Samuei 2 August 2021 10p per share 41,61 3 Aug 2024-2 Aug 2026
David Anderson 2 August 2021 10p per share 22292 3 Aug 2024-2 Aug 2026

Additionally, the foilowing awards were granted in the year ended 31 May 2021,

Director Date of grant Exercise price No. of options granted Exercise period

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

The performance criteria use the average mid-market closing Share 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 to be acquired on the exercise of 2n Option is dependent on the Total Shareholder Return on the third
anniversary of the Cate of Grant ("Strike Date”} calculated by reference to the average Share price for the 21 Trading Days preceding the Strike Date.

The performance parameters for Total Shareholder Return are 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
Sharehoider 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 exercisabie. In the event that the Total Shareholder Return figure at the Strike Date reflects percentages between 25% growth and 100%
growth above the Base Valug, the number of shares to be acquired under the Company Performance Option is based on a linear calcufation 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 Gption 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” alongside the growth of the companies in the Peer Group. If the Company:

« is ranked below the median position of the Peer Group TSR List, the Peer Group Performance Option lapses and is not exercisable;
is ranked first in the Peer Group TSR List, the Peer Group Performance Option may be exercised in fulf;, and
is ranked at or above the median of the Peer Group TSR List but below first, the number of shares in respect of which the Peer Group Performance
Option may be exercised shall be calculated on a straight line basis fraom 25% at the median positicn to 100% for ranking first (rcunded up to the
nearest whole number of Shares).

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

to options and other rights granted under the Executive Share Option Scheme together with any other employee share scheme established by the
Company on or after Admission, would exceed 10% of the issued ordinary share capital of the Company on the date of grant.
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The Hargreaves Services plc Share Option Scheme 2019
0On 22 January 2019, shareholders in general meeting approved an LTIP scheme, the Hargreaves Services plc Share Option Scheme 2019 (“the Share
Option Scheme 20197). The following awards were granted in the year ended 31 May 2019:

Director Date of grant Exercise price Noc. of options granted Exercise period

Roger McDowelf 30 January 2019 10p per share 285144 31 Jan 2022-30 Jan 2024
Gordon Banham 30 January 2019 10p per share 75250 31 Jan 2022-30 Jan 2024
John Samuel 30 January 2019 10p per share 75,250 31 Jan 202230 Jan 2024
David Anderson 30 January 2019 10p per share 64,157 31 Jan 2022-30 Jan 2024

The Share Option Scheme 2019 requires & minimum 35% Total Sharcholder Returr tu be achieved over the three-year period ending on 31 July 2021

{"the Vesting Period") from a base value of £3.52 (“Base Value") before vesting can commence. 100% vesting would occur at an 85% Total Shareholder
Return over the above period from the Base Value. The rules of the Share Gption Scheme 2019 allow participants to exercise options, 1o the extent they
have satisfied the perfarmance conditions, after the expiry of the Vesting Period. An option lapses five years after the date of the grant, except if the
participant dies, in which case the option lapses 12 months following death, whichever date is earlier. No disposal may be made of any shares arising from
the exercise of an option until five years after the date of grant other than to satisfy any tax llability arising on exercise. The options under the Share Option
Scheme 2019 lapse if the minimum performance criterion is not met. No further options will be granted under the Share Option Scheme 2016,

During the year 167,586 of these cptions vested and were exercised as set out below. Each director has retained ownership of the shares following their
exerdise. John Samuel holds 26,704 of these options which have vested but which he has not yet exercised. The remaining options which were issued
under the Share Option Scheme 2019 have lapsed

Exercise of Options

Director Exercise price per share Date of exerclse Number of shares exercised
Roger McDowell 10 pence per ordinary share 4 April 2022 112,557

Gordon Banham 10 pence per ordinary share 4 April 2022 29,704

David Anderson 10 pence per ordinary share 4 April 2022 25325

Qrdinary shares issued pursuant to either the Executive Share Option Scheme or the Share Option Scherne 2019 scheme 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 J was implemented on 2 August 2023
when a tota! of 14,820 options were grantad 1o an employee who is not a Director. Details are set out in Note 27 to the financial statements,

The Deferred Bonus Scheme is designed to allow awards to be made to Executive Directors and eligible employees in arder to attract and retain key
members of staff. The awards under the Deferred Bonus Scheme are based on a percentage of salary. This figure is then converted into a number of
shares using the mid-closing price of a Hargreaves Services plc ordinary share on the day preceding the award Other than serving the retention period
of three years from the date of award, the Deferred Bonus Scheme has nc performance criteria.

The Remuneration Commitiee Report was approved by the Board on 26 July 2022 and signed on its behalf by:

Christopher Jones
Chair of the Remuneration Committee
26 July 2022
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1. 2. Directors’ Report 3.

Statement of Directors’ Responsibilities
in Respect of 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 to prepare financia! statements for each financial year. Under that faw the directors have prepared the group and the
company financial statements in accordance with UK-adopted international accounting standards,

Under company law, directors must not approve the finandial 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:

- sgiect suitable accounting policies and then apply them consistently;

. state whether applicable UK-adopted international accounting standards have been followed, subject to any material departures disclosed and
explained in the financial statements;

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

« prepare the financial statements on the going concern basis unless it s inappropriate to presume that the group and company will continue in business.

The directors are responsible for safequarding the assets of the group and company and hence for taking reascnable steps for the prevention and
detection of fraud and other irregularities.

The directors are also responsible for keeping adequate accounting records that are sufficient to show and explain the group’s and company’s
transactions and 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. Legislation in the United Kingdom governing the preparation
and dissemination of financial statements may differ from legisiation in other jurisdictions.

Directors’ confirmations

In the case of each director in office at the date the directors' reportis approved:

- sofaras 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 information
and to establish that the group'’s and company’s auditors are aware of that information.
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Independent Auditors’ Report
to the members of Hargreaves Services plc

Report on the audit of the financial statements
Opinion
In our opinion, Hargreaves Services plc's group financial statements and company financia! statements (the “financial statements”):
give atrue and fair view of the state of the group's and of the company’s affairs as at 31 May 2022 and of the group’s profit and the group’s
and company’s cash flows for the year then ended;
have been properly prepared in accordance with UK-adopted international accounting standards; and
have been prepared in accordance with the reguirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Accounts (the "Annual Report”), which comprise: the Group and Parent
Company Balance Sheets as at 31 May 2022; the Consolidated Statement of Profit and Loss and Other Comprehensive Income, the Group and Parent
Company Statements of Changes in Equity and the Group and Parent Company Cash Flow Statements for the year then ended; and the notes to the
financial statements, which include a description of the significant accounting policies

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) ("15As {UK)") and applicable law. Our responsibilities under ISAs {UK)
are further described in the Auditors’ responsibilities for the audit of the financial statements section of our report. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

wa remained iIndependent of the group in accordance with the ethical requirements that are reievant 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 responsibiiities in accordance with
these requirements,

Qur auditapproach

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 included in an Unallocated segment. The group financial statements are a consolidation of the 120 reporting units within these four segments
including the group's centralised functions.
Given the significance of the components to the group's revenue and results, Hargreaves tndustrial Services Limited, the bulk haulage and minerals
divisions of Hargreaves (UK} Services Limited, DK Recycling und Roheisen GmbH and Hargreaves Raw Material Services GmbH were considered
significant components.
For further coverage Hargreaves Services plc, Blackwell Earthmeving Limited and Hargreaves industrial Services (HK) Limited were inciuded as full
scope components. Specific audit procedures were performed over certain financial statement line items across a further 20 reporting units.

Key audit matters
Risk of impairment 1o assets — Investments in subsidiary undertakings and Amounts due from group undertakings (parent)
Valuation of land (Properties held for development and resale and Investment Property) {(group)

Materiality
Overall group materiality. £1,779000 (2021: £2,050,000) based on 1% of revenue.
+  Overall company materiality: £1,200,000 (2021: £1,200,000) based on 1% cf total assets
Performance materizlity: £1,334,250 {2021: £1,537,500) (group) and £900,000 (2021: £300,000) (company)

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

Key audit matters

Key audit matters are those matters that, in the auditors’ professional judgement, were of most significance in the audit of the financial statements of the
current period and include the most significant assessed risks of material misstatement (whether or not due to fraud) identified by the auditors, including
those which had the greatest effect on: the averall audit strategy; the allocation of resources in the audit; and directing the efforts of the engagement
team. These matters, and any comments we make on the results of our procedures therecn, were addressed in the context of our audit of the financial
staternents 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 all risks identified by our audit.
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3. Financia! Statements

Valuation of land is a new key audit matter this year Impact of Covid-19, which was 2 key audit matter last year, is no longer included because of the
current status of the pandemic and the limited impact it had on the group results. Otherwise, the key audit matters below are consistent with last year

Key audit matter

How our audit addressed the key audit matter

Risk of impairment to assets ~ investments in subsidiary undertakings and
Amounts due from group undertakings (parent)

The parent company has investments in subsidiary undertakings of £314 million
(2021: £210 million) and amounts due from group undertakings of £54.9 million
(2021 £66 5 million). Na impairment has been recorded by management in
the current year in respect of investments and/cr amounts due from group
undertakings within Hargreaves Services plc. The risk we have focused on is that
these assets could be overstated and impairment charges may be required.

The determination of whether or not these assets are impaired involves
subjective judgement and estimates about the future results and cash
flows of the business.

On an annual basis, management calculates the amount of headroom
between the value in use of the parent company’s Cash Generating Units
("CGUs"y and their carrying value to determine whether there is a potentiai
impairment of the investment and/or amounts due from group
undertakings relating to those CGUs.

The value in use of the CGU with respect to investments and amounts

due from group undertakings in Hargreaves Services ple is dependent

on a number of key assumptions which include:

- The forecast cash flows for the next five years;

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

- Adiscount rate applied to the model.

See the accounting policies section within the financial statements for
disclosure of the refated accounting policies, judgements and estimates,
note 16 for detailed investments disclosure and note 21 for disclosure on
amounts due from group undertakings within the financial statements.

we understood and evaluated management’s budgeting and forecasting

process. Upon obtaining the parent company’s impairment and

recoverability analysis we tested the reasonableness of the key
assumptions, including the following;

- Verifying the mathematical accuracy of the impairment and
recoverability models and agreeing the carrying value of assets being
assessed for impairment fa the halance sheer,

- We challenged management's calcuiated weighted average cost of
capital {(WACC) used for discounting future cash flows within the
impairment and recoverability models, utilising valuation experts to
assess the cost of capital for the group and comparable crganisations.
It was noted that the WACC used by management was in line with our
acceptable range and as such no exceptions were noted;

We traced the forecast financial information within the model to the latest
Board approved budget and S year plan and challenged management to
provide support to corroborate revenue margin assumptions, support for
capital expenditure and considered the accuracy of previous forecasts and
we consider that the assumptions were supported by appropriate evidence;

We performed sensitivity analysis 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

Wa have reviewed the financial statements disclosures made with respect
to the sensitivity of the WACC, cash flows and growth rates and we
considered these to be appropriate.

The recoverability of investment in subsidiaries was also assessed by
comparing the net asset values of these subsidiaries against the carrying
value of the investment including consideration of the market capitalisation
of the Group. There were no indications of impairment identified.

Following the conclusion of our procedures above, we are satisfied that
no impairment is required. We also considered the disclosure made within
the financial statements and considered these to be appropriate.
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Independent Auditors’ Report

to the members of Hargreaves Services plc continued

Key audit matters continued

Key audit matter

How our audit addressed the key audit matter

Valuation of land (Properties held for development and resale and Investrent
Property) (group)

The greup has properties held for development and resale of £29.3 millign

(2021: £249 million) and investment properties of £83 million (2021: £76 million).

No provision or impairment has been recorded by management in the
current year in respect of these assets, The risk we have focused on

i Lhial st asseels could be oversiaied and Impalrment charges may
be required.

Properties held for development and resale are held at lower of cost
and net realisable value, while investment properties are held at cost
and assessed for impairment on an annual basis.

The determination of whether or not these assets are impaired involves
subjective judgement and estimates about the future sales transactions
and cash flows of these assets,

On an annual basis, management calculates the amount of headroom
between the future cash flows and their carrying value to determine
whether there is a potential impairment of properties held for
development and resale and/or investment properties.

The value of future cash flows is dependent on 2 number of key
assumptions which include:

- The forecast cash flows for the next ten to fifteen years; and
- Adiscount rate applied to the model.

See the accounting policies section within the financial statements for
disclosure of the related accounting policies, judgements and estimates,
note 14 for detailed disclosures on investment property and note 20 for
detailed disclosures on properties held for development and resale

i inventory.

We understood and evaluated management's budgeting and forecasting
process. Upon obtaining the forecasts of management’s estimate of future
sales, rentals and costs to complete, we tested the reasonableness of the
key assumptions, including the following.

- Verifying the mathematical accuracy of future cash flows and agreeing
the carrying value of properties held for development and resale and
investment properties 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 cash
flow models, utilising valuation experts to assess the cost of capital for
the group and comparable organisations, It was noted that the WACC
used by management was in tine with our acceptable range and as
such no exceptions were noted;

- We performed sensitivity analysis to ascertain the impact of reasonably
possible changes in key assumptions and to quantify the downside
changes needed before an impairment would be required;

~  We traced the forecast financial information within the model to recent
sales data and challenged management o provide support to
correborate revenue margin assumptions, support for expenditure and
considered the accuracy of previous forecasts and we consider that the
assumptions were supported by apprapriate evidence;

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

- We have considered the future plans for each piece of land and
considered sales of similar land in recent years for properties held for
development and resale in inventory; and

- Inspected lease agreements and calculated the present value of these
agreements to verify expected future rental income on land held as
investment property.

Following tne canclusion of cur procedures above, we are satisfied that no
impairment is required. We also considered the disclosure made within the
financial statements and considered these to be appropriate.

How we tailored the audit scope

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

The group 15 structured along four segments being Services, Hargreaves Land, Hargreaves Services Eurape 'HSEL with the remazining areas of the group
included in an Unallocated segment. The group financial statements are a conselidation of the 120 reporting units within these four segments including

the group's centralised functions.

We, as the group engagement team, audited all in scope components based in the UK. The HSEL segment based overseas, being DK Recycling und
Roheisen and Hargreaves Raw Materials Services GmBH, and part of the Services segment based overseas, being Hargreaves industrial Services (HX)
Limited, have been audited by PwC component auditors. The group audit team supervised the direction and exacution of the audit procedures
performed by the component teams. Cur invelvernentin their audit process, including attending component audit meetings, review of their reporting
and supporting working papers, together with the additiona! procedures performed at group level, gave us the evidence required for cur opinion on

the financial statements as a whote.

Given the significance of the components 1o the group's revenue and results, Hargreaves 'ndustrial Services Limited, the bulk haulage and minerals
divisions of Hargreaves (UK) Services Limited, DK Recycling und Roheisen GmbH and Hargreaves Raw Material Services GmbH were considered
5 significant components. For further coverage Hargreaves Services plc, Blackwell Earthmoving Limited and Hargreaves Industrial Services (HK) Limited

were included as 3 full scope components.

Specific audit procedures were performed over administrative expenses, amounts due from undertakings in which the group has a participating interest,
cash and cash equivalents, deferred tax assets, inventory, investment property, cost of sales, retirement benefits obligations, revenue, trade and other
payables, trade and cther receivables, income tax expenses, property, plant and equipment and contract assets across a further 20 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.
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As a result of this scoping we cbtained coverage over £149.7 million (84%) of the group's external revenue and £27.2 million {(79%) of the group’s profit
before tax

The Company audit was performed by the Group audit team. The Company is principally a holding Company and there are no branches or other
locations to be considered when scoping the audit. The Company is audited on a stand-alone basis, and hence, testing has been performed on all
material financial statement line items.

Materiality

The scope of our audit was inf uenced by our application of materiality, We set certain quantitative thresholds for materiality. These, together with
gualitative 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 itermns and disclnsures and in evaluating the effect of misstatements, both individually and in aggregate on the finandial
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 - company
Querall materiality £1,779,000 (2021 £2,050,000) £1,200,000 (2021: £1,200,000).
How we determined it 1% of revenue 1% of total assets

Rationale for benchmark applied  Based on the benchmarks used in the annual report, we  We believe that total assets are considered to be
consider total revenue to be the most appropriate more appropriate as it is not a profit oriented company.
benchmark as it provides a more stable measure yearon  The parent company is a holding company only and
year than group profit before tax. Revenue is also used by therefore total assets is deemed a generalty accepted
the shareholders in assessing the performance and auditing benchmark.
growth of the Group, and is a generally accepted
auditing benchmark.

For each compoenent in the scope of our group audit, we allocated a materiality that is less than our overall group materiality. The range of materiality
allocated across components was between £308,000 and £1,600,000. Certain components were audited to a local statutory audit materiaiity that was
also less than our overall group materiality.

We use performance materiality to reduce te an appropriately 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% (2021: 75%)
of overall materiality, amounting to £1,334,250 (2021: £1,537,500) for the group financial statements and £900,000 (2021: £900,000) for the 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 concluded that an amount at the upper end of our normal range was appropriate.

We agreed with those charged with governance that we would report te them misstatements identified during our audit above £88,950 (group audit)
(2021: £102,500) and £60,000 {company audit) (2021; £60,000) as well as misstaterments below those amounts that, in our view, warranted reporting for
qualitative reasons.

Conclusions relating to going concern
Our evaluation of the directors’ assessment of the group’s and the company’s ability to continue to adopt the going concern basis of accounting
included:
We obtained and assessed management’s board report that details the group's assessment and conclusion with respect to their ability to continue
as a going concern;
We evaluzted the historical accuracy of the budgeting process 1o assess the reliability of the data;
We evaluated management’s board approved base case forecast and downside scenarios, and challenged the adequacy and appropriateness of the
underlying assumptions, including the level and period of reduction in revenue and timing of significant cash receipts, and confirmed management’s
mitigating action 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 10 ensure they were prepared on a consistent and appropriate basis;
We reviewed the latest trading results for the year to date in FY23 and compared to management’s budget, FY22 actuals and revised forecasts,
and considered the impact of these actual results on the future forecast pericd; and
We reviewed the mathematical integrity of rnanagement’s going concern forecast models, where no exceptions were identified.
+ We reviewed the disclosures included within the Annual Report and consider these to be appropriate.

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

Annua’ 3epoart and Accounts 2022 43



Independent Auditors’ Report
to the members of Hargreaves Services plc continued

Conclusions relating to going concern continued
However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to the group's and the company’s ability
o continue as a going €oncern,

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

Reporting on other information

The other information comprises all of the information in the Annual Report other than the finandal statements and our auditors’ report thereon.

Tne directors are responsible for the other information. Cur cpinion on the financial statements does not cover the other information and, accordingly,
we do not express an audit opinion or, except to the extent otherwise expficitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other infarmation and, in deing so, consider whether the
other information is materially inconsistent with the financial statements or our knowledge obtained in the audit, or ctherwise appears to be materfatly
misstated. If we identify an apparent material inconsistency or material misstatement, we are required to perform procedures to conclude whether
there is a material misstaternent of the financial statements or a material misstaternent of the other information. If, based on the work we have performed,
we conclude that there is a material misstatement of this ather information, we are required ta report that fact. We have nothing to report based on
these responsibilities.

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

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

Strategic report and Directors’ Report
In our opinion, based on the work undertaken in the course of the audit, the information given in the Strateglic report and Directors’ Report for the year
ended 31 May 2022 is consistent with the financial statements and has been prepared in accordance with applicable legal requirements.

in light of the knowledge and understanding of the group and company and their environment obtained In the course of the audit, we did not identify
any material misstaternents 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 mare fully in the Statement of Directors’ Responsibilities in respect of 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 internat control as they determine is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error,

In preparing the financial statements, the directors are respansible for assessing the group’s and the company’s abiity to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the directors either intend to liquidate
the group or the company or to cease operations, or have no realistic zlternative but te do so.

Auditors’ responsibilities for the audit of the financial statements

Qur objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due
to fraud or error, and to issue an auditors' report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individuatly or in the aggregate, they could reasonably be expected to influence the econemic decisions of users taken
on the basis of these financial statements

lrrequilarities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our responsibilities, outlined
above, to detect materia’ misstatements in respect of irregularities, 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 'aws and regulations related

to health and safety regulations and environmental regulations, and we considered the extent to which non-comgliance 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 AIM Rules for
Companies, tax legislation and the Companies Act 2006. We evaluated management’s incentives and opportunities for fraudulent manipulation of the
financial statements {including the risk of override of cantrols), and determined that the principal risks were related to posting Inappropriate journal
entries to manipulate reported results and management bias in accounting estimates. The group engagement team shared this risk assessment with
the component auditors so that they could include appropriate audit procedures in respense to such risks in their waork. Audit procedures performed
by the group engagement team and/or component auditors included:

« Inquiries of management and those charged with governance around actual and potential litigation claims;

« Reviewing minutes of meetings of those charged with goverance;

. Reviewing financiai statements disciosures and testing to supperting documentation o assess compliance with appiicable 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 journal entries with unusual accounts combinations;

+ Challenging assumptions and judgements made by management in their significant accounting estimates; and

- Reviewing the internal audit reports

44 Hargreaves Services plc



1. 2. 3_Financial Statements

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 regulations that are not closely related to events and transactions reftected in the financial statements. Also, the risk of not detecting a material
misstaternent due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate concealment by, for example,
forgery or intentional misrepresentations, or through coflusion.

Cur audit testing might include testing complete populations of certain transactions and balances, possibly using data auditing techniques. However,

it typically involves selecting a limited number of items for testing, rather than testing complete populations. We will often seek to target particular items
for testing based on their size or risk characteristics. In other cases, we will use audit sampling to enable us tc draw a conclusicn about the population
from which the sample is selected.

A further description of our responsibilities for the audit of the finandial statements Is located on the FRC's website at: www.frc.org.uk/auditorsresponsibilities.
This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in accardance 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 any other purpose or te any other
person 1o whom this report is shown or inte whaose hands it may come save whetre expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting

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

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

- adequate accounting records have not been kept by the 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 company financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Nicholas Cook {Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Newcastle upon Tyne

26 July 2022
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Consolidated Statement of Profit and Loss and Other Comprehensive Income
for the year ended 31 May 2022

2022 2021

Continuing opesations Note £000 £000
Revenue 2 177,908 204,796
Cost of sales {148,458) (181,453)
Gross profit 29,450 23,343
Other operating income 3 1,298 3,821
Administrative expenses {24,520) (29,234)
Operating profit/{loss) 6,228 (2,070)
Analysed as:

Operating profit (before exceptional items and impairment charges) 4,474 4,751

Exceptional items 5 1,754 (2,186)

Impairment of intangible assets 15 - (4,635)
Operating profit/{lass) 6,228 (2,070)
Finance income 8 823 646
Finance expenses 8 {770) (1,882
Share of profit in joint ventures (net of tax) 16 28,200 17,680
Profit before tax 34,481 14,374
Taxation g 347 2,032
Praofit for the year from continuing operations 34,828 16,406
Discontinued operations

Profit for the year from discontinued operations ¢ 2,000 -
Profit for the year 36,828 16,406
Other comprehensive income/(expense)

ftems that will not be reclassified to profit or foss

Gain in defined benefit pension schemes % 5,955 1,956
Tax recognised on items that will not be reclassified to profit or loss g (1,488) 319
ftems that are or may be reclassified subseguently to profit or loss

Foreign exchange translation differences 313 (1,8086)
Effective portion of changes In falr value of cash flow hadges 4 136
Tax recognised on items that are or may be reclassified subsequently to profit or loss g {8) (25)
Share of other comprehensive income of joint ventures {net of tax) 16 3,070 -
Other comprehensive income/lexpense) for the year net of tax 7,883 (58)
Total comprehensive income for the year 44,71 16,348
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2022 2021

Note £000 £000
Profit/(loss) attributable to:
Equity holders of the Company 37,040 16,426
Non-controlling interest (212) 20
Profit for the year 36,828 16,406
Total comprehensive income attributable to:
Equity holders nf the Company 44,923 16,368
Non-controlling interest (212} (20)
Total comprehensive income for the year 44,711 16,348
Basic earnings per share {pence) 11 113.80 50.84
Oiluted earnings per share (pence} 11 110.34 4938
Centinuing basic earnings per share (pence) 11 107.62 5084
Diluted continuing basic earnings per share (pence) [l 104.44 4838
Non-GAAP Measures
Basic underlying earnings per share from continuing operations (pence)* " 103,23 70.66
Diluted underlying earnings per share from continuing operations (pencel* 11 100.18 6864
* See Alternative Performance Measures Glossary on page 94
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Group and Parent Company Balance Sheets
at 31 May 2022

Group Company
Rastated*
2022 2021 2022 2021
Note £000 £000 £000 £000

Non-current assets
Property, plant and equipment 12 9,938 13,806 - -
Right-of-use assets 13 22,062 13,776 - -
Investment property 14 8,268 7607 - -
Intangible assets including goodwill 15 4,824 4824 - -
Investments In joint ventures 16 58,383 31,187 4,985 4,984
Investments in subsidiary undertakings 16 - - 31,358 21,009
Deferred tax assets 19 11,063 10,084 7 -
Trade receivables 2 4,224 - - -
Retirement benefit surpius 26 10,382 29N - -

129,174 84,195 36,349 25,993
Current assets
Other financial assets 17 - 2 - 2
Inventories 20 30,476 27168 - -
Trade and other recelfvables 21 88,574 78,260 81,412 77680
INncome tax asset - 59 - -
Contract assets 22 6,752 1,720 - -
Cash and cash equivalents 23 13,773 28,303 15 18,591

139,575 135,512 81,427 96,273
Total assets 268,749 219,707 117,776 122,266
Non-current liabilities
Cther interest-bearing loans and borrowings 24 (11,045) {8,586) - -
Retirement benefit obligations 26 {2,703) (2,857) - -
Provisions* 28 (2,344) (3,087 - -
Deferred tax liabilities 19 (1,920) - - -

(18,012) (14,540) - -
Currentliabilities
Other interest-bearing loans and borrowings 24 (7.326) (3,179 - -
Trade and other payables* 25 {50,727) 49617 (20,612) [25.265)
Provisions* 28 (9,440) (8,038 - -
Income tax liability {108) - (39) 382)
Other financial liabilities 18 - 143) - -

(67,601) 60,871) {20,651) (25,647}
Total liabilities (85,613} (75411) {20,651) (25,647}
Net assets 183,136 144,296 97,125 96,619
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Group Company

2022 2021 2022 201
Note £000 £000 £o00 £000

Equity attributable to equity holders of the Parent
Share capital 29 3,314 3314 3,314 3314
Share premium 29 73,972 73955 73,972 73,955
Other reserves 29 n n - -
Translation reserve 29 {1,819} 2,132 - -
Merger reserve 29 1,022 1,022 1,022 1,022
Hedging reserve 29 318 285 - 2
Capital redemption reserve 24 1,530 1,530 1,530 1,530
Share-based payment reserve 29 2,029 1680 2,029 1,680
Retained earnings* 102,781 64,441 15,258 15,116
183,358 144,306 97,125 96,619
Non-controlling interest {222) {0) - -
Total equity 183,136 144,296 97,125 96,619

The impact s an Increase in provisions of £3,723,000 and a corresponding reduction in trade and other payables, There 1s ng impact on opening resarves

The Company's profit after tax for the year was £6.4m (2021: foss of £7.8m).

The notes on pages 53 to 93 form an integral part of these financial statements.

These financial statements on pages 46 10 93 were approved by the Board of Directers on 26 July 2022 and were signed on its behalf by:

PR

Gordon Banham
Director

Registered number: 4952865

Annua Aepostand Accaunts 2022

Upan review of the prior year accruals balance it was identified that a number of items sho Jld have been classified as provisions. As such a restatement has been undertaken dunng the year
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Group and Parent Company Statements of Changes in Equity
for year ended 31 May 2022

Share-
Capital based Total Non-
Share Share Translation Hedging Other redemption Merger payment  Retained Parent controlling Total
capital premium reserve resgrve reserves reserve reserve reserve earnings equity interest equity

Graup (Note 29) £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000
At 1 June 2020 3,314 73,955 (326) 174 21 1,530 1,022 1,462 48,703 130,045 10 130,055
Total comprehensive income/

(expense) for the year
Profit/'oss) for the year - - - - - - - - 16426 16426 (20) 16406
Other comprehensive

[expense)income - - {1,806) m - - - - 1,637 {58) - {58)
Total comprehensive (expense)/

income for the year - - (1,806) m - - - - 18,063 16,368 200 16,348
Transactions with owners

recarded directly in equity
Equity-settled share-based

payment transactions - - - - - - - 218 - 218 - 218
Dividends paid - - - - - - - - {2,325y (2,329 - (2,325
Total contributions by and

distributions to owners - - - - - - - 218 2325 (2107) - (2107
At 31 May 2021 3,314 73,955 (2132) 285 21 1,530 1,022 1,680 64,441 144,306 (10} 144,296
At 1 June 2021 3,314 73,855 (2132) 285 2 1,530 1,022 1,680 64,441 144,306 {10} 144,296
Total comprehensive income/

(expense) for the year
Profit/(loss) for the year - - - - - - - - 37040 37040 212) 36,828
Other comprehensive

{expense)/income - - 313 33 - - - - 2537 7,883 - 7.883
Total comprehensive (expensel/

income for the year - - 313 33 - - - — 44577 44923 (212} 44711
Transactions with owners

recorded directly in equity
Issue of shares - 17 - - - - - - - 17 - 17
Equity-settled share-based

payment transactions, - - - - - - - 349 - 349 - 349
Dividends paid - - - - - - - - 6.237)  (6237) - (6,237)
Total contributions by and

distributions to owners - 17 - - - - - 349 6237y (5871) - {5,871)
At 31 May 2022 3,314 73,972 (1.819) 318 21 1,530 1,022 2,029 102,781 183,358 (222) 183,136
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Capital Share-based
Share Share Hedging redemption Marger payment Retained Total Parent
capital premium reserve reserve resarve reserve earnings equity

Company {Note 29) £000 £000 £000 £000 £000 £0D0 £000 £000
AU T Jane 202¢ 3,314 73,955 - 1,530 1,022 1,462 25,212 106,495
Total comprehensive expense for the year
Lass for the year - - - - - - {7771) (7771)
Other comprehensive income/{expense)
Effective portion of changes in fair value

of cash flow hedges - 2 - - - - 2
Total comprehensive income/lexpense)

for the year - - 2 - - (7771 (7,769)
Transactions with owners recorded directly

in 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) (2107
At 31 May 2021 and 1 June 2021 3,314 73,955 2 1,530 1,022 1,680 15116 96,619
Total comprehensive income for the year
Profit for the year - - - - - - 6,379 6,379
Other comprehensive expense
Effective portion of changes in fair vaiue

of cash flow hedges - - )] - - - - (%)
Total comprehensive (expensel/income

for the year - - 93] B - - 6,379 6,377
Transactions with owners recorded directly

in equity
issue of shares - 17 - - - - - 17
Equity-settled share-based payment transactions - - - - - 349 - 349
Dividends paid - - - - - - 6.237) 6.237)
Total contributions by and distributions to owners - 17 - - - 349 6,237) (5,871)
At 31 May 2022 3,314 73,972 - 1,530 1,022 2,029 15,258 97125
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Group and Parent Company Cash Flow Statements

for year ended 31 May 2022

Group Company
Restated*
2022 2021 2022 201
Note £000 £000 £000 £000
Cash flows from operating activities
Profit/{loss) for the year from continuing operations 34,828 16,406 4,379 (7771)
Adjustments for:
Depreciation and impairment of property, plant and equipment
and right-of-use assets 12,13 8,666 6,562 - -
Impairment of goodwill and intangible assets 15 - 4635 - -
Net finance (income)/expense g 53) 1,235 434 1,038
Share of profit in joint ventures (net of tax) 6 {28,200) (17.680) - -
Dividend received from joint ventures 1A - - (3,917) -
Impairment of investment in subsidiaries 6 - - - 9,149
Profit on sale of property, plant and eguipment, investment
property and right-of-use assets 3 (1,298) (3.607) - -
Equity-settled share-based payment expenses 27 349 218 - -
Income tax (credit)/expense 9 (347) 2,032) 32 175
Contributions to defined benefit pension schemes 26 (2,002) 12,039) - -
Translation of non-controlling interest and investments 202 - - -
12,145 3639 928 259
Change in inventories (3.308) 36,841 - -
Change in trade and cther receivables {19,256) 2012 (3,733) 52,559
Change in trade and cther payables* 903 5,545 (14,652) 2501
Change in provisions and employee benefits* 1,000 {1,489) - {1,000)
(8,516) 46,548 (17,457) 56,661
Interest recetved/(paid) 34 {1,194) {434) {1,038)
Income tax paid {44) 127 (365) (3561}
Net cash {outflow)/inflow from operating activities (8,526) 45,227 {18,256) 55,262
Cash flows from investing activities
Proceeds from sale of property, plant and eguipment 801 3,125 - -
Proceeds from sale of investment property 1,407 5,040 - -
Praceeds from sale of right of use assets 78 753 - -
Acquisition of property, plant and equipment {1,479) 2,727) - -
Acquisition of investment property (1,070) (390) - -
Acquisition of right of use assets {163) - - -
Dividends received from joint ventures 3,917 - 3,917 -
Net cash inflow from investing activities in continuing operations 3,491 5,801 3,917 -
Net cash inflow from investing activities in discontinued operations 10 2,000 - 2,000 -
Net cash inflow frem investing activities 5,491 5,801 5917 -
Cash flows from financing activities
Principal elements of lease payments 24 (5,531) 6,085 - -
Dividends paid 29 (6,237) (2,325) (6,237) (2,325)
Repayment of Group banking facilities 24 - {32,000} - (32,000
Net cash outflow from financing activities (11,768) 404100 (6,237) (34.325)
Net (decrease)/increase in cash and cash equivalents (14,803) 10,618 (18,576) 20,937
Cash and cash equivalents at 1 June 28,303 18,469 18,591 (2,348)
Effect of exchange rate fluctuations on cash held 273 814 - -
Cash and cash equivalents at 31 May 23 13,773 28,303 15 18,591

*  Upon review of the pror year accruals balance w was identified that anumber of itlems should have been classified as provisions As such a restaternent has been undertaken dunng the year
Thus has resulted in a restatement of change 1n trade and other payables and change in provisions and employee benehts of £3./23,000 There is no cther impact on the cash flow statement

52

Hargreaves Services plc



1. 2 3. Financial Statements

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 incerporated, domiciled and registered
in England, UK.

The Group financial statements consolidate those of the Company and its subsidiaries (together referred to as the "Group”’} and equity account the
Group'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 Parent Campany financiat statements and the Group financial statements have been prepared and approved by the Directors in accordance
with UK-adopted international accounting standards. In publishing the Parent Company financial statements together with the Group financial
staternents, 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 financial statements. The financial statements are presented in Sterling since this is the currency
in which the majority of the Group’s transactions are denominated.

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

The Group has restated the 31 May 2021 balance sheet and cash flow statement due to a review of the pricr year accruals balance where it was identified
that a number of ftems should have been classified as provisions. As such a restatement has been undertaken during the year. A third baiance sheet has
not been presented as the impact of the restatement is not considered to be qualitatively material to users of the accounts and all balances as at the
opening balance sheet day are disclosed within the relevant notes

Accounting Estimates Involving Judgements

The preparaticn of financial statements requires the Directors to make judgements, estimates and assumpticns that may affect the application

of accounting policies and the reported amounts of assets and liabilities, and income and expenses. The estimates and associated assumptions are
based on historical experience and various other factors that are believed to be reasonable under the circumstances, the results of which form the
basis of making the judgements about Carrying values of assets and liabitities that are not readily apparent from cther 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 Contract Revenue and Assets

IFRS 15, Revenue from Contracts with Customers, applies 1o alt revenue recognition, “Construction Contracts”, insofar as the Group carries out construction
contracts and represents a key area of judgement. Management must assess the performance obligations under each contract and determine the point
at which those abligations have been fulfilled, allocating the transaction price as necessary to each obligation. The estimates and judgements which
management must carry out 10 assess the total expected costs on a contract are also necessary under IFRS 15. The Group has control and review
procedures in place to monitor, and evaluate, regularly, the estimates being made to ensure that they are consistent and appropriate. This includes
reviewing the independent certification of the value of work done, the progress of work against contracted timescales and the costs incurred against
plan. in particular, management makes judgements on the expected recoverability of value recorded in respect of performance obligations which have
been completed but not yet agreed with the customer and on the likelihood of the entitlernent to any variable consideration Certain contracts contain
key performance indicatars which determine the level of fee payable and management estimates performance against these to decide the appropriate
fee level within the range contained in the contract. Differences arising on the ultimate completion of the contract and any unforeseen changes or events
as the contract progresses may result in material changes to expected financiat outcomes. Construction contract revenue in the year ended 31 May 2022
was £379m (2021: £27.8m). When revenue recognised in respect of a customer contract exceeds amounts received or receivable from the customer

a contract asset is recognised At 31 May 2022 this value was £6.8m (2021: £1.7m).

b) Dilapidations Provision
in accardance with IAS 37 "Provisions, Contingent Liabilities and Contingent Assets” the Board makes provisions for liabilities which exist but where
judgements have to be made as to the quantification of such liabilities.

The Group has entered into property leases which in turn have contractual obligations to restore the properties to their condition prior to the commencement
of the lease. The dilapidations provision, which is set out in Note 28, is based on third party assessments ¢f the cost of the work which has been carried
out on behalf of the landlords or internal estimates where appropriate. Currently, the Board has no other evidence as to the ifkely final cost of the
dilapidations work Significant judgements and estimates are involved in making this assessment and the amount and timing of the associated cash
flows. The final cost of the dilapidations works may vary materially from the amaount of the provision. The carrying value of the dilapidations provision

at 31 May 2022 is £2.3m (2021; £0.1m).

c} Contract Provisions

The Group has made provisions against contract assets and for potential contract liabilities which reguire judgements to be made regarding recoverable
amounts and reasonably possible costs which may be incurred, The nature of these ftems, which is set out in Note 28, is such that their timing and
quantum is uncertain and so the Directors have made judgements based upon the facts as they are known at the date of this report The view has been
taken that all of these items could potentially occur within the next 12 months and s a!l of the provisions have been classified as current. The carrying
value of contract provisions at 31 May 2022 is £6 1m (2021: £5.1m).
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Notes
{forming part of the financial statements) continued

1 Accounting Policies continued

Accounting Estimates Involving Judgements continued

d) Post Retirement Employee Benefits

The Group cperates two funded defined benefit schemes and an unfunded concessionary fuel scheme. Independent actuaries calculate the Group's
asset/liability in respect of these schemes, The actuaries make assumptions as Lo discount rates, salary escalations, net interest on scheme assets/liabilities,
future pension increases, mortality rates applicable to members and future rates of inflation. These assumptions are made under the Board's direction
The Board determines the appropriateness of these assumptions by benchmarking them against those used by other schemes and by taking advice from
the independent actuaries If the actual experience of the schemes is different from the assurnptions used, then the pension asset/liability may differ from
that shown in these financial statemeants. More information is given in Note 26 to these financial statements. The impact of the equzlisation of Guaranteed
Minimum Pensions has been assessed © be negligible The net surplus of the defined benefit schemes and the concessionary fuel scheme in the balance
sheet at 31 May 2022 is £7.7m (2021: £0.0m).

€) Measurement of the Recoverable Amounts of Cash-Generating Units ("CGUs"} Containing Goodwill, Property Assets, Investments in
Subsidiaries 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 invoives assumptions on the estimated future operating cash flows fiom these CGUs, the discount rate applied in the calculations and
the comparison of the cash flows to the carrying value of the goodwill These are key areas of judgement and include significant accounting estimates,
Management has assessed the sensitivity of carrying amounts of CGUs containing goodwill to reasonably possible changes in key assumptions. More
information on the assumptions used and the sensitivities applied are set cut in Note 15 to these financial statements, Freehold property assets, including
investment properties and properties held for development and resale are recorded at the lower of cost and net realisable vaiue, 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 recoverability of intra-Group balances on a regular basis. This assessment includes, but is not restricted to, & review
of net assets and future trading opportunities within each Group business.

f) Valuation of Land

Land held for development, including land in the course of development until legal completion of the sale of the asset, is carried at the fower of cost and
net rea'isable value. Investment properties are stated at cost less impairment. Investment properties are not remeasured to falr vafue at each reporting
date, however, a review for impairment is carried out at each reparting date, giving consideration to the fair value of the property. Regular reviews are
carried out to identify any impairment in the value of the land by comparing the total estimated selling prices less estimated selling expenses against
the book cost of the land plus estimated casts to complete. Net realisable value represents the estimated selling price (in the ordinary course of business)
less all estimated costs of completion and cverheads. Valuations of site/phase work in progress are carried out at regular intervals and estimates of the
cost to complete a site/phase and estimates of anticipated revenues are required to enable a development profit to be determined. Management are
required to employ judgement in estimating the profitability of a site/phase and in assessing any impairment provisions which may be required.

Accounting Judgements

g} Treatment of Joint Ventures

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 contral, 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 a surface mine in South Wales. The mine ceased to
operate in 2016 and restoration work is ohgoing. 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 is a material joint venture 1o the Group. HSEL owns 100% of Hargreaves Raw Materials Services GmbH
("HRMS™ which is a key supplier of specialist raw materials to major European customers in the steel, foundry, smelting, ferroalloy, sugar, limestone,
insulation, refractory and ceramic industries, This combined with the Group's historic expertise in production operations, material handling, storage
operations and logistics, marketing and technical support, creates an ideal platform for HRMS to compete in the supply of speciality mineral products

in Europe. HRMS owns 94.9% of DK Recycling und Roheisen GmbH ("DK") a recycler of steel waste materia! and producer of pig iron and zinc. The Group
is entitled 1o 86% of the prafits of HSEL, however the Group does not exert control ever the business. The Group holds 49% of the voting rights in HSEL,
with the remainder being held by the HRMS management team. One of the three Directors is appointed by the Group. The Group does not have the
power to change these arrangements. A shareholder agreement is in place to provide the Group with safeguards designed to protectits 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 orderly wind down Whilst the voting rights demonstrate significant
influence, the Group does not control the operation and therefore the Board accounts for the investment as a joint venture.

Waystone Hargreaves Land LLP {“the Unity Jv") 1s a material joint venture between the Group and a third party. The purpose of this joint venture is to
develop land owned or controlled by each of the parties. The strategic business decisions of the joint venture are taken by the Board of the Unity IV.
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 instruments classified as fair
value through the Statement of Profit and Loss are stated at their fair value.

Impact of Covid-19

The Graup has not seen a significant impact on its trading and results for the year ended 31 May 2022 or 31 May 2021 as a result of Covid-19. The Group
continues to monitor the situation. There has been no impact of Covid-19 on the accounting estimates and judgements.
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Going Concern

The Group's business activities, together with the factors likely 10 affect its future development perfermance and position are set out in the Operating
Review. The financial position of the Group, its cash flows, liquidity position and borrowing facilities are described in the Finandal Review. In addition,
Note 30 to the financial statements includes: the Group's objectives, policies and processes for managing its capital; its financial risk management
objectives; detalls of its financial instruments and hedging activities; and its exposure to credit risk and liguidity risk

The Group's financing is not dependent on bank borrowings, however the Group has access to a £12m invoice discounting facility, which is currently
undrawn and will remain in place until 31 October 2023. Notwithstanding that, a rigorous review of cash flow forecasts including testing for a range
of challenging downside sensitivities has been undertaken. Mitigating strategies to these sensitivities considered by the Board exclude any remedies
which are not entirely within the Group's control. As a result, and after making appropriate enquiries including reviewing budgets and strategic plans,
the Directors have a reascnable 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

Basis of Consolidation

Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity when itis exposed te, or has rights to, variable returns from its involvernent with
the entity and has the zbility to affect those returns through its power over the entity. In assassing control, the Group takes into consideration potential voting
rights that are currently exercisable The acquisition date is the date on which cantrol is transferred to the acquirer. The financial statements of subsidliaries are
included in the consolidated financial statements from the date that contrel commences untii the date that control ceases. Losses applicable to the non-
controlling interests in a subsidiary are allocated to the non-controlling interests even if doing so causes the non-controlling interests 1o have a deficit balance,

Change in Subsidiary Ownership and Loss of Control

Changes In the Group’s Interest in a subsidiary that do not resuftin a loss of control are accounted for as equity transactions, Where the Group loses
control of a subsidiary, the assets znd liabilities are derecognised along with any related non-controlling interest and other components of equity.
Any resulting gain or loss Is recognised in profit or lass. Any interest retained in the former subsidiary is measured at fair value when control is lost.

Apptlication of the Equity Method to Joint Ventures

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

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

Transactions Eliminated on Consolidation

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

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

Foreign Currency

Transactions 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 lfabilities 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-manetary assets and liabilities that are measured in terms 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
Statement except for differences arising on qualifying cashflow hedges which are recognised directly in other comprehensive income.

The assets and liabilities of foreign aperations 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 translation of foreign operations are reported as an item of other comprehensive income and
accumulated in the translation reserve or non-controlling interest, as the case may be. When a foreign operation is disposed of, such that control, joint
control or significant influence is lost, the entire accumulated amount in the translation reserve, net of amounts previcusly attributed to non-cantrolling
interests, is reclassified to profit or loss as part of the gain or loss on disposal. When the Group disposes of only part of its interest in a subsidiary that includes
a forelgn operation while still retaining control, the relevant proportion of the accumulated amount is reattributed to non-controlling interests,

Classification of Financial Instruments Issued by the Group

Financial instruments issued by the Group are treated as equity (ie, forming part of shareholders’ funds) only to the extent that they meet the following

two conditions:

. theyinclude no contractuzl obligations upon the Group to deliver cash or other financial assets or 1o exchange financizl 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 abligation to
deliver a variable number of the Cormpany's own equity instruments or is a derivative that will be settled by the Company 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 financiat liability. Where the instrument so classified takes the tegal

form of the Company’s own shares, the amounts presented in these financial statements for called up share capital and share premium account exclude
amounts In relation to those shares.
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Notes
(forming part of the financial statements) continued

1 Accounting Policies continued

Classification of Financial Instruments Issued by the Group continued

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

Financial Instruments

Financial Assets

The Group classifies financial assets under the following measurement categories:

- Measured at amortised cost (non-derivative financial assets);

+ Measured subsequently at fafr value through either profit or loss or comprehensive income.

Recognition and Derecognition

Regular way purchases and sales of financial assets are recognised on trade date, being the date on which the Group commits to purchase or selt the
asset. Financial assets are derecognised when the rights te receive cash flows from the financial assets have expired or have been transferred and the
Group has transferred substantially all the risks and rewards of ownership.

At initial recognition, the Group measures a financial asset at its fair value plus, in the case of a financia! asset not at fair value through profit or loss (FYPL},
transaction costs that are directly attributatrle 1o the acquisition of the financial asset. Transaction costs of financial assets carried at FVPL are expensed
in profit or foss.

Non-derivative Financial Assets

Non-derivative financial assets inciude trade and other receivables and contract assets, as defined by IFRS 15, Neither of these two categories contain

a significant financing element and, as such, expected credit losses are measured under IFRS 9 using the simplified impairment approach. This approach
requires expected iifetime losses to be recognised upon the initial recognition of the asset.

At initial recognition, the Group measures 2 non-derivative financial asset at ts fair vaiue plus transaction costs that are directly attributable to the
acquisition of the financial asset. The Group subsequeritly measures trade and other receivables and contract raceivabies at amortised cost

Derivative Financial Instruments
The Group uses forward foreign currency contracts to manage its exchange rate risk.

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

Cash Flow Hedges

Where a derivative financial instrument is designated as a hedge of the varfability in cash flows of a highly probable forecast transaction (for example,
interest payments, sales and purchases denominated in foreign currency, sale and purchase of commadities), 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 recognised inthe Consolidated Statement of Comprehensive Income when the hedged item affects profit or fass. 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 criteria are met. Changes in the fair value of any derivative instruments that do not qualify for hedge accounting are recognised immediately in the
Income Staternent as part of financing costs. The Group continues to apply IAS 39 for the purpeses of hedge accounting as permitted under IFRS S.

Non-Financial Assets

The carrying amounts of the Group's non-financial assets, cther than inventories and deferred tax assets, are reviewed at each balance sheet date to
determine whether there is any indication of impairment If any such indication exists, the asset’s recoverable amount is estimated. An impairment lass

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 recegnised in respect of CGUs are allocated first to reduce the carrying amount of any goodwill aliocated to CGUs
and then to reduce the carrying amouryt 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 groups of assets.

Intra-Group Financial Instruments

Where the Company enters into financial guarantee contracts to guarantee the liabilities (including indebtedness) of subsidiary undertakings or joint
ventures, 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 tc make a payment under the guarantee.

Property, Plant and Equipment

Property, plant and equipment is stated at cost less accumulated depreciation and impairment losses. 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.
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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 follows:

Freehold buildings - 2%to4%pa
Leasehold improvernents - 15% pa.

Motor vehicles and plant - 10% 10 33% p.a.
Furniture and equipment - 25% p.a
Fixtures and fittings - 15% p.a.
Mining assets - 0% 1033%pa.

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

Depreciation of right-of-use assets is based on the same categorisation as above using the straight-line method over the shorter of the estimated life
of the asset or the lease term.

Lease Accounting Policy

The Group has refied upon the exemption under IFRS 16 to exclude the impact of low-value leases and ieases that are short-term in nature [defined
as leases with a term of 12 months or less). Costs on these leases are recognised on a straight-line basis as an operating expense within the Income
Statement. All other leases are accounted for in accordance with this policy.

The Group has various lease arrangements for properties (e.g. office buildings and storage facilities), vehicles, and other equipment including plant
and machinery. At the inception of a lease contract, the Group assesses whether the contract conveys the right to control the use of an identified
asset for a certain period of time and whether it obtains substantially alt the economic benefits from the use of that asset, in exchange for consideration.
The Group recognises a leasa liability and a corresponding right-of-use asset with respect to all such lease arrangements in which it is a 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 inital direct costs incurred in addition to an 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 ‘Impairment of Assets’ to determine whether the asset is impaired and to account for any less.

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

The key estimate applied by management relates 1o 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 liahilities. 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 Compzny retains the primary obligation under the original lease, the transaction
is deemed to be a subleese. The Company continues to account for the original lease {the head lease) as a lessee and accounts for the sublease as a lessor
(intermediate lessor). When the head lease s a short-term lease, the sublease is classified as an operating lease. Otherwise, the sublease is classified using
the classification criteria applicable 1o Lessor Accounting in IFRS 16 by reference to the right-of-use asset in the head lease (and not the underlying asset

of the head 'ease}

After classification lessor accounting s applied to the sublease.

Where the Group also acts as lesser and substantially ail the risks and rewards of ownership have passed to the lessee, the Group derecognises the refated
eguipment 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.

Investment Property

Investment properties are properties which are held with the intention to derive value from either rental income or capital appreciaticn, or for both,
investment properties are stated at cost less impairment. Investment properties are not remeasured to fair value at each reporting date, however,

a review for impairment is carried out at each reporting date, giving consideration to the fair value of the property. An impairment is recognised
when the fair value of the property is lower than the book value. Land is not depreciated.

All investment properties within the Group relate to Hargreaves Land.

Business Combinations

Subject ta the transitional refief in 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 acguisition 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 or after 1 June 2010, the Group measures goodwill at the acquisition date as:

+ the fair value of the consideration transferred; plus

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

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

- the net recognised amount (generally fair value) of the identifiable assets acquired and liabilities assumed.
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1 Accounting Palicies continued

Business Combinations continued

Acquisitions on or After 1 June 2010 continued

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

Any contingent consideration payable is recognised at fair value at the acguisition date. If the contingent consideration is classified as equity, it is not
rermeasured, and settlement is accounted for within equity. Otherwise, subsequent changes to the fair value of the contingent consideration are
recognised in profit or toss,

On the acquisition of a business, fair values are attributed to the identifiable assets, liabilities and contingent liabilities acquired, reflecting conditions at
the date of acquisition. Adjustments 1o fair values include those made to bring accounting policies into line with these 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 period in which
the acquisition occurred.

On a transaction-by-transaction basis, the Group elects to measure non-contrelling interests, which have both present ownership interests and are
entitled to a proportionate share of net assets of the acquiree in the event of liquidation, either at its fair value or at Its proportionate interest in the

recognised amourt of the identifiatye net assets of the acquiree at the acquisition date. All other non-controlling interests are measured at their fair
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 capitaiised and is subject to impairment review, both
annually and when there are indications the carrying value may not be recoverable. Negative goodwill arising on an acquisition is recognised
immediataly in profit or loss.

Acquisitions and Disposals of Non-Controlling Interests

Acquisitons and disposals of non-controlling interests that do not result in a change of contro are accounted far as transactions with owners in their
capacity as owners and therefore no goodwil: is recognised as a result of such ransactions. The adjustments to non-controlling interests are based on

a propertionate amount of the net assets of the subsidiary. Any difference between the price paid or received and the amount by which non: contralling
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.

Intangible Assets and Goodwill

Goodwill is stated at cost less any accumulated impairment losses. Goodwill 1s allocated to CGUs and is not amortised but 1s tested annually for
impairment. In respect of equity accounted investees, the carrying amount of goedw tl is included in the carrying amount of the investment in the
investee.

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

Inventories

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

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

Properties Held for Development and Resale

Properties held for development and resate are included within inventories on the basis that their carrying value wilt be recovered principally through
sale in the ordinary course of business, rather than through continuing use witnin the Group. These assets are not available for immediate sale and will

be subject to further development before being available for sale. Froperties held for development and resale are shown in the financial statements at
the lower of cost and net realisable value. Cost represents the acquisition price including legal and other professional costs associated with the acquisition
together with subsequent development costs net of amounts transferred to cost of sales. Net realisable value is the expected net sales proceeds of the
developed property.

Cash and Cash Equivalents
Cash and cash equivalents 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-interest-bearing and are recogrised initially at fair value Subsequent to initial recegnition they are measured at amortised
cost using the effective interest method.

Interest-Bearing Borrowings

Interest-bearing borrowings are recognised initialiy at fair value jess attributable transactions costs Subsequent to initial recognition, interest-bearing
borrowings are stated at amortised cost using the effective interest method.
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Reversals of Impairment

An impairment loss in respect of goodwill s not reversed. In respect of other assets, an impairment loss is 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 ioss is
reversed only to the extent that the asset's carrying amount does not exceed the carrying amount that weuld have been determined, net of depreciation
or amortisation, if no impairment loss had been recognised.

Employee Benefits

Defined Benefit Pension Plans

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

The retirement benefit scheme llabilities are calculated by a gualified actuary using the projected unit method. The concessionary fuel retirement
benefit schemes are unfunded retirement benefits and as such there are no assets in the schemes, The ratirement benefit deficits are recognised in full,
the movernent in the scheme deficits is split between operating charges, finance items and, in other comprehensive income, remeasurement gains
and losses.

The defined benefit pension schemes are funded retirement benefit schemes. Pension scheme assets are measured using market values. Pension scheme
liabilities are measured using a projectad unit method and discounted at the current rate of return on a high-quality corporate bond of equivalent term
and currency to the liability. The pension scheme surplus (to the extent that it is recoverable) or deficitis recognised in full, The movement in the scheme
surplus/deficit is split between operating charges, finance items and, in cther comprehensive income, remeasurement gains and losses.

Defined Contribution Pension Plans

The Group operates a Group defined contribution personal pension scheme, The assets of the scheme are held separately from those of the Group
in an independently administered fund, The amount charged against profits represents the contributions payabie to the scheme in respect of the
financial year. Obligations for contributions to defined contribution pension plans are recognised as an expense in the Income Staternent as incurred.

Share-Based Payment Transactions

The Group operates a share option scheme for certain employees. The fair value of opticns granted is recognised as an employee expense with a corresponding
increase in equity. The fair value is measured at grant date and spread over the period during which the employees became unconditionally entitled

to the options. The fair value of the options granted is measured using an option valuation model, taking into account the terms and 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 to 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, in its individual financial
statemnents, an increase in the cost of investment in its subsidiaries equivalent to the equity-settled share-based payment charge recognised in its
consolidated financial statements with the corresponding credit being recognised directly in equity.

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

Exceptional ltems

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

Revenue

Revenue is recognised when control over 2 product or service is transferred to the Group's customer. The value attributed to revenue is measured based
on the consideration specified in the contract and excludes any amounts collected on behalf of third parties. In circumstances where consideration

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

1o be recovered. Revenue is only recognised 1o the extent that it is highly probable that a significant reversai in a future perlod will not occur. When an
amendment to an existing contract arises, the Group reviews the nature of the modification and whether or not it reflects a separate or new performance
obligation to be satisfied, or whether it is an amendment to an existing performance obligation.

Revenue is measured excluding value added tax, for goods and services supplied to external customers in line with the fulfiiment of contractual
performance obligations. All directly attributable expenses in respect of goods supplied and services provided are recognised in the Income Statement
in the period to which they refate. The Group does nat 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 a censequence, the Group does not adjust its transaction price for the time
value of money

The Group's activities cover a variety of disciplines, therefore, depending on the nature of the product or service delivered and the timing of when controf

is passed onto the customer, the Group will account for revenue both over time and at & point in time. Where revenue is measured over time, the Group
uses the input method to measure progress of delivery
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1 Accounting Policies continued

Sales of Goods

Revenue is recognised at a point in time when delivery of the product has been made and title has passed to the customer Revenue is recognised on
individual sales at a point in time when the conditions above have been met.

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

Services

Revenue is recognised over time as contractual performance obligations are fulfilled. A propertion of sales are subject to long-term contracts, typically

on a cost-pius or similar basls. Typically, these contracts take the form of a continuing performance obligation. The revenue and profit on such contracts is
recognised (and invoiced) using the input method of measuring progress on completion of the performance obligation. Profit is recognised in line with the
recognition of revenue allocating costs to each separate performance obligation as appropriate. Any losses on contracts are recognised in full immadiately.

Construction Contract Revenue

When the outcome of individual contracts can be estimated reliably, contract revenue and costs are recognised as revenue and expenses respectively
over time by reference to the fulfilment of performance obligations using the input method of estimating progress of delivery at the reporting date.
Costs are recognised as incurred, and revenue is recogrised using the input methed. The stage of completion of a contract 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 extent that it |s probable that they will result in revenue and can be measured reliably. Revenue includes an assessment of any variable
consideration which may become receivable based upon relevant performance measures. Variable consideration is included based on the expected
value or most likely amount only to the extent that it is highly probable that there will not be a significant reversal in the amount of cumulative revenue
recognised. Provision is made for all known or expected tosses on contracts as socn as they are foreseen. These provisions are reviewed throughout the
contract life and are adjusted as required. However, the nature of the risks on contracts are such that is often not possible w resolve them until the end
of the contract and therefore the provisions may not reverse until the contract is concluded.

Rental Income
Rental income from property is recognised in the income statement on a straight-line basis over the term of the |ease. Lease incentives granted are
recogrised as an integral part of the total rental income, over the term of the lease

Government Grants

Government grants are recognised at their fair va'ue 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 period necessary to match
them with the costs that they are intended to compensate. The Group received UK Government grants in relation to the Coronavirus Job Retention Scheme.
The Group did not benefit directly from any other forms of UK Government assistance There are no unfulfiled conditions and other contingencies attaching
to the Government assistance that has been recagnised.

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

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

Contract Assets
Contract assets represent 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 attributable margin.

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

Net Finance Costs

Net finance costs comprise interest payable, finance charges on leases and interest receivable on funds invested together with changes in the fair values
of interest rate swaps and foreign currency forward contracts recognised through the profit and 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 asset/liability

Interest income and interest payable is recognised in the Income Staternent 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.
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Taxation
Tax on the profit or loss for the period comprises both current and deferred tax. Tax is recognised in the Income Statement except to the extent that
it relates to items 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 to tax payable in respect of previous years.

Deferred tax is provided on temporary differences betwaen the canrying ameounts 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 settlerent of the carrying
amount of assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet date,

The following termporary differences are not provided for: the initial recognition of goodwill, the initial recognition of assets or liabilities that affect neitner
accounting nor taxable profit other than in a Gusiness 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 recognised 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 recagnised in the Balance Sheet when the Group has a present legal or constructive obligation as a result of a past event, that can

be reliably measured, and where it is probable that an outflow of economic benefits will be reguired 1o settle the obligation. If the affect is material,
provisions are determined by discounting the expected, risk adjusted, future cash flows at a pre-tax risk-free rate, The effect is not deemed material
for any of the Group's provisions,

Restoration and Rehabilitation Costs

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

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

Restoration provisions are measured at the expected value of future cash flows. Significant judgements and estimates are 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 to a constructive obligation.

Restoration provisions are adjusted far changes in estimates, which are accaunted 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 cost is reduced to £nil and the remaining adjustment is recegnised 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 not mandatory for 31 May 2022 reporting 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 current or future reporting perieds and on
foreseeable future transactions.

2 Segmental Information

The faltowing analysis by industry segment is presented in accordance with IFRS 8 on the basis of those segments waose operating results are regularly
reviewed by the Board of Directors {the Chief Operating Decision Maker as defined by IFR5 8) to assess performance and make strategic decisions about
allocation of resources.

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

- Services: Provides materials hantling, mechanical and electrical engineering, land restoration, logistics and bulk earthmoving into the energy,
environmental, infrastructure and industrial sectors.

- Hargreaves Land: The development and realisation of value from the land portfolic including rental income from investment preperties and the
stiare of profit of the Unity jaint venture.

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

- Hargreaves Services Europe (“HSEL"): The Group’s share of its German joint venture, which includes HRMS.

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

Services Hargreaves Land Unallocated HSEL Total

2022 2022 2022 2022 2022

£000 £000 £000 £000 £000
Revenue
Total revenue 163,800 15,100 - - 178,800
Intra-segment revenue (G52} - - - 992)
Revenue from external customers 162,808 15,100 - - 177,908
Operating profit/(loss) (before exceptional items) 8,01 1,211 {4,748) - 4,474
Share of profit in joint ventures (net of tax) - 858 - 27.342 28,200
Net finance (expense)/income [468) 58 463 - 53
Exceptional items 1,754 - - - 1,754
Profit/{loss) before taxation from continuing operations 9,297 2,127 (4,285) 27,332 34,481
Taxation 3,343 (3,546) 550 - 347
Profit/{loss) after taxation 12,640 (1,419) {3,735) 27,342 34,828
Depreciation and impairment charge (8,344) (100) (222) - (8,660)
Capital expenditure (13,507) {1165) (154} - (14,826)
Net assets/{liabilities)
Segment assets 79155 62,505 68,706 - 210386
Segment liabilities (70,104 (739) 8118 - (85,613
Segment net assets 9,051 55,114 60,588 - 124,753
Joint ventures - 4,836 - 53,547 58,383
Total net assets 9,051 59,950 60,588 53,547 183,136

Unallocated net assats of £60.6m include cash and cash equivalents of £13.8m, deferred tax asset of £11.1m, amounts due frem Jointly Controlled Entities
of £29.3m, 2 net pension asset of £77m, deferred tax ltability of £1 89m and other corporate items (£0.6m asset)

Services HargreavesLand Unallocated HSEL Total

2021 2021 2021 2021 2021

£000 £000 £000 £000 £000
Revenue
Total revenue 194,600 11,800 - - 206,400
Intra-segment revenue 11,604) - - - (1,604)
Revenue from external customers 192996 11,800 - - 204,796
Cperating profit/(loss) (before exceptional items and impairment) 5,691 2,530 (4,470 - 4,751
Share of profit in joint ventures (net of tax) - 4,069 - 13,611 17,680
Net finance {expensel/income (1,614) (338 716 - {1,236)
Impairment of intangibles (4,635) - - - 14,635}
Exceptional items (2186) - - - (2,186)
Profit/{loss) before taxation from continuing operations (1,744} 6,261 (3.754) 13,611 14,374
Taxation 591 (14 1,555 - 2032
Praofit/(loss) after taxation (1,153) 5,147 (2.199) 13.611 16,406
Depreciation charge (6,135) (103) (323) - 6.561)
Capital expenditure® (5,011 (1.215) (216) - 16,442)
Net assets/(liabilities)
Segment assets 77900 95,820 54,800 - 188,520
Segment liabilities 60,078) (6,990} (8,343) - (75411
Segment net assets 17822 48,830 46,457 - 113,109
loint ventures - 4,051 - 27136 31,187
Total net assets 17822 52,881 46,457 27136 144,296

*  Upon review of the prior year segmental capital expenditure disclosure it was idenufied that this note only included capital expenditure relating to property, plant, and equipment As such
a restaternent has been undertaken during the year to show total capital expendrtare of praperty, plant, and equipment, nght of use assets and investment properties There is no other impact
on the tinancial statements
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Unallocated net assets of £46.5m include cash and cash equivalents of £28 3m, deferred tax asset of £10.1m, amcunts due from Jointly Controlled Entities

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

The following table analyses revenue by significant category:

2022 2021
£000 £000
Sale of goods 36,123 83,589
Provision of services 103,286 93170
Rental income 609 20
Construction contracts 37,890 27826
177,908 204,796
The timing of revenue recognition is analysed as follows:
Hargreaves
Services Land Total
2022 2022 2022
£000 £000 £000
Over time 74,953 13,857 88,810
Al a point in time 87,855 1,243 89,098
Revenue 162,808 15,100 177,908
Hargreaves
Services Land Total
2021 2021 2021
£000 £000 £000
Over time 77,000 9,565 88,565
At a pointin time 1159% 2,235 118,231
Revenue 192,986 11,800 204,796
Geographical Information 2022 2021
Non-current Mon-current
Revenua assets Revenue assets
£000 £000 £000 £000
UK 150,498 128,041 142,295 83,737
Europe 2,427 - 34971 -
Hong Kong 22,436 224 25,387 445
Other overseas 2,547 909 2,143 13
177,508 129,174 204,796 84,185
3 Other Operating Income/(Expense) 2022 2021
£000 £000
Profit on disposal of property, plant and equipment 308 860
Profit on disposal of investment property 990 3041
Loss on disposal of right-of-use assets - (234
Profit on disposal of subsidiary undertakings - 154
Total other operating income 1,298 3821
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4 Expenses and Auditors’ Remuneration
The following items have been charged to the Statement of Profit and Loss;

2022 2021
£000 £000
Impairment of goodwill and cther intangibles - 4635
Impairment of property, plant and equipment owned 1,531 -
Depreciation of property, plant and egdipment owned 2,513 2604
Depreciation of right-of-use assets 4,622 3493
Denpreciation of mining assets and mineral reserves - 465
Interest payable on right-of-use leases 537 577
Expense relating to short-term |eases 4,191 2,845
Expense relating to leases of low-value assets that are not shown above as short-term 1,287 B76
Auditors’ Remuneration: 2022 2021
£000 £000
Audit of these financial statements 91 116
Amaunts receivable by the Company’s auditor and its associates in respect of:
Audit of financial statements of subsidiaries of the Company 252 289
Audit of financial statements of joint ventures of the Company 222 166
Taxation compliance services 7 -
Other assurance services 9 25
5 Exceptional ltems
The Group incurred one exceptional item in each year as follows. 2022 2011
£000 £000
Exceptional item in Cost of sales
Losses on legacy contracts in C A Blackwelt (Contracts) Limited - (2,186}
Total exceptional item in Cost of sales - {2,188)
Exceptional item in Administrative expenses
Release of accrual relating to a liability from the year ended 31 May 2013 1,754 -
Total exceptional item in Administrative expenses 1,754 -
Total 1,754 (2.186)

In the year ending 31 May 2022, an aged accrual dating from the year ended 31 May 2015 totalling £1,754,000 was released as the potential for payment
had lapsed due to time.

In the year ending 31 May 2021, further fosses were recognised on the legacy contracts within CA. Blackwelt {Contracts) Limited resulting in costs
of £2,185,000.

6 Staff Numbers and Costs
The average number of persons employed by the Group In continuing operations (including Directors) during the year, analysed by category, was

as follows:
as follows: Number of employees Group

2022 2021

Directors and senior management 17 19
Administration 234 216
Production 979 1,032
1,230 1,267
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The aggregate payroll costs of these persons were as follows:

Group

2022 2021
£000 £000
Wages and salaries 48,756 51,819
Share-based payments (see Note 27) 349 218
Social security costs 3,834 3963
Contributions to defined contribution pension scheme (see Note 26) 1,696 213
Expenses of defined benefit pension schemes (see Note 26) n 141
54,976 58,254

The Company has no employees (2021: nil).
7 Directors’ Remuneration 2022 2001
£000 £000
Directors’ emoluments 3,034 2,183
Emoluments in lieu of Company pensian contributions 205 205
3,239 2388

The aggregate of emoluments and amounts receivable under long-term incentive schemes of the highest paid Director was £1,152,000 (2021: £997,000),
and £118,000 (2021: £118,000) was paid In lieu of Company pension contributions.

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

Number of Directors

2022 2021

The number of Directors who exercised share options was 3 -
The number of Directors in respect of whose services shares were received or receivable

under long-term incentive schemes was 4 4

One Director holds rights ta subscribe for 28,704 snares in the Group as a result of options which have vested but have not yet been exercised (2021: nil).
Al of the Directors benefited from qualifying third-party indemnity provisions.

8 Finance Income and Expense
Recognised in Profit or Loss

2022 2021

£000 £000
Finance income
Bank interest receivable 94 114
carly settlement discount 179 228
Foreign exchange gain - 96
Interest received from jointly controlled entities 531 208
Interest on defined benefit pensicn scheme obligation (see Note 26) 19 -
Total finance income 823 645
Finance expense
Total interest expense on financial lizbilities measured at amortised cost 26 1,263
Interest payable on leases 537 577
Foreign exchange loss 207 -
Interest on defined benefit pension scheme obligation (see Note 26) - 42
Total finance expense 770 1,882
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9 Taxation

Recognised in the Income Statement 2022 200
£000 £000

Current tax

Current year 212 57

Adjustments for prior years (4) 8

Current tax expense 208 65

Deferred tax

Origination and reversal of temporary timing differences 1,542 764

Impact of increase in tax rate - (2.736)

Adjustments for prior years (2,097) (125)

Deferred tax credit [555) (2,097

Tax credit in Income Statement (excluding share of tax of equity accounted investees) (347) (2,032)

The deferred tax adjustment in respect of prior years of £2,097,000 relates to losses assumed to be utilised in the previous year, which were ultimately retained.

Recognised in Other Comprehensive Income

2022 202
£000 £000
Deferred tax expense
Effective portion of changes in fair value of cash flow hedges (8) (25)
Remeasurements of defined benefit pension schemes (1,488) (319)
{1,496) (349)
Reconciliation of Effective Tax Rate 2022 202
£000 £000
Profit for the year from continuing cperations 34,828 16,406
Total tax credit (347) (2,032
Profit before taxation from continuing cperations 34,4m1 14,374
Tax using the UK corporation tax rate of 19.00% (2021: 19.00%) 6,551 2,731
Effect of tax rates in foreign jurisdictions 37 (143)
Tax effect of joint ventures (5,194) (2,586)
Previausly unrecagnised tax losses 136 92
Non-deductible expenses 407 894
Impact of change in tax rates - (2,736)
Other temporary lrading differences (183) 17
Adjustment in respect of previous periods (2,101) 117
Effactive total tax credit (347) (2,032

The UK corporation tax rate has been 19.00% for the duration of the financial year (2021 15.00%)
Factors That May Affect Future Current and Total Tax Charges

Following the March 2021 budget, the corporate tax rate will increase from 19% to 25% with effect from 1 April 2023. The deferred tax balances at 31 May 2022
and 31 May 2021 have been calculated based on the rate substantively enacted at the balance sheet date of 25%.

66 Hargreaves Services plc



10 Discontinued Operations
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All discontinued operation results are attributable to equity holders, The Group’s discontinued operations made a profit of £2,000,000 (2021: £nif) after tax

during the year,

The profit from discontinued operations represents the contingent consideration received following the disposal of Brockwell Energy Limited (Brockwel”),
The Company disposed of the whale of its sharehotding in Brockwell on 19 October 2018 with contingent consideration of £2m which was received in

the year ending 31 May 2022. There are no remaining balances relating to this matter.

2022 2071
£000 £000
Proceeds from disposal of subsidiary 2,000 -
Profit before tax of discontinued operations 2,000 -
Current tax charge - _
Profit for the year from discontinued operations 2,000 -
11 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,
2022 2021
Earnings EPS DEPS Earnings EPS DEPS
£000 Pence Pence £000 Pence Pence
Underlying earnings per share from
continuing operations 33,407 103.23 100.18 22,832 70.66 68 64
Exceptional items, fair vaiue adjustments
and impairment (net of tax) 1,421 4,39 4.26 (6,406) (19.82) (19.26)
Continuing basic earnings per share 34,828 107.62 104.44 16,426 5084 49.38
Discontinued operations 2,000 6.18 6.00 - - -
Basic earnings per share 36,828 113.80 110.44 16,426 50.84 4938
Weighted average number of shares 32,362 33,347 32312 33,262

The calculation of weighted average number of shares includes the effect of own shares held of 611,118 (2021: 827,150

The calcutation of di:uted earnings per share ("DEPS™) 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 985,056 (2021: 950,750);
effect of basic earnings per ordinary share in the current year s 3.36p (2021: 1.46p). Effect on underlying earnings per crdinary share is 3.05p (2021: 2.02p).
Effect on discontinued operations per ordinary share for 2022 is 0.18p (2021: nil}.
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12 Property, Plant and Equipment

Group Freehold land
and buiidings Motor
and leasehald Furniture and vehicles Fixtures Mining Mineral
improvements equipment and plant  and fittings assels reserves Total
£000 £000 £000 £000 £000 £000 £000
Cost
AL T June 2020 1,797 4,751 29916 453 14,208 2,335 63,460
Acquisitions 69 283 3,242 26 - - 3,620
Disposals (28) {736) {9,207) (12) (14,208) (2,335) (26,5286)
Transfers - 62 - 62) - - -
Effect of movements in foreign exchange 2) 25) 94 (3) - - 64
At 31 May 2021 11,836 4335 24,045 402 - - 40,618
AL T June 2021 11,836 4,335 24,045 402 - - 40,018
Acquisiticns - 168 1,307 4 - E 1,479
Disposals (494) 936) 1,864 - - - {3,294
Transfers to right-of-use assets and investment
properties (38 - 811) - - - (849)
Effect of movements in foreign exchange - 14 107 4 ~ - 125
At 31 May 2022 11,304 3,581 22,784 410 - - 38,079
Accumulated depreciation and impairment
AT June 2020 4942 4,317 22,137 425 13,743 2335 47,899
Depreciation 303 312 1578 n 465 - 3,069
Disposals 02) (708) (6,998) - (14,208} (2335 (24.261)
Transfers - 62 - (62 - - -
Effect of movements in foreign exchange - (12) 119 3] - - 105
At 31 May 2021 5233 3971 17,236 372 - - 26,812
AT June 2021 5233 3971 17,236 372 - - 26,812
Depreciation 453 206 1,844 10 B - 2,513
Impairment 356 - 1175 - - - 1,531
Disposals 88) (536) 0,762) - - - (2.786)
Transfers to right-of-use assets (1 - - - - - 1)
Effect of movements in foreign exchange 3 29 58 2 - - 82
At 31 May 2022 5,940 3,270 18,551 380 - - 28,11
Net book value
AL June 2020 6,855 434 7779 28 465 - 15,561
At 31 May 2021 6,503 364 6,809 30 - - 13,806
At 31 May 2022 5,364 amn 4,233 30 - - 9,938

The Company has no property, plant and equipment.
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13 Right-of-Use Assets
Group Land and Motor vehicles

buildings and plant Total

£000 £000 £000

Cost
At 1 June 2020 1./1 24,134 25,845
Additions 1199 1,233 2432
Disposals (48) (3.308) (3,356)
Effect of movements in foreign exchange 22) 8) (30
AL 31 May 2021 2540 22,051 24,891
At 1 June 2021 2,840 22,051 24,801
Additions 497 1,779 12,276
Disposals (131 {(3152) {3,283)
Transfer frorm fixed assets - 811 an
Effect of movements in foreign exchange 1) 34} {45)
At 31 May 2022 3,195 31,455 34,650
Accumulated depreciation and impairment
At 1 June 2020 1,250 8,750 10,600
Depreciation 494 2,999 3,493
Disposals 48 12,321 (2,369)
Effect of movements in foreign exchange (7} 3] 19
AL 31 May 2021 1,689 9,426 11,115
At} June 2021 1,689 9.426 115
Depreciation 602 4,020 4,622
Disposals (131 (3,063 (3,194)
Transfer from fixed assets E 1 11
Effect of movements in foreign exchange 24 10 34
At 31 May 2022 2,184 10,404 12,588
Net book value
At 1 June 2020 461 15,384 15,845
Al 31 May 2021 1,151 12,625 13,776
At 31 May 2022 1,011 21,051 22,062
The Group leases various offices, warehouses, stares, equipment and vehicles,
The Company has no right-of-use assets.
Security
The Group's ROU assets are used to secure some of its interest-bearing leans and borrowings (see Note 24).
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14 Investment Property

Group Company
2022 2021 2022 2021
£000 £000 £000 £000
At 31 May 7,607 9216 - -
Additions 1,070 390 - -
Disposals (417} 11959) - -
Transfer from fixed assets 33 - - -
At 31 May 8,298 7607 - -

The fair value of the Investment Properties is estimated by the Directors at £14,128000 (2021: £13,404,000). The increase in the estimated fair value is due
10 the net additions made in the year,

15 Intangible Assets Including Geodwill
Group

Customer
Goodwill contracts Total Cost
£000 £000 £000
Cost
AT 1 June 2020 22,040 1,347 23,387
Disposals (3,726) - (3,726)
Foreign exchange - 57 57
At 31 May 2021 18,314 1,404 19,718
At 1 June 2021 18314 1,404 19,718
Disposals - (1,404 (1,404)
At 31 May 2022 18314 - 18,314
Accumulated amortisation and impairment
At 1 June 2020 12,622 1,347 13569
lmpairment 4,635 - 4,635
Disposals (3,726) - (3,726)
Exchange movements 4 57 16
Af 31 May 2021 13,490 1,404 14,894
At 1 June 2021 13,490 1404 14,864
Disposals - (1,404) 11,404)
At 31 May 2022 13,490 - 13,490
Net book value
AT 31 May 2020 9,418 - 5,418
At 31 May 2021 4,824 - 4,824
At 31 May 2022 4,824 - 4,824
The customer contract included within Intangible Assets came to an end during the year.
The Group does not have any Internally generated intangible assets.
impairment Charge
In the year ended 31 May 2021, the impairment charge is recognised in the following line item in the 'ncome Statement:
2022 2021
£000 £000
Administrative expenses - 4,635

The Company has no intangible assets (2021: £nit).
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Impairment Testing
The remaining goodwill has been allocated to Cash-Generating Units or groups of CGUs as foilows:

Goodwill
2022 2021
£000 £000
Hargreaves Industrial Services Limited 1,252 1,252
Specialist Earthworks 3,572 3,572
4,824 4,824

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:

Hargreaves Industrial Services Limited: 2022 2021
Period on which management approved forecasts are based 5 years 5 years
Discount rate 10.5% 12%
Specialist Earthworks: 2022 2021
Period on which management approved forecasts are based 10 years 10 years
Discount rate 10.5% 12%

In order 1o test goodwill for impairment the Group pearforms value in use calculations by preparing cash flow forecasts for each CGU derived from the
most recent financial budget 2nd strategic plan approved by management going forward five years, with the exception of Specialist Earthworks which 1s
based on a 10 year financial budget due to the nature of the business. An annual growth rate of 2% has been assumed after the relevant forecast period.
The Board considers that the assumptions of growth provide management with a conservative estimate against which to compare the corresponding
CGU carrying values. Sustaining maintenance capital expenditure in each CGU has been included in the calculations but no cash flows relating to
enhancement capital expenditure have been included. A post-tax discount rate of 10.5% (2021: 12%) has been used in the firstinstance The decrease in
the discount rate is due to a change in the Group's weighting of debt to equity Following the repayment of the Group’s previous main banking facilities
in the year ended 31 May 2021, there has been a decrease in the Group's cost of debt.

In the year ended 31 May 2021, management identified an impairment within the Coal 4 £nergy Limited/Maxibrite goodwill and recognised a reduction
of £4,635,000. Of this, £3,035,000 relates to the sale of the coal activities to HRMS, with £1,600,000 relating to the Maxibrite business.

For the year ended 31 May 2022, each of the other CGUs has substantial headroom under the annual impairment review, which remains after allowing
for reascnably possible changes in assumptions

Cther than changes to the discount rate, the key assumption which would impact the carrying value of goadwill is the margin generated by each CGU.
whilst the sensitivities vary according to CGU, for a material impairment to take place the discount rate would have to Increzse to 30% (2021: 26%) or the
assumed operating margins would have to decrease by more than 35% (2021: 20%) before any further impact on any single CGU.

The Company has no intangible assets.

16 Investments in Subsidiaries and Joint Ventures
List of Registered Offices:

16.1 West Terrace, Esh Winning, Durham, DH7 9PT

16.2 Tower Colliery, Tirherbert Road, Rhigos, Aberdare, CF44 9UF

163 Boningerstrafe 29, 47051 Duisburg, Germany

164 Lange Lozanastraat, 142 bus 2, 2018 Antwerp, Belgium

165 31F, Tower Two, Times Sguare, 1 Matheson Street, Causeway Bay, HK

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

16.7 Flat No 333, 3rd Floor, Devika Tower, 6 Nehru Place, Cethi-110019, India

16.8 3 Nobel Sculavard, Cape Gate NE3, Vanderbijlpark, Gauteng, 1500

169 Lot 6,05, Level 6, 8 First Avenue, Bandar Utama, 47800 Petaling Jaya, Selangor Darul Ensan, Malaysia
16.10 Roomn 1117-8, 11th Floor, Tuen Mun Central Square, N0.22 Hoi Wing Road, Tuen Mun, New Territories, HK
161 Cp House, Otterspool Way, Watford, Hertfordshire, WD25 8))

1612 Werthausser Str. 182, 47053 Duisburg, Germany

16.13 Suite 2, Park House Earls Colne Business Park, Earls Colne, Colchester, Essex, CO6 2NS
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16 Investments in Subsidiaries and Joint Ventures continued
The Group and Company have the following investments in subsidiaries and joint ventures at the end of the year.

Ownership

Address of registered office  Class of shares held 2022 200
Company
Subsidiary undertakings
Hargreaves (LK) Limited 161 Ordinary 100% 100%
Hargreaves Industrial Services Limited 16.1 Ordinary 100% 100%
Forward Sound Limited* 16.1 Ordinary 100% 100%
Hargreaves Services (HK) Limited 16.6 Ordinary 100% 100%
Hargreaves Land Limited 16.1 Ordinary 100% 100%
H Technical Resources Limited* 16.1 Ordinary 100% 100%
Hargreaves Maltby Limited* 6.1 Ordinary 100% 100%
Hargreaves Property Ventures Limited 6.1 Ordinary 100% 100%
Hargreaves Services (Westfield) Limited* 16.1 Ordinary 100% 100%
Hargreaves Services (Castlebridge) Limited* 16.1 Ordinary 100% 100%
Hargreaves Services (Blindwells) Limited 161 Ordinary 100% 100%
Hargreaves Services Forestry Limited* 16.1 Ordinary 100% 100%
Hargreaves Services South Africa (Pty) Ltd 16.8 Ordinary 100% 100%
Hargreaves Mining India Private Limited 6.7 Ordinary 100% 100%
C.A. Blackweil Group Limited* 16.1 Ordinary 100% 100%
Hargreaves Industrial Services Sdn Bhd 169 Ordinary 100% 100%
Hargreaves Pension Company Limited 16.1 Ordinary 100% 100%
Hargreaves Land Holdings Limited* 8.1 Ordinary 100% 100%
Blackwell Earthmoving Limited 1613 Ordinary 100% 100%
Dormant
Coal 4 Energy Limited*® 16.1 Ordinary 100% 100%
Hargreaves Carbon Products Eurepe Limited* 161 Ordinary 100% 100%
Hargreaves Services Wind Farm (Damside) Limited* 16.1 Ordinary 100% 100%
Hargreaves Services Wind Farm {Broken Cross) Limited* 161 Ordinary 100% 100%
Hargreaves Services Wind Farm (Glentaggart) Limited™ 161 Ordinary 100% 100%
Hargreaves Services Wind Farm (House of Water) Limited* 164 Ordinary 100% 100%
Hargreaves Services Wind Farm (Chalmerston) Limited*® 161 Ordinary 100% 100%
Hargreaves Corporate Director Limited*® 16 QOrdinary 100% 100%
Hargreaves Services (Muir Dean) Limited* 161 Ordinary 100% 100%
Hargreaves Industrial Products Limited* 16.1 Ordinary 100% 100%
HBLT Limited* 16.1 Ordinary 100% 100%
R Hanscn & Son Limited* 161 Ordinary 100% 100%
HESOTT Limited™® 161 Ordinary 100% 100%
HS Australia Limited*® 161 Ordinary 100% 100%
H Europe Limited* 161 Ordinary 100% 100%
Joint ventures
Mir Trade Services Limited* 161 Ordinary 50% 50%
Hargreaves Services Europe Limited 16.1 Qrdinary 49% 4%%
Group
Subsidiary undertakings
Hargreaves (UK) Services Limited 161 Ordinary 100% 100%
The Monckton Coke & Chemical
Company Limited ® 16. Crdinary 100% 100%
Maltby Colliery Limited* 16.1 Ordinary 100% 100%
HE Contracts Limited* 16.1 Crdinary 100% 100%
Maxibrite Limited 161 Crdinary 85.2% 85.2%
RocPower Limited * 16.1 Crdinary 85% 85%
Hargreaves Carbon Products NV 164 Crdinary 100% 100%
Hargreaves Industrial Services (HK) Limited 165 Ordinary 100% 100%
Access Services (HK) Limited 1610 Ordinary 100% 100%
OCCW (St Ninians) Limited * 16.1 Ordinary 100% 100%
QCCW (Buncanziemere) Limited * 161 Ordinary 100% 100%
QCCW (Chalmersten) Limited * 161 Ordinary 100% 100%
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Ownership

Address of registered office  Class of shares held 2022 2021
OCCW (Netherton) Limited * 16.1 Ordinary 100% 100%
OCCW (Damside) Limited * 6.1 Ordinary 100% 100%
OCCW (Broken Cross) Limited * 6.1 Ordinary 100% 100%
CCCW (House of Water) Limited * 16.1 Ordinary 100% 100%
C. A Blackwell (Contracts) Limited 161 Ordinary 100% 100%
Geofirma Soils Engineering Limited * 16.1 Ordinary 100% 100%
Renaissance Land Regeneration Limited * 6.1 Ordinary 100% 100%
Hargreaves Land (North) Limited” 161 Ordinary 100% 100%
Hargreaves Land (South) Limfted* 16.1 Ordinary 100% 100%
Hargreaves Power Services (HK) Limited 16.10 Ordinary 100% 100%
Joint ventures
Tower Regeneration Limited 16.2 Ordinary 50% 50%
Tower Regeneration Leasing Limited 16.2 Ordinary 50% 50%
Hargreaves Raw Material Services GmbH 16.3 Ordinary 49% 49%
Hargreaves Carbon Products Polska Sp.z c.0. 16.6 Ordinary 49% 49%
Carbon Action Ltd 16.1 Ordinary 50% 50%
Hargreaves Darlington Limited 16.1 Ordinary 50% 50%
Waystone Hargreaves Land LLP 8.1 Ordinary 50% 50%
DK Recycling und Roheisen GmbH 16.12 Ordinary 47% 47%
Hargreaves-EWT Industrieservices GmbH 1612 Ordinary 25% 25%
Dormant companies
Metallurgical Supplies Limited™ 16.1 Ordinary 100% 100%
Tru-Green Limited* 16.1 Ordinary 100% 100%
Eastgate Materials Hand'ing Limited* 16.1 Ordinary 100% 100%
Hargreaves Regeneration Limited*® 16.1 Ordinary 100% 100%
Drakelands Holdings Limited* 16.] Ordinary 100% 100%
Renaissance Land Management Limited* 16.1 Ordinary - 100% 100%
S17EPA Limited® 16.1 Ordinary 100% 100%
RocFuel Limited* 161 Ordinary 50.1% 501%
R&A Fuels Limited* 161 Oddinary 100% 100%
Squire Distribution Services Limited® 16,1 Ordinary 100% 100%
Har Transport Limited* 167 Ordinary 100% 100%
HS Transport Services Limited* 161 Ordinary 100% 100%
DWL Engineering Services Limited* 161 Crdinary 100% 100%
Premier Lime and Stone Company™ 161 Ordinary 100% 100%
C.A Blackweli {Plant) Limiteg* 161 Ordinary 100% 100%
HBR Limited* 16.1 Crdinary 100% 100%

“These UK subsidiaries are exempt from audit by wirtue of 4794 of the Companies Act 2006

Tower Regeneration Leasing Limitad is 3 100% owned subsidiary of Tower Regeneration Limited. Hargreaves Raw Material Services GmbH and Hargreaves
Carbon Products Polska Sp. z 0.0. are both 100% owned subsidiaries of Hargreaves Services Furope Limited. DK Recycling und Roheisen GmbH is a 94.9%
owned subsidiary of Hargreaves Raw Materials Services GmbH. Hargreaves-EWT Industrieservices GmbH is 50% owned by Hargreaves Raw Materials

Services GmbH.

The Group's share of post-acquisition total recognised profit or loss In the above Jointly controlied entities for the year ended 31 May 2022 was a profit

of £28,200,000 (2021: £17,680,000).

In the year ended 31 May 2021, the Group sold 100% of its shares in Hargreaves Hatfield Limited for total consideration of £154,000.
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16 Investments in Subsidiaries and Joint Ventures continued
Joint Ventures
Carrying amount of equity accounted investees:

Tower Hargreaves Waystone Interests in

Regeneration Services Europe  Hargreaves Land immaterial joint
Limited Limited LLP ventures Total
Group £000 £000 £000 £000 £000
AL 1 June 2020 - 14,109 a7 1 14,093
Group's share of profit in joint ventures (net of tax) - 13,611 4,069 - 17630
Exchange differences - (582) - (4} (586)
At 31 May 2021 - 27138 4052 3 31,187

Tower Hargreaves Waystone Interestsin

Regeneration  Services Europe Hargreavesland  immaterial joint
Limited Limited LLP ventures Total
Group £000 £000 £000 £000 £000
AT 1 June 2021 - 27138 4,052 3 31,187
Group's share of profit in joint ventures (net of tax) - 27342 858 - 28,200
Group's share of other comprehensive income - 3,070 - - 3,070
Dividends received - (3.917) - - (3517
Exchange differences - (88) - 7N (157)
At 31 May 2022 - 53,547 4,910 {74) 58,383

The Group recognised £3,070,000 other comprehensive income which relates to the Group's share of the gain on the HSEL defined benefit pension scherme.

Tower Hargreaves Waystone Interestsin

Regeneration Sarvices Europe  Hargreavesland  immaterial joint
Limited Limited LLP ventures Total
Group £000 £000 £000 £000 £000
Hargreaves share of net assets/(liabilities) (5,849) 29,698 4,052 3) 27,898
Amount not recognised 5849 - - - 5,849
Non-distributable reserves - {2,560) - - (2,550)
Investment at 31 May 2021 - 27138 4,052 3 31,187

Tower Hargreaves Waystone Interests in

Regeneration Services Europe  Hargreaves Land immaterial joint
Limited Limited LLP ventures Total
Group £000 £000 EO0O £000 £000
Hargreaves share of net assets/{liabilities) (6,924) 36,679 4910 (74) 54,591
Amount not recognised 6,924 - - - 6,924
Neon-distributable reserves - (3132) - - (3132
Investment at 31 May 2022 - 53,547 4,910 (74) 58,383
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The figures below are prepared under IFRS, all numbers are presented in £000s.

Tower Regeneration Limited Waystone Hargreaves Land LLP Hargreaves Services Europe Limited
Atcost 2022 2020 2022 2021 2022 2021
Voting rights 50% 50% 50% 50% 49% 49%
Cash and cash equivalents 45 136 530 15,606 5,898 468
Other current assets 186 3,056 15,181 9167 217,805 104,860
Total current assets 23 3,192 15,7711 24773 223,703 105328
Nam-vunenl assels 3,965 LI - - 51,699 48,732
Current fiabilities (21,882) (20,874 {5,892) (16,670 (155,257) 163.617)
Nan-current liabilities (2,098) 13 - - {54,229) (55.01)
Net (liabilities)/assets (100%) (19,784) (16,712 9,819 8103 65,916 34,532
Revenue* - 52 13,805 26,932 591,604 294487
Other expenses® (1,282) (906) {12,089 (18,795) (533,252) (267,085)
Depreciation and amortisation - - - - (3,908) (3,868)
Interest income 1 - - - 64 73
Interest expense (1,296) (1,102 - - (2,173) (2,338
(Loss)/prefit before tax (2,577) (1.946) 1,716 8,137 52,335 21,270
Income tax expense - 63 - - (19,880) 4,878}
Post tax (lossyprofit (100%) (2,577) (1,883) 1,716 8,137 32,455 16,392

*Revenue and Other expenses for HSEL have peen restated for the comparative penod to correct an errar, Effect 1s to reduce Revenue and Other Expenses by £.26,808,000 each.

The total financial liabilities included in current liabilities Is;

Tower Regeneration Limited £nil (2021: £nil);

Waystone Hargreaves Land LLP £nil (2021: £nil),

Hargreaves Services Europe Limited £54,757,000 (2021; £55,676,000) representing its borrawing base facility and term loans.

Included within current liabilities above and disclosed in Note 33 Related Parties are loans totalling £26.0m (2021: £11.2m) due from HRMS to Hargreaves
Services ple, of which £12m was repaid post year end on 1 July 2022, Interest on the loans is currently charged at a rate of 2.2% being 1.7% over UK base rate.

Waystone Hargreaves Land LLP includes an amount of £439,000 (2021: £5,582,000) payable to Hargreaves Land North Limited, a wholly owned subsidiary.
This loan is repayable on demand Tower Regeneration Limited includes an amount of £12,716,000 (2021: £10,984,000) within current liabilities, which is
due tc Forward Sound Limited, a wholly owned subsidiary undertaking.

The Group also has a non-material interest in the following companies: Tower Regeneration Leasing Limited, MIR Trade Services Limited, Carbon Action
Limited and Hargreaves Darlington Limited.

Group

undertakings Joint ventures
Company £000 £000
Shares at cost and net book vaiue
At 1 June 2020 29940 4984
Capital contribution arising on share opticns (Note 27) 218 -
Impairment (9.149) -
At 31 May 2021 21,009 4,984
At 1 June 2021 21,009 4,984
Capital contribution arising on share options (Note 27) 349 _
Investment in Blackwell Earthmoving Limited 10000 -
At 31 May 2022 31,358 4,984

The capital 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 ended 31 May 2021 and the cessation of all material coal related revenue activities, the parent company impaired

its investrnent in Coat 4 Energy Limited in the prior year by £9,143000. On 26 Octeber 2021, Blackwell Earthmoving Limited issued 10,000,000 ordinary
shares of £1 each to Hargreaves Services plc, its parent company. The consideration was satisfied by converting £10m of loan due by Blackwell Earthmoving
Limited to Hargreaves Services plc.
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17 Other Financial Assets

Group Company
2022 2021 2022 2021
£000 £000 £000 £000
Current
Currency contracts designated as fair value through profit or loss - 2 - 2
18 Other Financial Liabilities
Group Company
2022 2021 2022 2021
£000 £000 £000 £000
Current
Currency contracts designated as fair value through hedging reserve - 43 - -
19 Deferred Tax Assets and Liabilities
Group
Recognised Deferred Tax Assets and Liabilities
Deferred rax assets and liakilities are attributable to the following: -
Assets Liabilities
2022 2021 2022 2021
£000 £000 £000 £000
Praperty, plant and equipment 3,951 2,245 - -
Financial assets - 8 - _
Ernployee benefits - (m (1,920) -
Share-based payments 280 94 - -
Tax value of loss carry-forwards recognised 6,777 7488 - -
Other temporary timing differences 55 250 - -
Tax assets 11,063 10,084 (1,920) -
Mavement in Deferred Tax During the Year - Lo
Recognised in Recognised in
31 May 2021 income equity 31 May 2022
£000 £000 £000 £000
Property, plant and equipment 2,245 1,706 - 3,951
Financial assets B - (8) -
Employee benefits [11) (421) (1,488) (1,920)
Share-based payments 924 186 - 280
Tax value of lass carry-forwards recognised 7,488 (711) - 6,777
Other temporary timing differences 260 (205) - 55
Total 10,084 555 (1,4986) 9,143
Deferred tax due in less than one year 2,502
Deferred tax due In mere than one year 6,241
Movement in Deferred Tax During the Prior Year . -
Recognised in Recognised in
31 May 2020 income aquity 31 May 2021
£000 £000 £000 £000
Property, plant and equipment 3517 (1,272 - 2,245
Financial assets 33 - (25 8
Employee benefits 715 (407) (319) {1
Share-based payments 48 46 - 94
Tax value of loss carry-forwards recognised 3723 3,765 - 7,488
Other temporary timing differences 295 (35) - 260
Tetal 8331 2,067 (344) 10,084
Deferred tax due in less than one year 1,329
Deferred tax due in more than one year 8,755

The Group has an unrecognised deferred tax asset of £1,798,000 relating to trading losses (2021: £1,550,000).
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Company

Recognised Deferred Tax Assets and Liabilities

The Company has a deferred tax asset of £7.000 relating to the tax value of loss carry-forwards recognised (2021 £nil).

The deferred tax assel has been calculated based at the rate of 25% (2021: 25%) substantively enacted at the balance sheet date.

20 Inventories

Group Company
2022 201 2022 2071
£000 £000 £000 £000
Raw materials and consumables 866 1,245 -
Tinished guods 328 1,008 - -
Properties held for development and resale 29,282 245815 - -
30,476 27168 - -

All amounts included within raw materials and finished goods are expected to be recovered within 12 months.

Changes in raw materials and consumables and finished goods recognised as cost of sales in the year amounted to £38,271,000 (2021: £52,720,000)
This reduction Is due tG the Group's cessation of coal related activities in the year ended 31 May 2021.

The write-down of inventories to net realisable value was £nil (2021: £nil)
There were no reversals of previous write-downs in either the current or prior year.

21 Trade and Other Receivables

Group Company

2022 2021 2022 2021

£000 £000 £000 £000

Trade receivables 30,843 26,832 - -

Amounts due from Graup undertakings - - 54,856 66,493
Amounts due from undertakings in which the Group/Company has z participating

interest 39,992 34,096 26,509 1,470

Other receivables 7,426 573 47 17

Prepayments and accrued income 14,537 16,756 - -

92,798 78,260 81,412 77680

Included within trade and other receivables is £4,224,000 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.
Amounts due from Group undertakings to the Company are repavable on demand. No interest is charged on these balances.

Amounts due from undertakings in which the Group/Company has a participating interest are repayable on demand. interest is charged at rates ranging
between 2% and 10%.

Cther receivables have increased due to the recognition of a VAT debtor of £2.8m and the invoice discounting arrangement, whereby trade debtors pay
into a trust account prior to being convarted into €ash. The balance was £3 4m at 31 May 22 (2021: £nlf).

Trade receivables are shown net of an expected credit loss allowance of £331,000 (2021: £267,000} arising from the ordinary course of business, as follows:

2022 2021

£000 £000
Group
At 1 June 267 326
Provided during the year 98 61
Released (26} (107)
Utilised during the year (8} (13)
At 31 May 331 67

The expected creditloss allowance records impairment losses unless the Group is satisfied that no recovery of the amount owing s possible. At that point
the amounts considered irrecoverable are written off against the trade receivables directly. There is no expected credit loss in respect of amounts due
from Group undertakings or amounts due from undertakings in which the Group/Company has a participating interest,
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21 Trade and Other Receivables continuad
The ageing of trade receivables was:

Gross trade Expected credit Nettrade

receivables lossas receivahles

31 May 2022 £000 £000 £000
Group

Not past due date 26,076 - 26,076

Past due date {0-90 days) 4,752 - 4,752

Past due date (over 90 days) 324 (309) 15

Individually impaired amounts 22 (22) -

31,173 (331) 30,843

Gross trade Expected credit Nettrade

receivables lpsses 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) 2933

Past due date (over 90 days) 3372 (129 3,243

Individually impaired amounts 12 ma2 -

27,099 (267) 256,832

The maximum exposure to credit risk for trade receivables at the reporting date by geographic region was: 2023 200

£000 £000

UK 27,674 22,04

Furope - 163

Hong Kong 3,169 4,628

30,843 26,832

Further details on the Group's exposure to credit and currency risks and impairment losses related to trade recevables are disclosed in Note 30,

22 Contract Assets

2022
31 May 2022 £000
Group
AL T June 2021 1,720
Transfers from contract assets recognised at the beginning of the year to receivables {579)
Increase related to services provided in the year 561N
At 31 May 2022 6,752

2021
31 May 2021 £000
Group
AU 1 June 2020 11,456
Transfers from contract assets recognised at the beginning of the year to receivables 6,334)
Increase related to services provided in the year 950
Impairments on contract assets recognised at the beginning of the year (4,352)
AT 31 May 2021 1,720

Aggregate costs incurred under open construction contracts and recognised profits, net of recognised losses, amounted to £106,319,000 {2021: £66,908,000).
Progress billings and advances received from customers under open construction contracts amounted to £96,473,000 (2021: £66,329,000).

Contract liabilities being advances for which related work has not started, and billings in excess of costs incurred and recognised profits are included
in deferred income and amounted to £nil (2021; £nil).

Contract assets include £1,142,000 (2021: £1,141,000) relating to retentions, of which £354,000 (2021: £354,000) are expected to be recovered in more than
12 months. The Company has no contract assets
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Graup Company
2022 2021 2022 2021
£00D £000 £000 £000
Cash and cash eguivalents per Balance Sheet 13,773 28303 15 18,591
Cash and cash equivalents per Cash Flow Statement 13,773 28303 15 18,591

Included in cash and cash eguivalents above is £149,000 (2021: £143,000) which is held in an interest-bearing account for the Group's benefit, and which
will be repaid to the Group following the completion of restoration works at the House of Water mine in Ayrshire wnich are due to be finished shortly.

The Group's exposure to credit and currency risk refated to cash and cash equivalents is disclosed in Note 30.

24 Other Interest-Bearing Loans and Borrowings

This note provides information abeut the contractual terms of the Group's interest-bearing Ioans and borrowings, which are measured at amortised cost.
The Company has no interest-bearing loans and borrowings. For more information about the Group's and the Company’s exposure to interest rate and

foreign currency risk, see Note 30

Group Company

2022 2021 2022 207
£000 £000 £000 £000

Non-current liabilities
Lease liabilities 11,045 8,586 - -

Current liabilities

Current portion of lease liabilities 7,326 3179 - -
Terms and Debt Repayment Schedule Face Carrying Face Carrying
value amount value armnount
Nomina) Year 2022 2022 2021 2021
Currency interestrate of maturity £000 £000 £000 £000
Lease Labilities Sterling 3.7%-51% 2022-2026 18,371 18,371 11,765 11,765

In accardance with the presentation requirements of tFRS 9, these liabilities have been classified according to the maturity date of the longest permitted

refinancing. The borrowing base facility was fully repaid in the year ending 31 May 2021.

Lease Liabilities

liabilities are payable as follows:
Lease liabilities are pay. Minimum lease

Minimum fease

payments interest Principal payments Interest Principal
2022 2022 2022 200 2021 2021
Group £000 £000 £000 £000 £000 £000
Less than one year 7,991 (665) 7,326 3,446 (267) 3178
Between one and five years 11,459 (414) 11,045 S04 428) 8,586
19,450 (1,079) 18,371 12,460 695) 1,785
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24 Other Interest-Bearing Loans and Borrowings continued
Changes in Liabilities From Financing Activities

Group
Loansand
borrowings Lease liabllities
£000 £000
At1June 2020 32,000 14,623
Changes from financing cash flows
Proceeds from loans and borrowings (32,000 -
Principal elements of fease payments - (6,085}
Total changes from financing cash flows {32,000) (6,085}
Other changes
MNew leases B 3,219
Interest expense 1,263 577
Interest paid (1,263) (569)
Total other changes - 3227
At 31 May 2021 - 11,765
Changes from financing cash flows
Principal elements of lease payments - (5.331)
Total changes from financing cash flows - (5,531)
Other changes
New leases - 12,049
Interest expense - 537
interest paid - (449)
Total other changes - 12,137
At 31 May 2022 - 18,371
25 Trade and Other Payables
Group Company
Restated*
2022 2021 2022 2021
£000 £000 £000 £000
Current
Trade payables 9,607 11,247 - 12
Amounts due to Group undertakings - - 20,582 25,203
Amounts due to undertakings in which the Group/Company
has a participating interest 429 8 - _
Other trade payables 937 810 - -
Deferred income 3,958 2155
Non-trade payables and accrued expenses 35,796 35391 30 50
50,727 49,611 20,612 25,265

*  Uponreview of the prior year accruals balance it was identified that a nurnber of items shoudd have been classifted as provisions As such a restatement has been undertaken during the year
The impact s an increase in provssions of £3,723,000 and a corresponding reduction In non-trade payable and accrued expenses within trade and other payables. There s no impact on
opening reserves

Amounts due to Group undertakings for the Company are repayable on demand. No interest is incurred on these balances.
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26 Pension Schemes and Other Retirement Benefits

Defined Contribution Scheme

The Group operates a Group persongl pension scheme. The pension cost charge for the year represents contriputions payable by the Group to the
employees’ funds and amounted to £1,696,000 (2021: £2,113,000). There were no outstanding or prepaid contributions, at either the beginning or end
of the financial year.

Defined Benefit Schemes

The Group acquired a concessionary fuel retirement benefit scheme and became responsible for 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 relate to the coal industry Details of
these two schemes are consolidated in the tables below because the two schemes share the same characteristics and risks and as such, the disclosures
have been aggregated. The Group is anly liable for its own section of the scheme. Any deficit or surplus is not shared with other members of the
multi-employer scheme.

In commen with most company pension schemes the Industry Wide Coal Staff Superannuation Scheme (IWCSSS") and Industry Wide Mineworkers
Pension Scheme ("WMPS") are both established as a trust under which the assets of the Scheme are held separately from those of the spansering
employers. The management of the Scheme is the responsibility of its trustee board, the Committee of Management, who are required to manage the
Scheme in accordance with its Deed and Rules. The Scheme is sectionalised so that each employer or group of assoclated employers has a separate
sub-fund within the Scheme. Each employer is liable for the benefits accrued by its member employees but has no liability for benefits accrued in other
employer sub-funds This means that in practice each employer sub-fund effectively cperates as a separate pension scheme

The latest full actuarial valuation of these schemes was carried cut at 31 December 2018 by AON Hewitt The next triennial valuation s due to be carried
out as at 31 December 2021 The 31 December 2018 valuation of the IWCSSS showed a deficit of £6.4m (previously £75m) and a contribution schedute
was agread at £1.4m per annum to meet the technical provisions of the scheme by 30 April 2023. The valuation of the IWMPS showed a deficit of

£2 8m (previously £2.7m) and a contribution schedule was agreed at £0.4m per annum 1o meet the technical provisions of the scheme by 31 May 2023.
For accounting purposes under I1AS 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 IAS 19
to 31 May 2022 by a gualified independent actuary, to enable the Directors te account for the schemes as follows:

2022 2021
£000 £000
Concessionary fuel scheme
Present value of unfunded defined bienefit obligations (2,703) (2,867)
Defined benefit schemes
Present value of funded defined bensfit obligations (41,832) (55514
Fair value of scheme assets 52,214 58425
Retirement benefit obligation surplus 10,382 2811
Total schemes’ net position 7,679 44
Movements in Present Value of Definaed Benefit Obligation 2022 2021
£000 £000
Al the beginning of the year 58,381 59446
Interest cost 1,112 882
Remeasurement {gains)/losses’
- Changes In demeographic assdmptions (24) 69
- Changes in financial assumptions (13,197) 630
- Experience 1,074 (1,203
Benefits paid (2,811) {1,305)
At the end of the year 44,535 58,381
Movements in the Fair Value of Scheme Assets 2022 2001
£000 £000
Al the beginning of the year 58,425 55,678
Net interest on scheme assets 1131 840
Remeasurement {loss)/gain (6,192) 1,314
Employer contributions 2,002 2,039
Benefits paid (2,811) {1,305)
Expenses paid (341) (141)
Atthe end of the year 52,214 58,425

Annua Report and Accounts 2037 81



Notes
(forming part of the financial statements) continued

26 Pension Schemes and Other Retirement Benefits continued
Expense Recognised in the Income Statement

2022 2021
£000 £000
Expenses paid from schemes 3n 141
Interest {income)/expense on net defined benefit pension schemes (19} L]
322 183
The expense is recognised in the following line itemns in the Income Statement; 2022 207
£000 £000
Administrative expenses 3M 141
Financial expenses (19} 42
322 183
Remeasurement gains recognised directly in equity In the Statement of Other Comprehensive Income: 2032 20m
£000 £000
At 1 June (7,382) (9.338)
Recognised in the year 5,955 1956
At 31 May (1,427) (7382)

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

Fairvalue at Fair value at
2022 2021
£000 £000
Growth assets 29,192 28,766
Matching assets 22,125 29,131
Cash 897 528
52,214 58425

The split between quoted and non-guoted assets:
Quoted assets 4,353 3,004
Non-quoted assets 47,861 54,821
52,214 58,425
The majer assumplions used in this valuation were; 2022 2021
Rate of increase in deferred pensions 3.20% 3.20%
Rate of increase in pensions in payment 3.20% 320%
Discount rate applied to scheme liabilities 3.45% 1.95%
Inflation assumption RP!I 3.45% 335%
Inflation assumption CP} 2.95% 295%

The assumptions used by the actuary and approved by the Board are chosen from a range of possible actuarial assumptions which, due to the timescale
covered, may not necessarily be borne out in practice. The inflation assumption has increased following the UK Government’s consultations on Retail
Price Index reforms and their Ikely impact. The discount rate assumption is derived from the AON GBP Select curve and is the same as that used in setting
the assurmption at 31 May 2022,

The assumptions relating to longevity underlying the pension liabilities at the balance sheet date are based on the SAPS 53 actuarial tables with scaling
factors of 110% (IWCS55) and 105% (IWMPS) and include an allowance for future improvernents In iongevity based on the CMI 2019 projections with
long-term improvement rate of 1% per annum. The same tables were used at 31 May 2021, No allowance has been made for any possible reduction

in life expectancy due to Covid-19. The assumptions are equivaient to expecting a 60-year-aid 1o live for a number of years as follows:
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IWMPS
Current persioner aged 80: 23.5 years (male), 27.2 years (female) (2021: 234 years (male), 272 years (female)).
Future retiree upon reaching 60: 24.7 years (male), 28.5 years (female) (2021: 24 7 years (male), 28.5 years (female)).

IWCSSS
Current pensioner aged 60: 24.8 years (male), 276 years (female) (2021: 249 years {male), 27.6 years (fermale)).
Future retiree upon reaching 60: 26.1 years imale), 28 8 years (fernale) (2021: 26.0 years [male), 28.8 years [famale)),

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 sat with reference to corporate bond yields; if plan assets underperform this yield, this will create

a deficit. As part of the twao industry-wide schemes, the schemes’ assets represent an allocation of farger investment portfolios. The growth assets include
equities, diversified funds and interest-bearing securities and are managed by Legal & General Investment Management, Invesco and PIMCO. These assets
also include property investments. The matching assets are managed by Legal & General Investment Management and include corporate bonds, gilts
and other fixed interest securities. The matching assets portfolio is designed to manage risk by matching income with certain liabilities of the schemes
over a defined period. The growth assets portfolio seeks to deliver retums in excess of benchmark targets set by the independent Trustees.

Inflation risks
Some of the Group’s pension obligations are finked to inflation, and higher inflation will lead to higher liabilities, As noted above, the matching assets
portfolio is designed to manage risk by matching income with certain liabilities of the schemes over a defined period.

Life expectancy
The majority of the plans’ obligaticns 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
assumgtions refevant for sensitivity analysis purposes. Reasonzably possible changes at the reparting date to one of the actuarial assumptions, holding
other assumptions constant, would have increased/(decreased) the defined benefit obligation by the amounts shown below.

2022 2021
£000 £000
Discount rate (1% increase} 14,693 (9,807
Inflation (19 increase) 1179 9768
2022 2021
£000 £000
Discount rate (1% decrease) [2,285) 12,734
Inflation (1% decrease) 13,738 (8,598)

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions constant. In practice, this is unlikely 1o occur,
and changes in some of the assumptions may be correlated. When calculating the sensitivity of the defined benefit obligation to significant actuarial
assumptions the same method {present value of the defined benefit obligations calculated 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 compared te the prior period.

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

The weighted average duration of the defined benefit obligation is 18 years (2021: 18 years).

The Company has ne retirement benefit obligation (2021: £nil).
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27 Employae Share Schemes
The Group has established two Executive Long-Term Incentive Plans and a deferred bonus scheme. The terms and conditions of the outstanding
schemes are as follows, whereby all options are settled by physical delivery of shares:

Number of Contractual
Date of grant Employees entitled shiares granted  Principal vesting conditions life
Deferred boius scheme F luly 2018 Senior employees 60,240 3 years' service 3years
Share option scherne January 2019 January 2019 Directors 499,801 3 years’ service and Total Shareholder Retumn 3 years
of between 35% and 85%
Share option scheme December 2019 December 2016 Directors 97,788 3 years' service and 50% Absolute Total 3 years

Shareholder Return of between 35% and

85% and 50% Relative Total Shareholder

Return of between 35% and 85%
Deferred bonus scheme G December 2019 Senior ermployees 74,470 3 years' service 3years
Share option scheme 2020 August 2020 Directors 176,224 3 years' service and 50% Absolute Total 3 years

Shareholder Return of between 35% and

85% and 50% Relative Total Shareholder

Return of between 35% and 85%

Deferred bonus scheme H August 2020 Senior employees 62,448 3 years' service 3years

Deferred bonus scheme | QOctober 2020 Senior employees 38,835 3 years' service 3years

Deferred bonus scheme | August 2021 Senior ermmployees 14,820 3 years' service 3 years

Share opticn scheme 2021 August 2021 Directors and 146,532 3 years' service and 50% Absolute Total 3 years
senior employees Shareholder Retum of between 35% and

85% and 50% Relative Tota! Shareholder
Return of between 35% and 8§5%

Share Option Schemes 2022 2021
Weighted 2022 Weighted 2021
average Number of average Number of
exercise price aptions exercise price options
Qutstanding at the beginning of the year 10p 776,813 10p 597,589
Granted during the year 10p 146,532 10p 179,224
Lapsed during the year 10p (302,511) 10p -
Exercised during the year 10p (167,586) 10p -
Cutstanding at the end of the year 10p 453,248 10p 776,813
Exercisatrle at the end of the year 10p 29,704 10p -

There were 146,532 options granted in the year with a weighted average exercise price of 10p per share. These options are not exercisable before
3 August 2024 There were 167,586 options exercised In the year with 2 weighted average market value of 572p.

Deferred Banus Schemes

2022 2021

Weighted 2022 Weighted 2021

average Numberof average Number of

exercise price options exercise price options

Outstanding at the beginning of the year - 174,089 - 163,970
Granted during the year - 14,820 - 101,283
Lapsed during the year - - - (61.904)
Exercised during the year - (48,446) - (29,260}
Qurtstanding at the end of the year - 140,463 - 174,089

Exercisable at the end of the year - - - ~

The options putstanding at 31 May 2022 have an exercise price of £nil and a weighted average contractual life of 1 year 3 months. There were 14820 options
granted in the year with a weighted average exercise price of £nil. These options are not exercisable before 3 August 2024. There were 48,446 options exercised
in the year with a weighted average market value of 462p.
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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 Black-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, Decemnber 209, August 2020 and August 2021
Share Option Schemes due to thelr more complex measurement characteristics involving the market conditions noted above in relation to relative
Total Shareholder Return {TSR) and absolute 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.

The fair value of options and the assumptions used in these calculations for the options outstanding are as follows:

2019 2019 2019 2019 2020 2020 2020 200 2021
Deferred January December Deferred December Deferred Deferred Deferred Augqust
Banus  Shaievplivn  Share optlon Bonus  bhareoption Bonus Bonus Bonus Share opticn
Scheme F schema scheme Scheme G scheme Scheme H Scheme | Scheme J scheme
Fair value at grant date 332 034 1.84 269 1.57 202 1.80 4.51 491
Exercise price - 010 010 - 010 - - - -
Share price 354 296 2.85 2.86 2.22 219 208 505 521
Expected volgtility 40% 268 31% 319% 33% 31% 31% 40% 40%
Opticn life 3 years Jyears 3years 3 years 3 years 3 years 3 years 3 years 3 years
Expected dividend 2% 2.44% 2.53% 2.53% 2.03% 253% 2.53% 3.69% 3.69%
Risk-free rate 17% 0.87% 0.55% 1.7% 0.00% 00% 0.0% 0.0% C.11%
Volatility was calculated with reference to the Group's daily share price volatility. The weighted average share price in the year was 485p (2021: 260p).
Share opticns outstanding at the end of the year have the following expiry date and exercise prices:
Options outstanding
Expiry date Exercise price 2022 200
Deferred Bonus Scheme £ 31 May 2022 - - 48,446
Share option scheme January 2019 30 January 2024 10p 29,704 499,801
Share option scheme December 2018 13 December 2024 10p 97,788 37,788
Deferred Bonus Scherme G 13 December 2024 - 24,360 24,360
Share option scheme December 2020 5 August 2025 10p 179,224 179,224
Deferred Bonus Scheme H 5 August 2025 - 62,448 62,448
Deferred Bonus Scheme | 1 October 2025 - 38,835 38,835
Deferred Bonus Scheme 3 August 2024 - 14,820 -
Share option scheme August 2021 3 August 2024 10p 146,532 -
593,711 950,902
Lang-Term Incentive Plans and Deferred Bonus Schemes
The costs charged/{credited) to the Income Statement relating to share-based paymenits were as follows.
2022 202
£000 £000
Share optlons granted in 2018 - 3
Share options granted in 2019 54 a8
Share options granted in 2020 53 37
Share opticns granted in 2021 M4 a0
Share options granted in 2022 128 -
349 218
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28 Provisions

Contract Surface mining Dilapidations Insurance Other Total

provisions restoration provisions provisions provistons provisions

Group £000 EQOD £000 £000 £000 £000
At 1 June 2021% 5100 3087 128 579 2,23 Nn125
Provisions made during the year 1,401 740 2,216 - 145 4,502
Provisions utilised during the year (376) (1,900) - {15 (1,381 (3.672)
Provisions reversed - 07 - - - a7
At 31 May 2022 6,125 1,756 2,344 564 995 11,784

*  Upon review of the prior year accruals nalance it was rdentified that a number of items should have been classified as provisions. As such a restatesnent has been undertaken during the year
The ImpactIs an Increase n provisions of £3,7.23,000 and a correspanding reduction in non-trade pavable and accrued expenses within trade and other payables There s no impact on
Qpening reserves

Included within the Surface mining restoration provision is an amount of £1,756,000 (2021 £3,087.000) that is expected to be utilised in the next 12 months,
The contract provisions of £5,125,000 (2021: £5,100,000) are expected to be utilised in the next 12 months

Provisions comprise:

1. The contract provisions represent 1osses expected to arise, but not yet incurred on construction contracts and other contracts where the Group has
identified potential warranty, defects or performance obligations. Although these cbligations are expected to be completed in the next 12 months,
the nature of such obligations may mean that they take longer to be completed

2. A £1,756,000 restaration provision relates to the surface mining obligation 1o restore the sites now that mining operations have ceased. This obligation
is expacted to be completed before 31 May 2023 although weather and cperational conditions may mean that it takes longer to complete the
restoration works.

3. A £2,344,000 dilapidations provision relates to property leases where there are contractual obligations to restare the property to the condition prior to
the commencement of the lease. The dilapidations provision is based on a third party assessment of the cost of the work which has been carried out
on behalf of the landlord.

4. The insurance provisions represent unpaid amaunts for an estimated number of claims that have occurred but not yet been reported.

5. Other provisions relate to various trading related uncertainties that give rise to a potential outflow of resources.

The Company has nc provisions at 31 May 2022 (2021 £nil}

29 Capital and Reserves

Share Capltal Group and Company
ordinary shares
2022 2021
Number Number
Inissue at 1 June and 31 May 33,138,756 33,138,756
2022 2021
£000 £000
Allotted, called up and fully paid
32,527,638 (2021 32,311,606) ordinary shares of 10p each (excluding own shares held) 3,253 3,231
Own shares held of 10p each 611,118 (2021 827,150) 61 83
3,314 3314

The holders of ordinary shares are entitled to receive dividends as declared from time to tme and are entitied to one vote per share at meetings of
the Company

At the year end the Group heid 611,118 (2021: 827,150) within Treasury shares, representing gwn shares purchased as part of the Group's share buyback
programme. These shares had a market value of £3.4m at 31 May 2022 (2021: £3.1m) and were purchased for an aggregate consideration of £3.5m (2021: £4.7m).

Share Premium
The share premium represents the excess amount paid for share capital issued at prices higher than the neminai value.

Translation Reserve
The translation reserve camprises all foreign exchange differences arising since 1 June 2007, the transition date to Adopted IFRSs, from the translation of
the financiat statements of fareign operations.

Hedging Reserve

The hedging reserve comprises the effective portion of the cumuiative net change in the fair value of cash flow hedging instruments related to hedged
transactions that have not yet occurred

86 Hargreaves Services pic



1. 2. 3. Financial Statements

Share-based Payments Reserve
The Share-based Payments reserve comprises the cumulative charge in relation to the Group's long term incentive plans {Note 27). This reserve is expected
to move in line with the charge recognised in the Share-based Payment charge recognised in the Income Statement.

Other Reserves
Other reserves, 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. 2022 2021
7 £000 £000
Final dividend paid in respect of prior year but not recegnised as liabilities in that year (4.5p per share (2021: 4.5p) 1,454 1,452
Additional dividend paid in respect of the prior year (12.0p per share) (2021 nil) 3,877 -
Interim dividends paid in respect of the prior year (2.8p per share) (2021 2.7p) 906 873
6,237 2,325
Proposed final dividend (5 6p per share (2021: 4.5p)) 1,812 1,454
Proposed additional dividend (12.0p per share) (2021 12.0p) 3,883 3,877

The proposed dividends are not included in Habilities as they were not approved before the year end.

30 Financial Instruments

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 instruments but uses derivative financial instruments in the form of forward
rate agreements and forward foreign currency contracts to help manage its foreign currency, interest rate and commadity price exposures. The main
purpose of these financial instruments is to raise finance for the Group's and Company’s ongoing operations and to manage its working capital requirements.

{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 11 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 t that are observable for the asset or liability, either directly
orindirectly. The fair value of a financiai instrument is the price that would be received to sell an asset or paid to transfer a liability in an ordery
transaction between market participants at the measurement date.

Level 31 The fair value is based on inpurs for the asset or liability that are not based on abservable market data {uncbservabie inputs).

In both 2022 and 2021 all of the forward exchange contracts are considered to be Level 2 contracts. There have been no transfers between categories
in the current or preceding year.

All other financial assets and financial liabilities are considered to be level 3.
The fair value of financial instruments held at fafr value have been determinead based on available market information at the balance sheet date.
The fair value of the options has been determined based upon the fair value of the assets and liabilities of the entities.

(b) CreditRisk

Financial Risk Management

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to meet its contractual obligations and
arises principally from the Group's receivables from customers. The Group's risk is influenced by the nature of its customers. New customers are analysed
for creditwarthiness before the Group’s standard payment terms and conditions are coffered and appropriate credit limits set.

Exposure to Credit Risk
The maximum Group exposure To credit risk at the balance sheet date was £80,476,000 (2021: £63,221,000) being the totai of the carrying amount
of trade receivables, other receivables, contract assets and amounts due from undertakings in which the Group has a participating interest.

The maximum Company exposure to credit risk at the balance sheet date was £91,412,000 (2021: £77,680,000) being the totat 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 Group or the Company is satisfied that no recavery of the

amount owing is possible; at that point the amounts considered irrecoverable are written off against the trade receivables directly. Further information
on cradit risk is provided in Note 21
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30 Financial Instruments continued

(c) Liquidity Risk

Financial Risk Managemeant

Liquidity risk is the risk that the Group and the Company will not be able 1o access the necessary funds to finance their operaticns. The Group finances
operations through a mix of short ang medium-term facilities.

The Group manages its liquidity risk by monitoring existing facilities and cash flows against forecast requirements based on a rofiing cash forecast.
The following are the contractuzl maturities of financial liabilities, including estimated interest payments and excluding the effect of netting agreements:

Group

2022 2021
Restated* Restated” Restated*
Carrying Contractual 1year Tto<2 2ta<s Syears Cartying  Contractual 1 year Tto<2 2to <5 Syears
amousat cash flaw or less years years and over Amount cash flow or less years years and over
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Non-derivative financial liabilities
Lease liabilities 18,371 19,450 7,991 8,644 2,815 - 1,765 12,461 3446 2961 5054 -
Trade and other payables® 50,727 50,727 50,727 - - -~ 4961 49,611 49611 - - -
Derivative financial liabilities
Forward exchange contracts used
for hedging:
Outflow - - - - - - 43 43 43 - _ -
69,098 70177 58,718 8,644 2,815 - 61419 62,115 53,100 2961 6,054 -

*  Upon review of the prior year accruals ba'ance st was identifiad that a number of items should have been classified as provisions As such a restatemnent has been undertaken dunng the year
The rmpact is an increase in provisions of £3,/24,000 and a corresponding reduction n non trade payable and accrued expenses within trade and other payabies There s ncimpact on
opening reserves

mpan
Company 2022 2021
Carrying Contractual 1 year 1to<2 2to <5 5 years Carrying Contractual 1yearor T1to<2 2 <s 5 years
amount cash flow orless years years  and over Amount cash flow less years years and over
£000 £000 £000 £000 £000 E00CQ £000 £000 £000 £000 £000 £000
Non-derivative financial liabilities
Trade and other payables 20,612 20,612 20,612 - - - 25265 25,265 25265 - ~ -

(d) MarketRisk

Financial Risk Management

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates ang commodity prices will affect the Group's or the
Company's Income or the value of its holdings of finandial instruments.

Group
The Group is expased to currency risk on sales and purchases that are denominated in a currency other than the respective functional currencies
of Group entities. The Group's policy is to reduce currency exposures on sales and purchasing through forward foreign currency contracts,

The Group fs exposed to interest rate risk principally where its borrowings are at a variable Interest rate Levels of interest-bearing borrowings are
menitored to minimise the exposure to interest rate risk, when appropriate the Group will utilise interest rate swaps to mitigate the remaining risk.
Currently, the Group does not have any interest rate swaps in place.

Commodity Price Risk
Commodity price risk is the risk of financial loss to the Group through open positions on the trading of mineral commedities, prices for which are subject
to variations that are both uncontroilable and unpredictable.

The Group mitigates these risks wherever practicable, through the use of measures including fixed price contracts, hedging instruments and “back-to-back”
purchase and sale agreements.
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3, Financial Statements

The Group's exposure to foreign currency risk is as follows. This s based on the carrying amount for monetary financial instruments except derivatives

when [tis based on notional amounts,

31 May 2022

Hong Keng South Indian Malaysian
£ura us Dollar Dcllar African Rand Rupee Ringgit Total
€000 £000 £000 £000 £000 £000 £000
Cash and cash equivalents 435 1 2,718 738 - 12 3,904
Trade receivables - - 3,119 - - - 3,119
Loans due from undertakings in which the Group has
a participating interest 26,042 - - - - - 26,042
Other receivables 12 - 228 27 - - 267
Prepayments and accrued income - - 4,557 336 - 7 4,900
Trade payables - - (875) (96) - - (971)
Other trade payables - - {231) - - - (231)
Non-trade payables and accrued expenses (10) - {3.411) (706) - (13) (4,140}
Net exposure 26,479 1 6,105 299 - 6 32,890
The Group has no future contracted sales or purchases denominated in a foreign currency at 31 May 2022,
31 May 2021 Hong Kong South Indian Malaysian
Eurp Us Dollar Dollar African Rand Rupee Ringgit Total
£000 £000 £000 £000 £000 £000 £000
Cash and cash equivalents 1 1 2,248 1,442 - 38 3,730
Trade receivables 25 - 4,628 3 - - 4,656
Loans due from undertakings in which the Group has
a participating interest 1,170 - - - - - 1170
Trade receivables due from undertakings in which the
Group has a participating interest 5873 - - - - - 5873
Other receivables 12 - 96 12 - 35 155
Trade payables (14 - (1,069} - - - (1,083)
Other trade payables - - (10) - (1) - 20
Nan-trade payatles and accrued expenses (1Q) - 4,050 692) - 6 (4.758)
Balance Sheet exposure 17,057 1 1,843 765 (11 67 19,722
Contracted future sales 1,036 - - - - - 1,036
Contracted future purchases (799) {889) - - - - (1,688)
Gross expasure 17264 B88) 1,843 765 m 67 19070
Forward exchange contracts 758 873 3,363 - - - 1,732)
Net exposure 18,052 (15) 1,520 765 o a7 17338
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30 Financial Instruments continued
Fareign Currency Risk continued

Company
The Company's exposure 1o foreign currency risk is as follows.

31 May 2022 Hong Kang South African

Euro Dollar Rand Total

£00D £000 £000 £000
Trade receivables due from Group undertakings - - 370 370
Loans due from Group undertakings - 13 1,376 1,390
Loans due from undertakings in which the Group has a participating Interest 26,042 - - 26,042
Trade receivables due from undertakings in which the Group has

a participating interest 458 - - 458

Trade payables due to Group undertakings (983) - - (983)
Balance sheet exposure 25,517 14 1,746 27,277
31 May 2021 Hong Kong South Afrlcan

Euro Dallar Rand Total

£000 £000 £000 £000
Trade receivables due from Group undertakings - - 183 183
Loans due from Group undertakings - 3,490 953 4443
Loans due from undertakings in which the Group has a participating interest 1170 - - 11170
Trade receivables due from undertakings in which the Group has

a participating interest 201 - - 20

Trade payables due to Group undertakings {883 - - (983)
Balance sheet exposure 10,388 3,490 1,136 15,014
Forward exchange contracts - (3,363 - (3.363)
Net exposure 10,388 127 1,136 11,651

Sensitivity Analysis

Group

A 10% weakening of the following currencies against the Pound Sterling at 31 May 2022 would have increased equity and profit or loss by the amounts
shawn below. This calculation assumes that the change occurred at the balance sheet date ang had been applied to risk exposures existing at that date.

This analysis assumes that alf other variables, in particular ather exchange rates and interest rates, remain constant. The analysis is performed on the same
hasis for 2021

Equity Profit or loss

2022 201 2022 201

£000 £000 £000 £000
€ (2,407) 1,641 (2,407) 1,641
] - {n - m
HKD (555) 408 (555) 408
ZAR 20 56 (27 56
INR - {1} - m
MYR 1 7 (n 7

A 10% strengthening of the above currencies against the Pound Sterling at 31 May 2022 would have had the equal but oppasite effect on the above
currencies to the ameunts shown above, on the basis that all other variables remain canstant.
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Interest Rate Risk
Profile
At the balance sheet date, the interest rate profile of the Group’s interest-bearing financial instruments was:

Group Company
2022 2021 2022 2021
£000 £000 £000 £000
Fixed rate instruments
Financia! liabilities (18,371) (1,765} - -
(18,371) (11,765) - -
Variable rate instruments
Financial assets 13,773 28,303 13 18,591
13,773 28,303 15 18,581

Sensitivity Analysis
An increase of ane basis point in interest rates throughout the period would have affected profit or loss by the amounts shown below. This calculation
assumes that the change cccurred at all 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 foreign currency rates, remain constant and considers the effect of financial instruments with
variable interest rates, financial Instruments at fair value through profit and loss with fixed interest rates and the fixed rate element of interest rate swaps.
The analysis is performed an the same basis for 2021,

Group Company
2022 2021 2022 2021
£000 £000 £000 £000
Profit or loss
Increase/(decrease) 210 (74) 93 79

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

2022 Expected cash flows 2021 Expected cash flows
Carrying 5years Carrying 5 years
amount 1yearorless 1to<2years 2ta<Syears and over Amount lyearorlass Tto<2Zyears 2to<Syears and aver
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Forward exchange
contracts:

Assets - - - - - 2 2 - - _
Liabilities - - - - - (43) (43) - - -

Commodity contracts:
Liabilities - - - - - - - - _ -
- - - - - {@an {41 - - -

if) Capital Management

The Group manages its capital 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 includes leasing related borrowings of £18,371,000 (2021: £11,765,000), cash and cash equivalents of
£13,773,000 (2021: £28,303,000), and equity attributable to equity holders of the Parent, comprising capital, reserves and retained earnings of £183,136,000
(2021: £144,296,000).

The capital structure is reviewed regularly by the Directors. The Group's poticy is to maintain gearing at levels appropriate to the business. The Directors
take consideration of gearing determined as the proportion of net debt to total capital. It should be noted that the Directors review gearing taking careful
account of the working capital needs and flows of the business. The Group has access to an undrawn £12m invoice discounting facility with Santander,
This facility provides the Group with additicnal flexibility to deal with any short term working capital fluctustions, The Group's assets are not covered

by any debenture and the invoice discounting facility has no associated covenants.

The Directors consider the aliocation 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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31 Capital Commitments
Group
At 31 May 2022, the Group had capital commitments of £277,000 which relate 1o the acquisition of plant and machinery (2021; £3,583,000).

Company
At 31 May 2022, the Company had capital commitments totaliing £nil (2021: £nif)

32 Contingencies

Group and Company

The Coempany and certain of its subsidiary undertakings have compaosite arrangements in connection with banking facilities. The Cempany acts as a
guarantor, or surcty, for various subsidiary undertakings and joirit ventures 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 relation to various performance obligations under certain contracts. The total value
of these bonds at 31 May 2022 is £21m (2021: £3.8m).

In relation to HRMS, the Group has provided a €5m or £4.3m (2021: €5m or £4.5m) guarantee in connection with the banking facifities of HRMS.

33 Related Parties

Identity of Related Parties With Which the Group has Transacted

The Group and the Company have a related party relationship with their subsidiaries and joint ventures (Note 16) and its Directors. All related party
transactions were made on terms equivalent to those that prevail in arm's length transactions only.

Group
Other Related Party Transactions Salesto purchases from
2022 2021 2022 202
£000 £000 £000 £000
Joint ventures
Tower Regeneration Limited k11 720 - -
Waystone Hargreaves Land LLP 136 109 - -
Hargreaves Services Europe Limited 1,906 24,747 - -
2,423 25576 - -
Interest received from Interest paid to
2022 2021 2022 200
£000 £000 £000 £000
Joint ventures
Hargreaves Services Europe Limited i 208 - -
Loan receivables outstanding Trade receivables outstanding Payables gutstanding
2022 2021 2022 2021 2022 2021
£000 £000 £000 £000 £0DD £000
Joint ventures
Tower Regeneration Limited 12,716 10984 44 235 12 7
Carbon Action Limited 142 131 - - - -
Waystone Hargreaves Land LLP - 5,582 84 130 14117 -
Hargreaves Services Europe Limited 26,032 11,160 964 5873 - -
38,900 27857 1,092 6,238 429 7
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Transactions with Key Management Personnel

The Diractors are the key management personnel of the Group. Details of Directors’ remuneration, share options, pension benefits and other non-cash
benefits can be found in Note 7 In addition to this, the element of the share-based payment charge for the year that relates to key management
personnel is £192,000 (2021: £125,000) and the social security costs amounted to £65000 (2021: £191,000). There are no other post-employment

or ather long-term benefits

The Company had no transactions with key management personnel.

Company
Other Related Party Transactions
Receivables outstanding Payables outstanding
2022 2021 2022 2021
£000 £000 £000 £000
Subsidiaries 54,856 66,493 20,582 25,202
Joint ventures 26,509 1,170 - -
81,365 77663 20,582 25,202

34 Ultimate Controlling Party
The Company is listed on the Alternative Investment Market of the London Stock Exchange. Material shareholders are detailed within the Directors’
Report There is no ultimate contralling party of the Group

35 Post Balance Sheet Events

On 7 July 2022, the Group acgulred 100% of the share capital of SBU Limited, which in turn is the parent of S&B Utilities Limited for totat consideration
of £750,000 in cash.
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Alternative Performance Measure Glossary

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

Alternative Performance Measure

Definition and Purpose

Underying profit before tax (*UPBT")

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-tax profit of its German joint venture, This measure is consistent with how the business
measures performance and is repcrted to the Board.

2022 2021

£000 £000
Profit before tax from continuing operations 34,481 14,374
Exceptional items (see Note 5) {1,754) 2185
Impairment of intangible assets and goodwill - 4,635
Underlying profit before tax 32,727 21,195

Basic underlying earnings per share

Profit attributable to the equity holders of the Company prior to exceptional iterns and impairment of
intangible assets and fair value gains on acquisition after tax divided by the weighted average number
of ardinary shares during the financial year adjusted for the effects of any potentially dilutive options.
See Nete 11

EBITDA EBITDA is defined as profit before tax from continuing operations pricr to charges for deprediation
and impairment and interest and excludes the share of profit from jointly controlled entities and gains
and losses on the sale of fixed assets.
2022 2021
£000 £000
Profit before tax from continuing operations 34,481 14,374
Depreciation and impairment 8,666 6,562
Impairment of goodwill - 4,635
Net finance {incomel/expense (53) 1,236
Share of profit in joint ventures (net of tax) {28,200} (17.680)
Profit on sale of fixed assets (1,298) (3.667)
EBITDA 13,596 5460
Net debt/(cash) Represents the net position of the Group's cash and loan balances including leases. Calculated as follows:

2022 2021

£000 £000
Cash and cash equivalents 13,773 28303
Non-current interest-bearing loans and borrewings (11,045) (8,588)
Current interest bearings loans and borrowings (7,326) (3179
Net (debt)/cash {4,598) 16,538

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:

022 2021
Total shares in Issue 33,138,756 33,138,756
Less shares in treasury (611,118) (827150
Shares for calculation 32,527,638 32,311,606
Net Asset Value per Balance Sheet £183,136,000  £144,296,000
Net Asset Value per share £5.63 f447
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Notice of Annual General Meeting - Hargreaves Services plc
(incorporated and registered in England and Wales
under company number 4952865}

NOTICE IS GIVEN that this year's Annual General Meeting of Hargreaves Services plc {the Company} will be held at Prior's Hall, Durham Cathedral,
Durham, DH1 3EH on 27 October 2022 at 11.00am to consider and, if thought fit, approve the following resolutions:

Ordinary Business

i

[\"]

S

(5]

8

g

To adopt and receive the Directors’ Report, the Strategic Report, the Directors’ Corporate Governance and Remuneration Reparts, the Audit & Risk
Committee Report, the Auditor's Report and the Financial Statements for the year ended 31 May 2022,

 To approve the Directors’ Corporate Governance and Rermuneration Reports for the year ended 31 May 2022,
. To declare a final dividend for the year ended 31 May 2022 of 5.6 pence per ordinary share to bring the dividend for the year ended 31 May 2022

to a total of 8.4 pence per ordinary share.

. To declare an additional dividend of 12 pence per ordinary share in respect of dividends paid to the Company by Hargreaves Services Eurcpe Limited.
. To re-appoint David Anderson as a director of Lhe Cormpany in accordance with article 34 of the Company’s articles of assodiation, who offers himself

for re-appointment.

. To re-appoint Gordon Banham a director of the Company in accordance with article 34 of the Company's artictes of association, who offers himself

for re-appointment.

" To re-appoint Nigel Halkes as 2 director of the Company in accordance with article 34 of the Company's articles of asseciation, who offers himself

for re-appointment.

To re-appoint PricewaterhouseCoopers LLP as auditors of the Company to held office from the conclusion of this meeting to the conclusion of the
next general meeting at which accounts are laid 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 pufsuant to section 551 of the Companies Act 2006 (the Act) generally and unconditicnally to exercise

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

Cempany (Rights):

10 up to an aggregate nominai value of £1,084,255 (representing approximately one-third of the total ordinary share capital in issue (excluding
shares held in Treasury) as at 22 July 2022); and

10,2 comprising equity securities (within the meaning of section 560 of the Act) up to an aggregate nominal amount of £2,168,509 (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 authorities conferred by this resolution 10 shall exgire 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 or renewed by the Company in general meeting, save that the Company may at any time before such expiry
make offers or agreements which would or might require shares to be aliotted or Rights to be granted after such expiry and the directors may
allot shares and grant Rights pursuant to such offers or agreements as if the relevant authorities conferred by this resolution 10 had not expired.
These authorities shall be in substitution for zll previous authorities previously granted 1o the directors to aliot shares and grant Rights which
are pursuant to this resolution 10 revoked but without prejudice to any allotment or grant of Rights made or entered into prior to the date
of this resofution 10.

For the purposes of this resalution 10, rights issue means an offer or invitation to (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 recerd date for such allotment and (i) persons who are holders
of other classes of equity securities if this is required by the rights of such securities (if any) or, if the directors of the Company consider necessary,
as permitted by the rights of those securities, to subscribe for further securities by means of the issue of a renounceab'e letter (or other negotiable
instrument) which may be traded for a period before payment for the securities is due, but subject In both cases to such exclusions or other
arrangements as the directors of the Company may deem necessary or expedient in relation to fractional entitlements, treasury shares, racord
dates or legal, reguiatory ar practical difficulties which may arise under the laws of, or the requirements of, any recognised regulatory body

or any stock exchange in any territory or any other matter whatsoever,

11. Subject 1o and conditional upon the passing of resolution 10 {and in substituticn for all existing like powers granted to the directors of the Campany

(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 resclution 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 nat apply to any such allotment, provided that this power shall be limited te the alictment of equity securities.

11.1 pursuant to the authority conferred upon them by resolution 10.1 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 te any such allotment,
provided that this power shall be limited to the allotment of equity securities:

11.1.1 in connection with or pursuant to an offer of such securities by way of a pre-emptive offer (as defined below); and

1112, {otherwise than pursuant to resclution 11.1.1) up to an aggregate nominal value of £325,276 (representing approximately 10% of the total
ordinary share capital in issue (excluding shares held in Treasury) as at 22 July 2022); and

1.2 pursuant to the authority conferred upon them by resolution 10.2, in connection 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 aliotment, and the powers given shall
expire on the earlier of the conclusion of the next Annual General Meeting of the Company or the date failing six months after the end of the
Company’s current financial year unless renewed or extended prior to such expiry, save that the directers of the Company may before such
expiry make offers or agreements which would or might require equity securities to be allotted after such expiry and the directors may allot
equity securities in pursuance of any such cffer or agreement as if the power had not expired.
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For the purpose of this resolution 11:

(a) rightsissue has the meaning given in resoluticn 10; and

(b} pre-emptive offer means a rights issue, open offer or other pre-emiptive issue or offer to {i) holders of crdinary shares in proportion (as nearly
as may be practicable) 1o the respective numbers of ordinary shares held by them on the record date(s) for such allotment; and (i) persons
who are holders of other classes of equity securities if this is required by the rights of such securities (if any) or, if the directors of the Company
consider necessary, as parmitted by the rights of those securities, but subject in both cases to such exclusicns or other arrangements as
the directors of the Company may deem necessary or expedient in relation to fractional entitiements, treasury shares, record dates or legal,
regulatory or practical difficulties which may arise under the 'aws of, or the requirements of, any recognised regulatory body or any stock
exchange in any territory or any other matter whatsoever.

5pecial 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
resclution shall have the meaning given to this term in section 693{4) of the Act) of its ordinary shares of 10 pence each in the capital of the Company
{Crdinary Shares) on the terms set out below:;
121 the maximum aggregate number of Ordinary Shares authorised to be purchased by the Company pursuant to this resolution 12 is 4,879,146
{representing approximately 15% of the 1otal ordinary share capital in 1ssue (excluding shares held in Treasury) as at 22 July 2022); and
122 the minimum price which may be paid for each of those Ordinary Shares {exclusive of expenses) is 10 pence; and
12.3 the maximum price (exclusive of expenses) which may be paid for each of those Ordinary Shares Is not more than the higher of (i) 5% above the
average of the middle market quotations for Qrdinary Shares (as derived from the Daily Official Lists of the London Steck Exchange) for the five
dealing days immediately preceding the date of purchase and (i) the price stipulated by Eurcpean Commission-adopted Regulatory Technical
Standards pursuant to Article 5(6) of the Market Abuse Reguiation, but so that this authority shall (unless previously varied, revoked or renewed)
expire on the arlier of the conclusion of the next Annual General Meeting of the Company or the date falling six months after the end of the
Company's current financial year, save that the Company may before the expiry of this authority conclude any contract for the puschase of its
own shares pursuant to the autharity conferred by this reselution 12 which contract would or might be executed wholly or partially after the
expiration of this authority as if the authority conferred by this resolution 12 had not expired.

As at the date of this Notice, as there are currently no legal restrictions due to COVID-19 on gatherings (including general meetings) in
England, the Company intends to welcome shareholders at a physical in-person meeting. However, in the event that UK Government
and Public Health England guidance changes in respect of COVID-19, the Company reserves its right to change the arrangements in
order to comply with any such restrictions and in the interests of health and safety.

Shareholders are strongly encouraged to appoint the chair of the Meeting as their proxy with their voting instructions set out below.
Appointment of a proxy will not preclude shareholders from attending and voting at the Annual General
Meeting should they choose todo so,

The Board encourages shareholders to exercise their right to vote in the following ways:

You can cast your votes by proxy by completing the enclosed proxy form and returning it to Registrars of the Company, Neville
Registrars Limited, Neville House, Steelpark Road, Halesowen, West Midlands B62 8HD no later than 11.00am on 25 October 2022.
Full details of how to vote using the proxy form can be found in the Notes to this notice on pages 97 to 99. Complation and return
of the proxy form will not itself prevent shareholders from attending in person and voting at the meeting should they subsequently
decide to do se.

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 97 to 99,

Any changes to the Annual General Meeting will be communicated to shareholders before the meeting through our website
{www.hsgplc.co.uk) and, where appropriate, by RNS announcement. In the event that UK Government and Public Health England
guidance changes which results in external shareholders being prohibited from attending the Annual General Meeting, we will
arrange a facility for shareholders to ask questions of the Board of Directors.

26 July 2022
By order of the Board

John Samuel
Company Secretary

Registered Office:

Woest Terrace

Esh Winning

Durham

DH?7 9PT

Registered in England and Wales No. 4952865
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Notes

1.

This notice is the formal notification to members of the Company's Annual General Meeting {the Meeting), its date, time and place and the matters to
be considered. If you are in doubt as to what action you should take you should consult an independent adviser. As at the date of this Notice, as there
are no legal restrictions in place due to COVID-19 on gatherings (including general meetings) in England, the Board is hoping to welcome shareholders
in person to the Annual General Meeting. 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 ta 10 will be proposed as ordinary resolutions. A simple majority (being more than 50%) of votes cast must be in favour of each such
resolution in order for it to be passed.

Resolutions 11 and 12 will be proposed as special resolutions A special resclution requires 75% or more of votes cast to be in favour of such rasolution
in order for 1t to be passed.

All business proposed at the Meeting is ordinary business, pursuant to Article 24.1, save for Resolution |2 Pursuant ta Regulation 41 ot the
Uncertificated Securities Regulations 2001 (as amended), only those shareholders registered in the register of members of the Company at close of
business on 25 October 2022 as holders of ardinary 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 ta entries in the register of members after close of business
on 25 October 2022 shall be disregarded in determining the rights of any persen to attend and vote at the Meeting.

If you are a member of the Company at the time set out in Note 2 above, you are entitled to appoint a proxy to exerdise all or any of your rights

to attend and 1o speak and vote on your behalf at the Meeting (although shareholders are expected 1o be prohibited from attending the Meeting

in person} You can only appoint a proxy using the procedures 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 more than cne 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 other instrument zppointing 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, Nevilie House, Steelpark Road, Halesowen, West Midlands 862 8HD no later than
11.00am on 25 October 2022.

. The return of 3 completed proxy form, other such Instrument or any CREST Proxy Instruction (as described in Notes 10-13 below) will not in itself

prevent a shareholder attending the Annual General Meeting and voting in person if he/she wishes to do so.

If a member appoints a proxy or proxies and then decides to attend the Annual General Meeting in person and vote using his poll card, then the

vote in person will override the proxy vote(s). If the vote in person is in respect of the member's entire holding, then all proxy votes will be disregarded.
If, however, the member votes at the meeting in raspect of less than the member’s entire holding, then if the member indicates on his polling card
that all proxies are to be disregarded, that shall be the case; but if the member does not specifically revoke proxies, then the vote in person will be
treated in the same way as If it were the last received proxy and earlier proxies will only be disregarded ta the extent that to count them would result
in the number of votes being cast exceeding the member's entire holding. if you do not have a prexy form and/or believe that you should have one
or if you require additional forms, please contact the Registrars of the Company, Neville Registrars Limited, Neville House, Steelpark Road, Halesowen,
West Midlands Be2 8HD.

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

Where you have appointed a proxy using the hard-copy proxy form and would like to change the instructions using another hard-copy proxy form,
please cantact Neville Registrars Limited, Nevilie House, Steelpark Road, Halesowen, West Midiands 862 8HD. If you submit more than one valid proxy
appointment, the appointment received last before the latest time for the receipt of proxies will take precedence.

In order to revoke a proxy instruction, you will need to inform the Company by sending a signed hard copy notice clearly stating your intention to
revoke your proxy appeintment to Neville Registrars. In the case of a member which is a company, the revocation notice must be executed under

its common seal or signed on its behalf by an officer of the company or an attorney for the company Any power of attorney or any other autharity
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 na later than
11.00am on 25 October 2022, If you attempt to revoke your proxy appoeintment but the revacation is received after the time specified then, subject

to Note 7 above, your appointment will remain valid.

. CREST members who wish to appoint a proxy or proxies through the CREST electronic proxy appointment service may do so by using the procedures

described In the CREST Manual. CREST Personal Members or other CREST sponscred members, and those CREST members who have appointed
voting service provider(s), should refer to their CREST sponsor or voting service provider(s), who will be able to take the appropriate action on their
behalf.

. In order for a proxy appointment or instruction made using the CREST service to be valid, the appropriate CREST message (a "CREST Proxy Instruction”)

must be properly authenticated in accordance with Euroclear UK & lreland Limited's (Euroclear) specifications, and must contain the information
required for such instruction, as described in the CREST Manual The message, regardless of whether it constitutes the appointment of a proxy or

is an amendment to the instruction given to a previously appointed proxy must, in order to be valid, be transmitted so as to be received by the issuer's
agent (ID 7RA1T) by 11.00am on 25 October 2022, For this purpose, the time of receipt will be taken to be the time (as determined by the timestamp
applied to the message by the CREST Application Host) from which the issuer's agent is able to retrieve the message by enquiry to CREST in the
manner prescribed by CREST. After this time any change of instructions to proxies appointed through CREST should be communicated to the
appointee through other means,

. CREST members and, where applicable, their CREST sponsors, or voting service providers should note that Euroclear does not make available special

procedures in CREST for any particular message, Normal system timings and limitations will, therefare, apply in relation to the input of CREST Proxy
Instructions Itis the responsibility of the CREST member concerned to take (or, if the CREST member is a CREST personal member, or spansored
member, ar has appointed (@) voting service provider(s), to procure that his CREST sponsor or voting service provider(s) take(sl} such action as shall
be necessary to ensure that a message is transmitted by means of the CREST system by any particular time. in this connection, CREST members and,
where applicable, their CREST sponsors or voting system providers are eferred, in particutar, to those sections of the CREST Manual concerning
practical limitations of the CREST systern and timings.
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13. The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in Regulation 35(5)(@) of the Uncertificated Securities
Regulations 2001 (as amended).

14 If a corporation is a member of the Company, it may by resolution of its directers or other governing body authorise one or more persons 1o act
as its representative or representatives at the Meeting and any such representative or representatives shall be entitled to exercise on behalf of the
corporation al' the powers that the corporation could exercise if it were an individual member of the Company. Corporate representatives should
bring with them either an original or certified copy of the appropriate board resoluticn or an original letter confirming the appointment, provided
it 15 on the corporation’s letterhead and is signed by an authorised signatory and accempanied by evidence of the signatory’s authority.

15. As at 22 July 2022 {being the last business day prior to the publication of this Notice} the Company's issued share capital consisted of 32,527,638
ordinary shares (611,118 of which are held in Treasury with no voting rights). Therefare, the total voting rights in the Company as at 22 July 2022
was 32,527638.

16. The following documents will be available for inspection at the Company’s registered office at West Terrace, Esh Winning, Durham, DH7 9PT
during nermat business hours on any week day (Saturdays and English public holidays excepted) from the date of this notice until the close
of the Meeting angd at the place of that Meeting for at least 15 minutes prior to and during the Meeting:

coples of the service contracts for the Executive Directors of the Company; and
- copies of the letters of appointment of Non-Executive Directors of the Company.

Explanatory Notes to the Notice of Annual General Meeting
The notes on the following pages explain the proposed resolutions.

Resolution 1: Accounts

The directors will present thelr Report, the Directors’ Corporate Governance and Remuneration Reports, the Auditor's Report and the audited Financial
Statements for the financial year ended 31 May 2022 to the meeting as required by law. These financial statements on pages 46 to 93 of the Company's
Annuai 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 2022 which is set out in full on pages 35 to 38
of the Company's Annual Repart. The vote 1s advisory and the directors’ entitlement to remuneration is not conditional upon this resclution being passed.

Resolution 3: Final Dividend
The Board proposes a dividend for the financial year ended 31 May 2022 of 5.6 pence per ordinary share. If the meeting approves resolution 3, the dividend
will be paid on 31 October 2022 to shareholders on the register of members on 23 September 2022,

Resolution 4: Additional Dividend

The Board propeses an additional dividend of 12 pence per ordinary share in respect of dividend payments received by the Company from Hargreaves
Services Europe Limited. If the meeting approves resolution 4, the dividend will be paid on 31 October 2022 to sharehelders on the register of members
on 23 September 2022,

Resolutions 5, 6 and 7: Re-appointment of Directors

At each Annual General Meeting one-third of the directors for the time being (cther than those appointed since the last Annual General Meeting) are
required to retire. If the number of relevant directors is not a multiple of three, the number nearest to one-third of directors, but not less than gne-third,
must retire. Directors due to retire by rotation are those longest in office since their last re-election or re-appointment A retiring director is eligible for
re-appointment. David Anderson, Gerdon Banham and Nige! Halkes are offering themselves for re-appointment

Brief biographical details of David Anderson, Gordon Banham and Nigel Halkes are set out on page 26 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 ‘aid, to hold office until the next general meeting.
PricewaterhouseCoopers LLP are willing to be re-appointed for a year and resolution 8 proposes theirappointment and, in accordance with standard
practice, resclution 9 authorises the Audit & Risk Committee of the board of directors of the Company to determine the level of the auditors’
rernuneration.

Resolution 10: Renewal of Board's Authority to Allot Shares
Resolution 101 grants the directors authority to aliot relevant ordinary shares up to an aggregate nominal amount of £1,084,255 being approximately
one-third of the Company’s issued ordinary share capital (excluding shares held in Treasury) as at 22 July 2022.

In line with guidance issued by the ‘nvestment Association, resolution 10.2 grants the directors authority to allot ordinary shares in connection with

a rights 1ssue up to an aggregate nominal amount of £2,168,509 (representing 21,685,091 crdinary shares of 10 pence each), as reduced by the nominal
amount of any shares issued under resolution 10.1. This amount, before any such reduction, represents approximately two-thirds of the Company's issued
ordinary share capitai [excluding shares held in Treasury) as at 22 July 2022. Under a rights issue, ordinary sharehelders are invited to subscribe for further
ordinary shares In proportion (as near as is practicable) to their holdings of shares in the Company and, if they accept the invitation, their halding of shares
15 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 provide that an authority for directors to allot new shares up to 2n amount equal to one-third of the existing
share capital, such as that granted by resolution 10.1, wil! be regarded as routine. The investrnent Association guidelines also state that an authority for directors
ta allot a further amount equal to one-third of the existing issued share capital, such as that granted by resolution 10.2, will also be regarded as routine as long
as that additional authorisation applies oniy to fully pre-emptive rights issues.
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Itis not the directors’ current intention 10 exercise either of these authorities, The autherities granted by resolution 14 replace the existing authorities
10 allot shares.

Resolution 11: Disapplication of Statutory Pre-emption Rights
Resolution 11.1.1 grants the directors power to allot shares without first offering them o existing shareholders in proportion 1o thelr existing
shareholdings, where such offers are made in connection with or pursuant ta a pre-emptive offer of shares.

Resclution 11.1.2 permits the directors 1o allot shares without first offering them to existing shareholders and otherwise than in connection with a
pre-emptive offer, but only up to a limit of 109 of the tota! ordinary share capital. Historically, the Pensions and Lifetime Savings Association (PLSA)
{previously known as the National Assaciation of Pension Funds) guidelines suggested that AIM companies should be permitted to take authority to allot
up W 10% ol issued share capital for cash on a non pre-emptive basis fwhich the Company has done each year since joining AlM). The PLSA has changed
its guidance which now states that the limit should be 5% but that an additional 5% is acceprable provided that the Company cenfirms that it intends to
use the additional 5% only in connection with an acquisition or specified capital investment which would be anncunced contemporaneously with the
issue, or which has taken place in the preceding six-month period and is disclosed in the announcement of the issue. Taking note of the PLSAS guidance,
the directars are proposing that the resolution remains unchanged from that passed at last year's Annual General Meeting and in previous years,

Resolution 11.2 grants the directors power to allot those shares issued further to the powers granted 1o them under resolution 10.2 without first offering
them to existing shareholders.

Resolution 12: Purchase of Own Shares

Resolution 12 authorises the Company to purchase its own shares (in accordance with section 701 of the Act) during the pericd from the date of this
Annual Generai Meeting untif the end of the next Annua! General Meeting of the Company or the expiration of six menths after the Company’s current
financial year end, whichever is the sooner, up 1o a total of 4,879,146 crdinary shares. This represents approximately 15% of the issued erdinary share
capital of the Company (excluding shares he'd in Treasury) as at 22 July 2022, 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 before such purchases and the price stipulated in the
European Commission-adopted Regulatory Technical Standards pursuant to Article 5(8) of the Market Abuse Regulation (being the higher of the price
of the last independent trade and the highest current independent bid on the trading venue where the purchase is carried out). The minimum price
payable for a share will be 10 pance. 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 consider holding any of its ewn shares that it purchases
pursuant te 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 authority pursuant to resolution 12 in circumstances which they consider to be in the best interests
of shareholders generally after taking account of market conditions prevalling 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 sharehclders in a general meeting.
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