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About us

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

Hargreaves operations are managed across the following structure:

Services

Services pravides critical support te
many core industries including Energy,
Environmental, UK Infrastructure and
certain industries thraugh the provision
of materials handling, mechanical and
electrical cantracting services, logistics
and major earthmoving.

LA Read more at www.hsgplc.co.uk

Land

Hargreaves Land is focused on

the sustainabile developrment of
hrownfield sites for both residential
and commercial purposes.

Hargreaves Raw
Material Services

Trades in specizlist commodity
miarkets and owns DK Recycling,
a specialist recycler of steel
waste materal,



Highlights of the Year

1 Strategic Report 2. 3

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

Trading Reverue of £204.8m (2020: £222.2m)
Underlying* Profit before Tax of £21.2m (2020; £4.9m)
Basic underlying* £PS of 70.7p (2020: 199p)
Services Revenue reduced as expected to £193.0m (2020: £216.0m) primarily due to HS2 contract
mobilisation delays
Hargreaves Sales of first plots at Blindwells delivered
Land £25m sale of the first logistics development at Unity joint venture achieved
German Strong trading performance with Underlying® Profit after Tax of £13.6m (2020: £1.6m)

Joint Venture

DK Recycling delivering profitable performance following acquisition in December 2019

Exceptional £4.6m of goodwitl impairment following exit from coal trading activities
items £2.2rm of contract losses recognised on legacy civil contracts which are now all settled
Board Nicholas Mills appointed as Non-Executive Director on 9 September 2020
Balance Net Cash** £16,5m (2020: £28.1m net debt) including £28.3m of net cash at bank
Sheet (2020: £13.5m net bank borrowing)

Net Asset Value** per share at 31 May 2021 of £447 per share (2020: £4.03}
Pividend Final dividend of 4.5p {2020: 4.5p) and additional dividend of 12p (2020: nil p) proposed
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Chairman’s Statement

Roger McDowell, Group Chairman

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

and realisation.

Preface

Throughout the last Ainancial year, the Covid-19
pandemic has continued to impact all of cur
lives, both in our home and our business
enviranments. The Board has continued to
prioritise the health and safety of cur
employees above all else throughout the year.
Qur business operations, both on site and
within our offices, have complied with strict
pretocols including social distancing, the
wearing of face coverings, the frequent washing
of hands and the provision of hand sanitiser.
Many of our office based staff have worked
predominantly from home for well aver a year
now and, whilst this has some disadvantages in
terms of 2 lack of personal interaction, | have
been and continue to be most impressed and
gratefut for the way in which our people have
delivered tremendous service to all of our
stakeholders in these challenging
circumstances, Sadly, two of our cofleagues
have died from Covid-19 since the pandemic
began and our thoughts are with their famities
in their time of grief.

Introduction

1 am very pleased to be reporting a very strong
set of results which have been delivered against
the backdrop of the Covid-19 pandernic through
the efforts and dedication of our employees and
those of our joint venture colleagues.

Results

Revenue was £204.8m (2020; £222.2m). This
reduction was expecied following the delays
to the full mobilisation of the HS2 projece.

Underlying* profit before tax for the year

was £21.2m, some £86.3m higher than the

prior year (2020: £4.9m). This in¢rease is
predominantly due to the performance of the
Group's German joint venture Hargreaves Raw
Materials Services GmbH (HRMS) contributing
£13.6m (2020: £1.6rn) and that of the Hargreaves
Waystone Land LLP joint venture (Unity JV)
which contributed £4.1m (2020: £ni)) to the
Group's underlying prafit before tax. Further

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

The profit after tax for the year was £16.4rn
(2020: £4.3m) Basic underlying eamings per
share were 70.7p (2020: 199p) and 50.8p
(2020: 13.4p) on a reported basis.

impairment of Goadwill and

Exceptional items

Total non-recurring costs of £6.8m have been
recognised in the year, all of which are non-cash
items. On 24 December 2020, we anncunced
the sale of our speciality coal inventary to HRMS
which followed on from our cessation of mining
activities in July 2020, As a resuit, the Board has
trpaired £30m of gocdwil! associated with

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

the Maxibrite smokeless briquette business

| am also pleased to note that all legacy civil
engineering contracts have now been settled

which has resulted in a £2.2m exceptional charge.

Net Cash

Net cash inciuding all leasing debt was

£16.5m {2020: net debt of £28.1m}), The Group
had £28.3m of cash at bank at 31 May 2021
compared with net bank borrowings of

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

debt 1s now comprised of leases with no net
bank borrowings. The sale of our speciality

coal inventory combined with lower capital
expenditure and working capital reguctions
have put the Group on a very strong financial
footing. The Board expects the Group's net
cash position to reduce steadily throughout the
year ending 31 May 2022 as capital expenditure
for the HS2 project, which will be leased
equipment in the main, increases.

Refinancing

The Board has terrinated the Group’s previcus
asset based lending banking facility and has put
in place an Invaice Discounting Facility which
has a maximum level of £120m and is secured

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

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

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

Following the refinancing of the Group as
outlined above, the Group's financing is no
langer dependent on bank borrowings.
Notwithstanding that, a rigorous review of

cash flow forecasts including testing for a range
of challenging downside sensitivities has been
undertaken. These sensitivities include testing
without utilising the invoice discounting facility.
Mitigating strategies to these sensitivities
considered by the Board exclude any remedies
which are not entirely within the Graup's control.
As a result, and after making appropriate
enquiries including reviewing budgets and
strategic plans, the Directors have a reasonable
expectation that both the Company and the
Group have adequate resources 1o continue in
operaticnal existence for the foreseezble future.
Accordingly, the Board continues to adapt the
going concern basis in preparing the Annual
Repart and Accounts,

Dividend

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

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

of 4.5p (2020: 4 5p) together with an additional
dividend of 12p (2020: nil} which it pians to pay
foliowing the receipt of an equivalent sum from
MAMS, rmaking a toral dvidend of 19.2p per
ordinary share for the year ended 31 May 2021

Hargreaves Services plc



“I believe that the Board

has developed a clear
strategic approach which
both simplifies and clarifies
the value proposition

for investors.”

If approved at the Annual General Meeting,
these dividends will be paid on 29 October 2021
to all sharehalders on the register at the close
of business on 17 September 202t The shares
will become ex-dividend on 16 September 2024,
Subject to HRMS maintaining the requirements
of its barrowing arrangements, the Board
intends 1 continue 1C pass thraugh an
additionat 12p per share dividend from HRMS
1o Hargreaves’ shareholders annually for the
next few years as previnusly undistributed
profits are repatriated to the Company.

Hargreaves Raw Material Services GmbH
As can be seen from these results, HAMS,
together with its subsidiary, DK Recycling und
Roheisen GmbH ("DK"), has performed very
strongly, conwibuting £13.6m (2020: £1.6m) to
the Group’s underlying profit before tax. Whilst
favourable macket conditions have benefitted
the business, the Boaid wishes to congratulate
the management of both HRMS and DK on their
abitity to capitalise on those conditions and on
delivering the improvements to operational
efficiency and the cost reductions which they
have been able to achieve. [t remains unclear
how long these beneficial rading conditions
will endure but HRMS has started the new
financial year strongly and the Board has already
indicared that HRMS' cantribution to market
expectations for the financial year ending

31 May 2022 is likely 1o be much greater than
previously expected.

Board Changes

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

Covid-19

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

Brexit

Fallowing the UK's exit from the single market
on 1 January 2021, the Board has not identified
and does nat foresee any material impact on
the Group's trading actvities.

Strategy

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

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

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

to both new and existing customers and through

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

Secondly, the Hargreaves Land business is
focussed an realising the inherent value of the
Group's existing property portfolio. The Board
intends 1o complement that with pactnering

and pption arrangements to take advantage of

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

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

(L

1. Strategic Report 2. 3.

Thirdly, the Board believes that its investment

in the HRMS joint venture has the potential

to deliver substantial shareholder value in the
next few years, The 8oard considers it likely that
HMRMS would benefit in due course from being
part of a larger, more specialised business and it
plans to explore strategic options for HRMS with
its professional advisors over the course of the
next several months.

Outlook

| believe that the Board has develaped a clear
strateqic approach which both simpliftes and
clarifles the value propasition for investors. The
Group's balance sheet, which carnes no net
bank debr and which is essentially free from
third party security, provides a strong and
resilient platform from which to create, deliver
and realise that value. The Board looks forward
to the year endling 31 May 2022 with confidence.

Roger McDowell
Chairman
27 July021

M\J‘

* Underlying Profit before Tax is delined by the Board as Profit before Tax prior to exceptional items, impairment of imang e assers and fair valim adjusrmenrs The Roard uses this measure
3 2 Key Indicator in assesuing 1he financial performance of the Grougs throughact the year and belleves that Its disclosure benefits readers of the financial statements

Annual Repart and Accounts 2021



Group Business Review

Gordon Banham, Group Chief Executive

The Group has made great progress
in positioning its businesses for

the future.

Services

The Services business recorded revenue of
£193.0m (2020: £216.0m). The decrease in
revenue was expected due to the impact of
delays 1o the full motilisation of the HS2 project
which also impacted underlying profit before
tax which reduced to £5.1m (2020: £69m).

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

HELM

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

the speciality coal inventory to HRMS for £24m
in December 2020, The business unit has been
rebranded as Hargreaves Environmental,
Logistics and Minerais (HELM). Underlying profit
before tax reduced to £3.3m (2020: £3.8m)
fargely due ta the cessation of coal related
activiti=s. Logistics contributed £2.2m (2020:
£2.3m) 1o that result. Following the cessation

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

Industrial Services

Revenue was lower at £77.4m (2020: £86.4m})
but profit before tax increased by 14% to £4.2m
(2020: £3,7m), a margin of 5.4% (2020: 4.3%).
The reduction in revenue resulted primarily
from the UK business transitioning away friom
mainly supporting coal fired power stations and
the decision by British Steel to take the services
provided by Hargreaves inhouse. The Asian
business experienced a modest reduction

in activity levels due to Covid-19 but most
significantly secured an appointment to a three
year Power Distribution contract with CLP
Pawer Services, extending the range of services
provided ko this client. Margins impioved
through further contrace selectivity which will
continue 1o be a key area of focus. During the
year, the Industrial Services business secured a
number of other framework and term contract
pasitions and currently has visibility of over
70% of its budgeted revenue for the year
ending 31 May 2022.

Specialist Earthworks

The Specialist Earthworks business recorded
revenue of just £3.5m (2020: £20.3m) and a loss
before tax pricr to exceptional items of £2.4m
{2020. loss of £0.9m). The reduction in revenue
was caused by the delay to the full mobilisation
of the HS2 project following the completion of
the successful Al4 project in the prior year. in
March 202), the business was appointed by the
Kier/&ffage/Bam/Ferrovial joint venture (o carry
out a £120m earthmoving contract on the C2
section of the HS2 rail project cenired around
Aylesbury, providing strong visibility of revenue
for the next four years. Although works on site
have now commenced, the programme of
activity is likely to be weighted to the second
half of the year ending 31 May 2022 with full run
rate not being reached unitil the following
financial year.

| am pleased to report that atl of the legacy Civils
contracts inhevited with the acquisition of C.A,
Blackwell have now been settled This resulted
ina £2 2m (2020: £1 4m) non-cash charge in

the yeat, which 1s recorded as exceptional. The
contracts are now in their defects perieds with
appropriate accruals being held to meet any
liabilities The business is attending to these
matters with its supply chain tc enable the
collection of retentions.

Hargreaves Land

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

At the major Blindwells site near Edinburgh,
completion of the first sales of fully serviced
plats to Bellway and Cruden Homes were
achieved and a further conditional sale to
Persimmon was exchanged which is expected
o cormplete in the year ending 31 May 2022,
£6.3m (3020: £8.0rn} of grass infrastructure cost
has been invested in the site during the year,
which is included in Inventory in the Group
Balance Sheet.

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

and consists of 250 hectares of Yand of which
60 hectares is allocated fer employment and
commercial uses with the remainder having
planning cansent for 3,103 residential
properties. The construction of a new spur
road which provides access to the logistics site
has been started with completion expected

in the year ending 31 May 2022.

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

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

the end of 2021.

Central Costs

As noted last year, after allocaung finance

costs 1o the business segments of £0.7m

(2020. £0.5m), Central costs have risen to £3.8m
(2020: £3.3m) as a resu't of increased insurance
costs in a hardening market. These costs are
expected to reduce in the year ending 31 May
2022 but nat by encugh to revert to 2020 levels.

Hargreaves Sarvices plc



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

Hargreaves Raw Material Services GmbH
The Group's German joint venture, HRMS,
contributed £13.6m {2020: £1.6m) to underlying
profit before tax. The second half of the financial
yearin particular has benefitted from stiong
pricing in certain cornmodity markets and the
HRMS trading team, which has always been
adept at taking advantage of market conditions,
has groduced cutstanding results, This is in
conjuncticn with the improvements at OK
which has returned to profitability after several
loss making years prior to the acquisition by
HRMS in December 2015.

The tumaround at DK has been realised through
a combination of management change, cost
reduction and improvements to opesating
processes. These changes have brought benefit
to the Group more quickly than anticipated

DK has also benefitted from strang demand
and pricing in certain markets, particufarly for
pig iron and zinc.

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

Loaking to the year ending 31 May 2022, there
¢an be no certainty that the favourable market
conditions will endure, although as announced
on 22 July 2021, forward trading positions have
been taken out which give confidence to the
Board that HRMS can continue to benefit fiom
these market conditions throughaout the first six
months of the year ending 31 May 2022 at least
After a year of great progress, HRMS is well on the
way 16 becoming a more stable and consistent
provider of material profits to the Group.

Annual Repart and Accounts 2021

Summary

The decision 1o cease coal mining last July and
subsequently to terminate all direct coal retated
revenue generation in Decemnber 2020 was a
significant step in the transition of Hargreaves
away from its traditional business roots The
Group has made substantial progress this year
in positioning each of its businesses for the
future and that progress has been made against
the backdrop of the Covid-19 pandemic. It has
only been achieved through the commitment
and efforts of our employees and my thanks go
o each of them, Great opportunities lie ahead
for the Group and | loak forward to further
progress in the caoming year.

Gordon Banham
Group Chief Executive
27 July 2021

1. Strategic Report
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Operating Review

Hargreaves now has a

clear pathway for growth

and value creation.

Services
Following the cessation of mining and the sale
of all speciality coal inventory, the Services
business has been rearganised to focus on the
key markets of energy, environmental, industrial
and infrastructure. Hargreaves’ customer
offering to these markets includes butk lagistics,
inaterials bandling and specialist earthmoving
but increasingly we are focussed on growing
our capability in mechanical & electrical
engineering, minerals and environmental
services Each of these customer offerings
features similar margins and we are increasing
the amount of work derived from framewaorks
and term contracts to improve revenue visidility.
To address the customer base most effectively,
the management structure is organised into
three business units which comprise these

- offerings being HELM, Industrial Services and
Specialist Earthwarks

HELM

The business unit {previously known as Preduction
and Distribution) has fully transitioned away
from ¢eal and is now focussed on three key
aspects: Environmental, Logistics and Minerals,

Environmentat

Qur eavironmental business unit principally
operates in Scatland and is focussed on the
remediation of former opencast mining sites.
The team secures and spreads organic
recovered material (e.g. sewerage sludge and
recycled compost) to create scil conditions
which meet the approved organic compasition
and structure for forestry tree planting

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

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

a rapidly developing market in the UK.

Logistics

The Group operates a transport fleet of over

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

The medium term focus of the Lagistics
business is to consolidate 1ts position within the
waste and fertiliser markets which are anticipated
to remgzin stable over the next 5-10 years. These
seciors have been largely unaffected by Covid-19
as they are key industries within the UK.
Furthermore, in particular within Energy from
Waste, contracts for service are typically longer
term providing greater visibility of revenue and
stability in profitability

Minerals

The minerals team is drawn from the experience
developed from the Group's wide range of
mining activities, gained aver many years. Coal
mining ceased in July 2020 and subsequently al.
remaining coal inventory was sold, terminating
all material coal related revenue activities. The
team is currently working with Tungsten West
Limited ("TWL) to fimalise the mining plan for the
Hernerdon Tungsten & Tin mine, located in
Deven. TWL acquired the mine from Hargreaves
in late 2019 following the demise of Wolf
Minerals Limited. TWL has appointed Hargreaves
to an exgiysive 10 year mining services contract.
The re-opening of the mine is dependent on
TW proving the mine's viability and raising the
necessary finance. TWL are aiming 10 canclude
these matters during 2021, with mining
operations patentlally commencing in late 2022,

Whilst supporting the Hemerdon miring
project the minerals team is now also praviding
professional services into tne UK quarrying
sector which is a potential sector for further
growth for the business unit

Industrial Services

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

UK

The UK operations are focused on materials
handling around industrial complexes,
supplernented by a growing mechanical

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

and to provide clients with a total solution

ta their needs.

During the year, British Steel efected to take
backin house some services provided by the
business as the self-delivery mode! is favoured
by their Chinese owneis, Jingye, which means
that sevenue is fikely to reduce in the year
ending 31 May 2022.

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

Hargreaves Services pic



Key Markets

24%

1 Sirategic Report

37%

Industrial

20%

Revenue by
Market

Energy

19%

Infrastructure

Asia

Overseas operations are focused on HMong Kong
and are principally concerned with supporting
pawer generation. Buring the year, the Group
has been appointed 10 two three -year
framewark arrangements, both of which have
extension aptions, at the Castle Peak and Black
Point power stations in Hong Kong. These
frarmeworks allow for the provision of
maintenance, repair and refurbishment of boilers,
congdensers and other critical components

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

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

Spacialist Earthworks

Blackwell 1s one of the leading major earthwarks
contractors in the UK and was appointed

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

The subcontract appointment is for 30km of
the HS2 earthworks cenired on Aylesbury in
Buckinghamshire and involves the movement
of nearly 15 million cubic metres of chalk and
clay aver the next four years. The award is the
largest in Blackwell’s 65 year history.

Annual Report and Accounts 2021

The successfut history of Blackweil was built on
the back of major infrastructure projects within
the UK inciuding Heathrow Terminal 5 and the
Olympic Park. This core competency has been
further demonstrated by the successful delivery
of the Al4 upgrade praject. Future opportunities
in¢lide major earthmoving works on other

largs scale energy, transport and infrastructure
projects, particuiarly within the South of England.

Hargreaves Land

The substantial land portfalio arising from the
Group’s historic mining activities is now being
supplemented by additiona| development
opportunities This will altow the Group not only
o continue to unlock and enhance the value

of existing property assets but also create
further value through secwring. developing

and then realising velue on a pipefine of new
development projects.

Hargreaves Land will continue to maintain
broad geographical and sector exposure

and undertake development projects
predominantly on a pre fet and/or forward sold
hasis enabling it to optimise the return on its
applied capital. It ideniifies, develops and then
reatises value from opportunities, either in its
own right or through partnership structures
where appropriate, 1o manage levels of capital
allocation and risk. Hargreaves Land is not
looking to become a property investment
company where capital is tied up for many
years. However, there are certain projects
already owned by the Group that may be held
as investment properties for the medium term
1o supplement income whilst the business is
in its early phases or where value is expected
1o be optimised at 2 later date.

Environmental

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

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

Momentum in the property seciors the
Company is most involved in, notably residential
land and logistics, has continued to build with
sustained strong demand continuing to be seen
from house builders, funders and commercial
occupiers. This is reflected in the exchange of a
further conditional contract at Blindwells for the
sale of a 12 acre plot 10 another national house
builder and the high levels of interest being
received at the Unity development. This gives
the Board confidence that the robust recovery
experienced by Hargreaves Land this year will
continue, enabiing it to deliver as planned and
allow the company to continue to grow across

a number of regions and sectors.

Hargreaves Raw Materials Services GmbH
{(“HRMS")

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



Operating Review continued

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

OK is one of the world's largest recyclers of
ferrous waste materials from the foundry and
steelindustries. It takes waste product and
recycles it into pig iron which is then used in the
manufacture of steel products. During the year,
overhead savings and changes to operating
procedures, combined with favaurable market
conditions, have enabled DK to retuin to
profitability after some lossmaking years.

DK provides foundry operators and steel
manufacturers with an attractive alternative

to simply storing or burying waste material.

Key Performance Indicators

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

The KPis for the Services business include:
tnderlying profit before tax against budget
Return on capial employed against budget
Average working capital against budget
Lost time accident ratios against annually
determined minimurn {argets
“Near Miss” reporting

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

Group level KPls include;
Underlying profit before tax against budget
Net debt (inclusive of feasing debt}
against budget
Lost time accident ratios against annually
determined minimum targets

The Group achieved all of its KPls in the year
ended 33 May 2021. Similar challenging KPls
have been set for the year ending 31 May 2022,

Summary

Foliowing the cessation of coal related activities,
the Group's operations are continuing to evolve
and adapt 1o the challenges and opportunities
in the broader market. The emphasis on growing
the mechanical and electrical engineeting
capability within Industrial Services and the
maturing of Hargreaves Land have been ongaing
for a litsle while now. | am particularly excited by
the new opportunities being identified in both
Minerals and most notably Environmental
Services. These markets and a focus on
operations where we have already established
our capability and reputation provide a clear
pathway far growth and value creation,

By order of the Board

Gordon Banham
Group Chief Executive
27 July 2021
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Financial Review
John Samuel,
Group Finance Director

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

Resuits

Group revenue from continuing activities was
£204.8m (2020; £222 2m) with underlying profit
before tax of £21.2m {2020: £4.9m). The reduction
in revenue is primarity due to the delays
experienced on the HS2 project within Specialist
Earthworks. Underlying profit before tax is
defined by the Board as profit before tax prior

to exceptional iterns, impairment of intangible
assets and fair value gains on acquisition.

The inciease is mainly attributable to the
pesformance of the Group's joint ventures which
contributed £177m (2020: £1 6m) to underlying
profit before tax. This is a key performance
incticator for the Board in measuring the Group's
financial performance throughout the year.

The Group Incurred net exceptional charges

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

Netfinance expenses were £1.2m [2020: £1 3m).

The Group recorded £17.7rn [2020: £2.1m) of
profits from joint ventures. Of this, £13.6m was
atriburable to the German joint venture which
is stated after tax in accordance with IFRS and
£4.3m was attributable to the Unity joint venture
in Hargreaves Land. That surn is stated before
tax as Unity is an LLP.

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

Taxation

The incorne tax credit for the year is £2.0m
(2020 £2 1m). The credit has been heavily
impacted by the change in the rate at which
deferred tax is measured increasing from 19%
to 25% which creates a credit of £2.7m In the
prior year, the change in tax rates created a
£09m credit
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in 201, after taking professional advice, the
Group engaged in a disclosable tax planning
scheme relating to leasing, the fegality of which
has been challenged by AMRC. In previous
years, the Group has paid all cash payment
obligations in refation to the s¢heme to HMRC,
The Board has been advised that the scheme
was lawful The matter was heard by the First
Tier Tribunal in June 2019 and in a decision
released on 23 Masch 2020, the determination
was in favour of HMRC. Following further advice,
the determination has been submiited for
appeal. The Group is one of five appellants in
the matter, who would benefit from a successful
outcome of this case It is not yet known when
the appeal may be heard. The Group is not
carrying any asset related ta this case and has
provided for associated professional fees.

Cash Flow

The profit for the year of £16.4m (2020: £4 3m)
generated net cash inflow from operating
activities of £45.2m (2020: £73m outflow)

after adjusting for depreciation of £6 5m

(2020 £19.3m) and other tems. The movemernt
in working capital for this year was a cash inflow
of £48.1m (2020: outflow of £26.2m). The sale
of all coal inventary, including the speciality
coal inventory scld to HRMS in December 2020
for £24m, was the major factor in releasing
working capital.

Investing activities contributed £5.8m (2020:
£9.1my} of cash following the receipt of £20m
(2020: £12.2m) in proceeds of disposal of
property, plant & equipment, right of use assets
and investment property. £38.1m (2020: £3.8m)
of the cash generated from the above was
applied in repaying banking facilities and
paying the capital on lease conteacts. After the
payment af £2.3m (2020: £14m) in dividends,
there was a net increase of £9.8m (2019: £31m
decrease) in cash balances to £28.3m (2020:
£18.5m). After deducting debt of £11.8m (2020
£46.6m), all of which was comprised of leasing
debt (2020: £14.6m of leasing debr), the Group's
Net Cash position was £16.5m {2020: £28.1m
net debt).

Capital Expenditure

Capital expenditure including that on right
of use assets and investment properties
totalled £6 4m (2020; £71m). Depreciation for
the year was £6.6m (2020: £19 3m) with the
reduction being mainly due to the cessation
of mining activities.

Banking Facilities

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

Pensions

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

are related to the former mining cperations

at Maltby Colliery. Under the assurptions used
to calculate the schemes’ position at 31 May 2021,
an asset of £29m (2020: £0.8m liabifity) has been
recorded This exciudes the £2.9m (2020, £3.0m)
liability associated with the unfunded
congessionary fuel scheme. Contributions in the
year of £2.0m (2020. £1Sm) have been offset by
interest and expenses of £0.2m (2020: £0 3m)
and net changes in actuarial measuremenis

of £2.0m (2020: £1 1m). The actuarial movement
is accounted for through the Statement of
Other Comprehensive tncome. The next
triennial vatuation of the schemes is due as

at 31 December 2021.
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Covid-19

The Group has taken advantage of the UK
Government's support for businesses impacted
by Covid-18.In the financial year, £0.8m (2020
£0.5m} was claimed under the Coranavirus Job
Retention Scheme. Additionally, as permitted
by law, the Group deferred £4.8m of VAT
payments. These were accrued and are being
paid in instalments aver the pericd from March
2021 to March 2022.

Dividends

The Board is recommending an unchanged
final dividend of 4.5p {2020: 4.5p) per share
bringing the total for the year to 7.2p (2020:
4,5p). Additionally, the Board is proposing an
additional dividend of 12p {2020: nil p) per share
which will be paid at the same time as the final
dividend. This dividend is being funded by the
receipt of an equivaient amount fiom HRMS.

Share Capital

There are 33,138,756 (2020. 33,138,756} ordinary
shares of 10p each in issue of which the
Company holds 827150 (2020: 856,410) in
treasury. During the year, 29,260 (2020; 154,796)
shares were released from treasury to satisfy
the exercise of share options.

Annyal Report and Accounts 2021

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

any foreseeable cash requirements A 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
Therefcre, and after making appropriate
enquiries, including reviewing budgets and
straiegic plans, the Directors have a reasonable
expectation that the Company and the Group
have adequate resources to continue in
operational existence for the foreseeable future.
Accordingly, the Board continues 1o adapt the
going congern hasis in preparing the Annual
Repart and Accounts.

John Samuei
Group Finance Director
27 July 2021

1. Strategic Repart
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Audit & Risk Committee Report
Nigel Halkes FCA, Chair of the

Audit & Risk Committee

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

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

Membership of the Committee

The Committee consists of the four Non-Executive
Directors and is chaired by me as the Senior
Independent Non-Executive Director, The
composition ¢f the Committee has changed
during this financial year with the additicn of
Nicholas Mills following his joining the Board
on 9 September 2020. The Board beligves that
the Committee members have the skills,
qualfications 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 Commitiee met on four occasions during
the year with all members at the time in
artendance, 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
auditor met with the Committee without any
of the Executive Directors being present. The
internal auditor attended two of the meetings.

For the financial year ending 31 May 2022,

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

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

Terms of Reference of the Committea
The Committee is established by and is
responsible to the Board. it has written terms
of reference, which are avaifable 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
Committea’s remit.
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The Committee is responsitle far reviewing

a wide range of financial reporting and related
matters including the half-year and annual
accounts before their submission to the Board.
In particular, the Committee is required 10
consider ali 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 appointment, independence and
abjectivity of the external auditor and on their
remuneration both for statutory audit and
non-audit work. It also discusses and agrees
the nature, scope, planning and timing of the
statutory audit with the external auditor,

The Comemittee is also responsible for
monitoring the internal controls that are
operated by management to ensure the integrity
of the information reported 1o the shareholdars.
An internal audit function, which reports directly
to the Chair of the Audit & Risk Committee,
supports the Committee in this pracess. The
Committee reviews the approgriateness of the
annual internal audit programme for the Group
and ensures that the internal audit function is
adequately sponscred and resourced

Additionally, the Committee receives reports on,
and is responsible for, reviewing the Group's
arrangements and processes which exist for
employees and others 1o raise concerns over
passible wrongdoing in financial reporting

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

Activities of the Committee

During the year, the Committee’s principal

activities comprised:

+ Reviewing and approving the Internal Audit
programme for the year and monitoring the
progress and outcome of that, including
reviewing reports from the Internal Auditor;
Reviewing the Quarterly Risk Report and
recommendling appropriate actions and
responses (o the Board,

Receiving cuarterly reports on legal actions

which the Group is concerned with;

Receiving reports on any whistleblowing

matters;

Reviewing and approving changes in the

Group's internal control paticies and procedures;

Reviewing the Group's procedures in respect

of GDPR;

Reviewing the draft interim financial statemenits;

Reviewing and approving the audit plan

proposed by the external auditor;

Reviewing the draft report and accounts

for the year ended 31 May 2021 and

recommending their approval to the 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
o Contract revenue, Contract provisions,
impairment of assets and goodwil,
mining restoration costs and provisions
and post retirement employee benefirs;

- Considering the assumptions used to
support the adoption of the going
concern basis of accounting raking into
account the potential impact of Covid-19;

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

- Reviewing the ESG reportincluded in the
annyal report.
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External Auditor

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

All non-audit services to be pravided by

the external auditor which exceed £10,000

in cost must be apgroved by the Committee

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

of non-audit services were provided by
PricewaterhouseCoopers LLP relating to
miscellaneous assurance services, The
Committee is satisfied that the provision of
these services, did not compromise the external
auditor’s independence.

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

in the long form Audit Report. The Committee
recommended 1o 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 General Meeting.

Internal Audit

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

is designed to test the effectiveness of the
internal cantrol systermns 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 improvernent made by
the internal audit function. The use of computer
aided audit techniques to monitor iransactional
data using the Group’s existing management
information systems alse continue to be
developed and monitored, improving the
efficiency. scope and effectiveness of the
Internal Audit function,
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The 2020/21 programme ingluded reviews

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

were (equired to complete a self-assessment
questionnaire around their key financial controls
belure internal Audit carried out targeted
testing of particularly high-risk areas to ensure
that the controls were operating as described.
Procurement processes acrass the Group,
compliance with and testing of the calculations
of surms claimed under the Coronavirus Job
Retention Scheme and the design and
effectiveness of new systems in Hong Kong

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

The 2023/22 programme will again include
cyclical reviews of compliance with the
Approvals and Authorisations Mandate, key
financial controls and various regulatory
requirements. Assurance will also he provided
around the contract management framework
in place for the HS2 cantract, the setting and
mgnitoring of customer credit limits, access
to IT systemns and applications and incident
reparting processes in the coming year
Comgliance with the requirements of IR35
and the Censtruction Industry Scheme (C15)
will also be reviewed in 2021/22

Risk Management

The internal audit function reports quarterly

to the Committee on the key risks identified by
the Beard as being sc material that they need
to be regularly monitored as tc whether those
risks have increased or decreased during the
period and what remedial actions may need
10 be taken to counter them, Risk registers at

a Business Unit level are reviewed on a quarterly
basis, with any matenal changes being
escalated tw 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.

with the cessation of mining and the sale of
specialty coal to the MRMS joint venture, the
risk of a sudden decline in the coat marker Is
no longer seen as a material sk to the Group
and has therefore been remaoved from the
{orgorate Risk Register. The risk related to
the Failure of a Material Business Unit is now
focussed on the Group's Joint Venture in
Germany, HRMS, as it is conteibuting an
increasing amount of profit 1o the Group and
where the Group has a material amount of
capital deploved.
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Going Cancern Basis of Accounting

The Group has material assets and financial
resources at its disposal together with robust risk
management and capita! allocation processes.
The Group's cash flow model prepared as part of
the annual budget and five-year plan process
was subjected to a number of stress tests. These
included measuring the impact of the deferral of
certain specific anticipated revenues ffor exarnple
in Hargreaves Land and in Specialist Earthworks)
atongside other mare general sensitivity tests
related to reductions in revenue, Additionally, the
model was tested for resilience both with and
without the availability of the new £12m Invaice
Discounting facility. These assumptions and
sensitivities were subjected to thorough analysis
and review by the external auditor. The
Committee questicned both managernent and
the exiernal auditor on the assumpticns and
testing they had applied and were satisfied to
recommednd 1o the Board that the going concem
basis of accounting remains appropriate,

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

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

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

The Group 1s exposed to 2 nurnber of risks,
which it must assess, manage and control in the
ardinaty course of business in the interest of all
stakeholders to deliver shareholder valye, It is
accepted that some risks may never be entirely
eliminated. However, the Board recognises that
itis essential that managerment have rabust risk
management systems and practices in place

to identify, assess and prioritise the mitigation
of risks affecting the Group

Safety, Health and the Environment

The Board has identified that the risk of

a material incident in the areas of Safety, Health
and the Environment (SHE) fs a particularly
significant area and, as such, the Board
continues 10 receive 3 detailed monthly report
from the Group Head of Health & Safety. The
Group’s approach to SHE is set out below.

The Board's vision is to maintain an enviconment
where all its employees, contractors and third
parties experience zero harm as a result of its
activities. To achieve this, the Group takes a
proactive approach and is committed o
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, customers 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 ovesali responsibility.

All businesses have formulated and implemented
SHE management arrangements consisting of
competent staff along with policies, procedures
and objectives to meet both legislative and best
practice requirements. SHE performance and
delivery is ingrained i the operational delivery
and day-to-day activities and not seen as a bolt
on ta each business. Where appropriate the
management procedures are externally certified
to internationally recognised standards,
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Alongside management systers and legal
compliance, the Group recognises the benefits
that effective feadership and the setting of clear
expectations has upon workplace behaviour.
Therefore, the Group has visible performance
metrics, which are communicated at akt 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 plans to carry out annual randem site
visits each year 1o see SHE processes at first
hand and 1o emphasfse 10 employees the
mportance the Board places on SHE activities,
Due to the Covid-19 site arrangements with
regard to visitors these visits have not been
possible during FY2020/21 but are planned

1o recommence shortly,

The Group has been intensely focused on
managing the ongoing risk to the business
posed by the Covid-19 pandemic. A Covid-19
steering Group remains in place to ensure a
consistent approach is applied across the Group
with regards 1o the application of best practice
in keeping our work envisonments Covid-19
secure and to also ensure a fair and caring
approach o employee management and
support, As local 2nd national controls change
then the Group reviews on a regular basis the
working practices required for both legal
comphiance and effective operational
management. An ongoing audit and inspection
process is in place in all work kocations to ensure
controls relevant 1o the risk of infection are in
place and adhered to at all tirmes.

During the last 12 months the Board is pleased
to note that the Group's safety performance
continued to improve through the delfivery of
identified imptovernent plans and objectives, In
March 2021 the Group achieved the significant
milestone of being lost time incident free for
afullyear Alongside this was a marked decrease
in the number of plant reiated incidents and
reported environmenial issues. We have noted
an improvement in the proactive safety measures,
including a signiticant increase in the numbers

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

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

Insurance

Following the appointment of Marsh as risk and
insurance advisor during the second half of the
previous financial year, the Group has worked
closely with Marsh ta develop processes and
reporting in respect of motor and liabilty
claims. This has resuited in the Graup having
greater insight in respect of ongeing claims,
historic claims and claims trends, which has
resulted in an improved understanding of risk
in relation 1o the Group's operational activities.
In addition, risk management improvements
have been implemented (and will continue o
be developed and implemented in the future)
fallowing a review by Marsh of the Group's
motor fleet arrangernents.

Corparate Risks
The Board undertakes a fuil annual review of
the Group's risk profile and strategic approach
to risk in light of the ongoing substantial changes
to the Group's operations. A condensed
high-level Risk Register, which identifies nine
areas of corporate risk which the 8oard has
determined are the most critical, has been
reviewed and updated 1o reflect the Group’s
current risk profile. With the cessation of mining
and the sale of specialty coal to the HRMS joint
ventyre, the risk of a sudden decline in the coal
market is no longer seen as a material risk to the
Group and has therefore been removed from
the Corposate Risk Register. These areas of risk
were selected on the basis that a materiat
adverse event in any one of them could
potentially either:

prevent the Group from achieving its

financial or operatianal objectives or

cause matenal loss or damage ta the

Group's assets or reputation
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The identified are2s of risk are monitored,

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

each area has increased or decreased in the level - Fraud
of risk and where necessary corrective actions « T Security
are implemented. .

The areas of ¢ritical corparate risk which have .
been dentified are as fallows. .

Contractual Risk

Recruitment & Retention of Key Individuals
Regulatory & Legislative Complance
Environmental Risk
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Failure of a Material Business Unit
impact of Covid-19

With the cessation of mining in July 2020, the
sudden decline in coal markets is no longer
amaterial risk to the Group and has therefore
been remaoved as a corporate risk,

Liquidity & Credit Risk

A 1able describing these risks and the mitigations in place throughout the Group to protect against them is set out on pages 1510 17,

Key risks

Mitigation

Contractual Risk

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

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

Requirement for legal review of all potential contracts which meet the agreed
ciiteria, detalled within the Delegated Authority Mandates. .
Recruitment and emplayment of suitably qualified and competent peisonnel
at all levels to undertazke works to minimise risk refating to defective works
and associated warranty claims.

Targeting of contracts where scope of work fits core competency of

available resources.

Contracts have specific risk registers, which are prepared at tender stage and
maintained throughout the progress of the cantract. These registers highlight
the potential risks inhesent 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 provision of remuneration and terms of employment that are competitive

the industry knowledge and experience, without which, our
strateqic objectives may not be achieved. If the Group is unable to
recruit of retain both key executives and skilled employees, this
could adversely affect the Group both operationally and financially.

in the market,
Identification of key strategic roles across the Group.
Succession planning for these identified key strategic roles

Regulatory and Legislative Compliance

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

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

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

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

Annual Report and Accounts 2021
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Risk Management continued

Keyrisks

Environmental

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

the mining of coal present environmental risks which may attect
not only the Groug's property but also property belonging to
tnird parties.

Provision of clear guidance on the erwironmental standards which the Group's
operations must aghere to.

Compliance with laws, requlaticns and industry best practice is a priority across
the business.

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

The Group is in the process of developing s procedures for compliance with
the requirements of the Taskforce for Climate-Related Financial Disclosures
which are set outin the ESG section of this report.

Fraud

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

Fraud risk management policy is in place across the Group

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

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

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

IT Security

There is 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
[T increases the potential for sophisticated cyber-attacks to target
the Group's compuler systems, infrastructure, networks and
personal devices with the intention of paralysing cperations

for an immeaswable amount of ume, carrying material financial
and reputationat imphicatons for the Group.

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

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

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

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

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

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

Liquidity and Credit Risk

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

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

The Group’s trading relationships require contract and credit
exposures to specific customers that are material 1o the results

of the Group, sometimes over a long period. Credit sk arises from
the possibility that customers may not be able to pay their debts.
No single customer represents mare than 139 of the Groug's
debtors at year end.

Whilst the Groupisin a positive cash position, it maintains strong relationships with
prospective lenders and seeks to put in place approgpriate finance fadifities aligned
10 both the short and medium-termn requirements of the business with sufficient
flexibility to manage fiquidity fluctuations within reasonable parameters.

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

the annual in-depth going concern review

The Group regutarly assesses the financial reliability of customers.

The Credit Cantral function dlosely monitors and chases any overdue debts and
the majority of the Group’s trade receivables are due for payment within 45 days.
The Groug remains vigilant to monitoring and controlling counterparty exposures
that are material 1o the resuits of the Group. All such exposures are carefully
considared before contractual commitments are made to take accaunt 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 5 1n place Group-wide 1o control
investrmentin illiquid assets
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Key risks

t Strategic Report 2.

Mitlgation

Failure of a Material Business Unit

. The Board assesses that the failure of HRMS in particular would
create @ material risk to the Group. HRMS is a key supplier of specialist
raw materiats to major European customers in the steel, foundry,
smelsing, ferroatioy, sugar, limestone, insulation, refractory and
ceramic industries, HRMS has invested in the censtruction of

a carbon pulverisation pfant and owns a matenal steel wasta
recyciing business, however this has not yet achieved critical mass.
The Group's share of HRMS profits represents a material contribution
1o the Group profit before tax HRMS is independently funded

from the Group, however HRMS owas the Group substantial

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

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

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

Monthly financial informaton is stbmitted te the Group and subject 1o review
by Group Finance,

Impact of coronavirus

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

Pandemic policy has been issued to all staff.

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

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

IT systerns in plage to enable key employees to work friom home and rabust
contrals implemented in bath office and site working environments providing
appropriate social distancing and hygiene measures.

NigelHalkes FCA
Chairman of the Audit & Ris)
27 July 2021

Annual Report and Accounts 2021

17



ESG Environmental, Social & Governance

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

Environmental . .Sou:I the
Monitors and reports cxammes :wa e
how the Company ompany manag

its relationship with
employees, suppliers
and communities

controls its impact
on the environment

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

Delivering services to the indystrial and property sectors, Hargreaves has created a Cross-Business Working Groug (ESG Group) to assess procedures,
review methods and identify goals to ensure the business is informed, educated and can act on its ongaing ESG respensibilities. The ESG Group will work
towards fulfilling the regquirements of the Task Force on Climate-related Financial Disclosures (TCFD). The ESG Group's findings will form an integral part of

future financia! reports and investor presentations and will be regularly reviewed at Board level.

Governance Strategy Risk Management Metrics & Targets
In light of forthcoming TCFD As part of the Board’s approach We have established a The Group currently measures
requicemenits, the Board is to developing its strategy, Cross-Business Working and reports on the Energy Savings
developing its palicy towards the climate-related risks and Group 10 evaluate processes Opportunity Scheme (£50S), Scottish
oversight of climate-related rigks opportunities will be identified and management reporting Pollutant Release nventory (SPR))
and opportunities. over the short, medium and long methodology in respect and Strearnéined Energy and Carbon
term and the Group's plans io of climate-related risks Reporting (SECR).
address them will be developed. and opportunities.

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

As a direct result of the cessation of
mining in July 2020, the Group ¢an
report 8 37% reduction in methane
emissions and a 35% reduction in
€O, emissions compared with 2019
at House of Water.

The &5G Group is developing a
strategy far TCFD going forward
and planning to report and develop
metrics as it progresses

18
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Environmental

Social

1. Strategic Report 2, 3

Governance

Safety, Health and Environmental (SHE)

The Board's vision is 1o maintain an environment
where all its employees, contractors and thied
parties experience zero harm as a result of its
activities. To achieve this, the Group takes

a proactive approach and 15 committed to
achieving the highest standards of safety and
health management and the minimisation of
adverse environmental impacts.

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

All business areas have formulated and
implemented Safety, Health and Environmental
(SHE) management arrangerments consisting

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

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

1. Zerotolerance to drugs and 2lcohol

2. Risk assess everything you do

3 Waork safely and challenge unsafe acts

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

All policies, pracedures and objectives meet
both tegislative and best practice requirements.

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

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

The Group's Environmenta! Palicy Staternent
commits us to ensuring that protection and
enhancement of the environment is embedded
in our Company values and encourages our
suppliers and supports our customers in
adopting a similar approach. Additicnally, our
procurement processes require us to evaluate
our suppliers’ envirenmental approach as part
of our supplier approval process.

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

Ouring the recent Covid-19 pandemic, risk
assessments were completed and shared
appropriately. Stringent cleaning, handwashing
and hygiene procedures were implemented, in
line with government guidehnes. Additionally,
alt reasonable steps have been taken to
maintain a two mette distance between
warkspaces along with adequate ventilation to
support those unable to work from home and
to enable a safe return to the workplace when
goverament guidelines allow,

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

Health and Safety

EMS certification - ISO14001:2015 and
150450012018

ESOS - Energy Savings Opportunity Scheme
SPRI - Scattish Petfutant Release Inventory
SECR - Streamlined Energy and Carbon
Reporting

CSR Fund 1o support local groups and charities -

Donations to community activities which

employees and ther families are involved with -

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

Whistleblowing pclicy

Code of Ethics statement

Modern Slavery staterment
Artti-Corruption & Bribery policy

Fraud Risk Management policy

Socia! Media policy

Sustainable Supply Chain policy

GDPR - Information Governance policy
1509001:2015 accreditation

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

Environmental
Engagement

The Group recognises the potential impact of
its activities on the enviranment. The Group is
committed to mitigating its impact on the
envirgnment through the applhication of robust
Envircnmentat Management Systems (o review,
manage, control and improve its environmental
performance on an ongoing basis. The Grougp is
committed to demonstrating its environmental
performance improvement in accordance with
all relevant legistation through robust
measurement systems and 2ppropriate goal
selting, tracking and reporting, [t is the Group's
intention to achieve its business aims while
meeting rising enviranmental standards.

The Group seeks to:

. Camply with all relevant environmental
legislation and agreements

«  Use best practice {0 contral its impact on
the environment

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

« Prevent pollution to land, air and water
throughout its operations

- Set, and regularly review, objectives and
targets to reduce its envirenmental impacts
through cantinucus improvement

« Integrate a robust Erviranmental
Management System based on a recognised
international standard into its Business Units
and activities

- Waork with suppliers and customers to reduce
the environmental impact of pyoducts and
transport sesvices and ensyre that
procurement policies consiger the potential
impact on the environment

.+ Manage transport in an efficient manner
0 reduce the impact 0 the environment

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

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

- Communicate the Group's environmental
strategy to all employees through training,
information and supervisians ang make it
available to stakeholders and third parties
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We provide services to the Scottish Mines
Restaration Trust {(SMRT) in refation to the
resteration of farmer opencast coal mining sites
that were previously owned and mined by third
parties that went into liquidation. SMRT is an
independent non-profit making organisation
which restores old opencast sites, bring/ng
them back into community use, The Group

has worked closely with SMRT since 2014 in

the pravisian of site management and otfer
services as part of the restoration of seven
former opencast coal mining sites for the
benefit of focal communities and other
community interest groups. Where applicable,
we measure gas oil consurnption and waste
production against specific project criteria; the
former having the greatest carbon impact.

One of the key activities of Hargreaves Land

is the redevelopment of brown field sites 1o
bring them back inte productive use for both
residential and employment purposes. At the
present time over 1200 acres of brown field
land 15 in the process of being redeveloped
by the Company. In addition to enabling the
developrment of new homes and creating
employrment opportunities, an impertant
aspect of these brownfield site developrents
is the creation of new ecological habitats that
enhance and expand biodiversity and the
redevelopment of such brown field sites
hzlping to reduce the development pressure on
greenfield land and minimise adverse impacts
on the eavironment,

From its £S0S report, the Group has identsfied
three areas of potential energy saving
opportunities. Oppartunity One - continue

1o build on the work the Logistics business

is undertaking in terms of fuel energy
management systems and energy efficiency
programmes through driver awareness training.
All drivers underiake training to enable them to
drive efficiently, including reducing coasting,
engine idling and harsh braking, and awareness ™
of Green Band optimisation. These key factors
are monitored, along with driver behaviour, by
tefematics and ultimately use less fuel,
consequently reducing the cost and emissions
of each truck in the fleet; Opportunity Two -
identify where benefits can be gained by
monitaring, analysing and acting on the data
obtained directy from our yellow plant assets
via the manufacturer’s on-board telemetiy
systemns, attempting to reduce idling time; and
QOpportunity Three — determine if there are any
econgmic, operatianal and envirgnmental
benefits frorn using Hydrogenated Vegetable
Oil (HVO) to power an HGV in comparison o 8
standard diesel-powered HGV. Notwithstanding
the 15% increased cost of using the HVG, initial
trial findings indicate a 0% reduction in CQ,
emissions per truck, compared to those
powered by diesed, over similar mileage and
MPG. A 10% reduction in AdBlue usage was also
identified. For each area of significant energy
consumption, an energy audit showed
compliance with the ESOS Scheme. Within the
Logistics business, where our fleet may carry
dangerous goads, this is monitored by Total
Compliance in accordance with ADR, (DG and
DGSA regulations. Findings are then analysed,
and any recommendations imptemented.

Tonnes af CO,e Tonnes of CO e Reduction
Scope 1and 2 Global GHG emissions: 2020 o1 %
Combustian of fuels in operations
and services provided 45063 19236 58.2%
Electricity, steam, heat and cooling for own use 676 546 19.29%
Total footprint 46,739 19,782 57.7%
Emissians reported above per employee 268 157 41.4%
Scope 3
Busingss travel {air, rail and vehicles) 2,207 2,163 20%
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In compliance with Streamlined Energy and
Carben Reporting (SECR) regulations, the Group
publishes its annual global emissions using
“tennes of CO, equivalent” for all fully
consolidated subsidiaries on the same basis
used for annual accounts preparation. The
reporting period for Green House Gas (GHG}
emissions is 1 June 2020 14 31 May 202t The
table below highlights the reduction in GHG
emissions for this reperting period compared
1o the previous year.

Many of our offices are fitted with energy saving
auta-light switches which are tiggered by
movement. This lighting automatically swaches
offin low traffic areas and during non-office
heurs. Additionally, Group offices recycle paper,
envelopes and card which is disposed of
esponsibly by a third party.

Due to the diverse nature of the Group, different
Business Units hold differans environmental
accreditations. Both our business in Mong Kong
and our Specialist Earthwarks business are
accredited to 15045001:2018 and our UK Industriat
Services business and Logistics business both
hold KO14001:2015 and I5045001:2018, in additian
1o [S0O%001:2018S.

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

A pilot programme for carben capture, through
tree planting at Chalmerston, with the potential
sequester of 75000 tennes of carbon, i being
investigated The business is currently working
with its partner, Birken Tree, to drive this initiative
forward. Additionally, following restoration work
at the ex-surface mining site of Powharnal in
Scotland, 200,000 trees have been planted on
the approximate 418 hectare site

Annual Report and Accounis 2021

Cur Envirenmental Services business has
already remediated over 1,800 acres of
ex-mining tand with the potental for a further
large landbank within the Group, which could
allow us 1o continue this sustainable work for at
least the next 5 years. The business believes that
following this additional land recovery, it could
further enhance the sites by tree planting, which
waould create carbon capture opportunities.

Fallowing the gilot programme at Chalmerstan,
the plan would be 1o investigate other disused
mining sites to understand if they too could be
remediated, restored and ultimately trees
planted in order to enhance the Group's carbon
capture capability. Hargreaves Environmental
Services is developing their expertise in the field
of carbon sequestering and trading in arder to
not only assist the Group but also consuit and
partner with other 3rd party companies on how
they 100 can build volumes of forestry carbon
capture sites.

1. Strategic Report
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ESG Environmental, Social & Governance continued

Social Engagement

Engage our People

At Hargreaves, people are our most important
asset, and their safety and wellbeing is our
number one priciity. Fostering openness

and respect are our key objectives, We value
everyone and strive 1o work as a cohesive team,
We invest significantly in our peaple and their
working environment by creating and
maintaining a safe and healthy working
environment and ensuring their ongeing
professional and personal development.

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

a scheduled health surveillance programme.

Ta identify how the business can improve,
we utilise engagermnent surveys, employee
communication meetings, monthly update
calls, newsletters, and e-shots. We feed back
results through these channels and our “You
Said - We Did” boards, to hold us accountable
for identified actions.

The Group provides a confidential
whistleblowing hotling, which enables all
emgployees to report their work-related
congerns to Safecall, an external and impartial
crganisation, These concerns are then passed
onto the Group's Whistleblowing Qfficer with
complete angnymity, who will then complete
a thorough investigation and advise any
relevant actions to be taken. These matters are

reported to the Group's Audit & Risk Committee.
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We also provide an Employee Assistance
Programime (EAP] - “Better Together”, This is

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

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

The Company is committed to providing a
range of development opportunities to enable
its people 10 maximise their potential for the
benefit of their own career aspirations and the
needs of the business. Additional education

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

and homewaorkers,

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

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

we provide commercial training schemes for
trainee HGV drivers.

During the recent Covid-19 pandemic, whilst
our empioyees adapted exceptionally well to
the various challenges and restrictions, Qur
focus was on flexibility, focusing on supporting
our emplioyees with all aspects of ther lives
from working at home, to childcare, to being
available whenever they need a chat to discuss
their mentat health and wellbging

The Groug is working with a mental health
specialist 10 train identified individuals a5 Menral
Health First Aiders. These First Aiders will be
trained to spot the early symptoms of a variety
of canditions, such as stress and depressian,
and to signpost individuals to their GP or an
appropriate crganisation.

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

Support Local Communities

The Group believes in teamwaork, and we

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

all the while benefitting from the satisfaction
our colleagues gain from working together and
helging athers. For the financial year beginning
1 June 2021, the Group has designatad a special

“We continuously engage with our people at a local and
Group level. We do this through communications and
engagement, information, and consultation, to assist
them in realising their full potential. Our communication
forums include messages from our CEQ, Safety Forums
with elected employee representatives and Managing
Directors’ quarterly business updates.”
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CSR fiinrd whirh will be used to suppoit
charities, as well as local groups and initiatives
that employees are actively invalved with.

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

On an annua! basis, we support the naticnal
Jeans for Genes Day and Breast Cancer Now
campaign Additionally, during the Covid-19
pandemic, the business replaced our annual

Secret Ganta eveal, upling istead o provide
essential supplies 1o a local food bank.

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

1o 8 Community Fund for the pravision of
environmental improvernents and other
benefits 1o local communities. A total of £93,000
was contribyted to the Community Fund for
distribution 10 local community projects.

More recently, industrial Services supported the local community of Rotherham by providing
materials, free of charge, to help re-site @ WW1 memorial. The fitting tribute is ance again on

display for the community.

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

by the local community.
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Governance

As part of the development of our governance
structure te manage environmental and social
risks, and opportunities, we have established an
ESG Cross-Business Working Group to review
the Group's strategy on environmentai and
social matters, The £5G Group Is 3 cross-
functional working group led by a Business Unit
MDD and works alongside the Business Units to
collect information for gur climate related
disclosures and to assess the opportunities
which climate change might afford the Group.
The ESG Group glso aims to ensure that we
have a consistent group-wide approach to
assessing erwironmental and social issues
including climate related risks and mitigation.
Furthermore, the ESG Group also considers
future strategy on managing cimate related
risks and disclosures particularly in light

of the forthcoming implementation of the
recommendations of the Taskforce on
Climate-related Financial Disclosures (TCFD).
When those requirements are determined, the
£5G Group will develop appropriate targets and
metrics and evolve proceduses 1 deliver them.

The ESG Group reports to the Audit & Risk
Committee. The Board hasimplemented
policies in respect of governance matters
listed earlier in this statement, which outiine
the Group's approach and governance
arrangements in respect of particular
environmental and social matters. The Board
will continue to develop its governance
arrangements in respect of erwironmental and
soclal issues in the forthcoming year, including
changes iequired as a result of the requiremeants
of TCFD. The Group's other Corporate
Governance procedures are set ut on pages
291032,
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Board of Directors

Roger McDowell (aged 66}
Non-Executive Chairman

Roger was appointed Chairmar of the Company
and the Nominations Committee ont 1 August 2H8
after joining the Board in May 2018 He isalso a
member of the Remuneration and Audit & Risk
Committees. Roger spent his executive career
waorking in hiis family's business, pipeline products
distritutor Qliver Ashwarth. He was Managing
Director for eighteen years, leading the business
through dramatic growth (from £im to £100m
tumover), main market listing and ultimate sale

10 St Gobain, Thereafter he has taken on Chairman
or non-executive roles in private equity backed and
listed businesses in a varlety of sectars including;
engineering, manufacturing, waste management,
renewable energy. financial services, IT, and
telecoms. Roger currently serves as Chairman of
Avingrrans plc_He s also a Non-Executive Director
of Tribal Group plc, Prateome Sciences plc, British
Smalter Companies VCT2 PLC, Brand Architekts
Graoup ple, Flowtech Fluidpower plc, Dovehoco
201 Limited, Disperse Ltd and Augean pic.

David Anderson (aged 54)
Group Property Director

David joined the 8card as Group Property Director
in November 2018. David joined from Henry Boot
Developments Limited, the principal property
developrnent subsidiary of Henry Boat PLC, where
he had served as a Director since 1996 and as
Managing Directer since 2005. He led the growth
in revenue of that business from less than £10m

in 2605 to over £220min 2017 David's 25 years of
experience and success in the field of property
development brings the appropriate knowledge
and understanding of that market necessary 10
assist the Group's growth in that business area.
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Gordon Banham (aged 57)
Group Chief Executive

Gordon was Managing Director of his famity firm,
F Banham Limited, untif 1934 when he negotiated
its sale to Charrington Fuels and was appointed

as General Manager of the combined businesses.
On the acquisition of Charringtens by the CPL
Group in 1995, he was miade Distribution Director
resporsible for the enfarged group's coal distribution
activitles. Gordon joined Hargreaves in 2008,
subsequently being appoinied as Group Chief
Executive, He led the management buyout of the
Company in 2004 and its subsequent flotation on
the Londan Stock Exchange the following year,
Gordon's knowledge of the Group and its various
business interestsis unrivalled, and he continues
to have a detailed involvement in all material
matters with which the Group is engaged.
Gerdon is currentdy a Director of Robertson
Homes (East Anglia) Limited.

Nigel Halkes (aged 65)
Non-Executive Director

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

also a rnember of the Nominations Committee.

He is & Chartered Accountant and was a partner

at Ernst & Young for 25 years, 1ising to become
Managing Partrer of Markets for the UK and

Ireland, responsibte for the firm’s growth strategy,
key relaionships, and business development.

He retired from Emnst & Young at the end of 2013 to
pursue a portfclic non-executive career spanning
the public, private and charitable sectors. Niget is the
Deputy Chair of Visit Englard and is a Non-Executive
Director of Tribal Group pic and is a Trustee of Polka
Children’s Theatre, Nigel's extensive professional
expertence brings rigour and insight to the Board
particularly with regard to financial accounting and
risk management.

John Samuel (aged 64)
Group Finance Director

John is a Chartered Accountant and qualified with
Delgitte & Coin 1981. He became a partner with
Baker Tilly in 1986, leaving that firm to join Filtronic
plcin 1991, leading its flotation in 1994 and serving
35 finance director until 2004. He then served as
Chief Financial Officer of Zetex plc far two years,
before serving as Graup Finance Directar of Renew
Holdings plc for twelve years from 2006, prior to
joining the Company in January 2018. John cusrently
serves on the Board of the Yorkshire Air Ambulance
and lIkley Toy Museum Limited. John's many years of
experience as the senior financial officer in a number
of public comgpanies, including those which have
experienced substantial growth through business
change, is particulaely relevant to the Group.

Chris Jones (aged 55)
Non-Executive Director

Chis joined the Board in April 2020 and serves

as Chairman of the Remuneration Committee.

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

with a broad range of organisations within the
UKinvestment and development sectors of the
cornmercial property market. As a founding partner
of hisinvestment practice - Christopher Dee, based
in Manchester, he has provided advice to arange

of private and institutionai clients on all aspects of
commerdial property investrment, development, and
funding work. Chiis retains a role within Christopher
Dee LLP 1o manage a UX wide unit linked property
investment fund, where he reports directly to their
board on all strategic matters. Chris is currently a
Director of Witton Street Nominee 1 Limited, Witton
Street Norninee 2 Uimited, The Creative Property
Group Ltd and Doen Villa Holdings Lid.

Hargreaves Services plc



L 2. Directors’ Report 3.

Directors’ Report

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

Principal Activities

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

Results and Proposed Dividend
The Group profit after tax for the year was £16,406,000 {2020: profit after tax of £4,270,060). Following the payrnent of an interim dividend of 2.7p per share
on & April 2020, the Directors recommend a final dividend for the year ended 31 May 2021 of 4 5p per share.

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

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

Outlook
The current trading and outiook for the Group are disclosed within the Chairrnan's Staternent in the Strategic Report above.

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

Policy and Practice on Payment of Creditors

The Group does not cperate a defined code of practice regarding payment 10 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 contractual obligations having
regard to good commercial practice.

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

Roger McDowell

Nigel Halkes

Gordon Banham

John Samuel

David Anderson

Christopher Jones

Nicholas Milis (appointed on 9 September 2020)

The names and bicgraphical details of the Directors at the date of this Directors’ Report are given in the Board of Direciors 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 Directar
and of the Board is carried out and the performance of each continues 1o be effective and demaonstrates commitrent to the role. The Directors required
{0 retire by rotation at this year's AGM are noted on page 26,

The Company provides indemnities to each of its Directars in accordance with the provisions of the Company’s Articles of Association. Additional
information relating to Direciors’ remuneration, service contracts and interests in the Company's shares is given in the Remuneration Repaort.

The Directors who held affice at the end of the financial year had the following inteests in the shares of the Company according ta the register of
Directors’ interests:

Interastat Interest at

Class of share endafyear  beginning ofyear
Gordon Banham {held by GB Holdings (2021} Limited) Ordinary 2,646,825 2,646,825
Roger McDowell Ordinary 350,000 300,000
Nigel Halkes Ordinary 5,000 5,000
Christopher Jones Ordinary 62,910 -
Nicholas Mills* Ordinary - -
Jonn Samuel Ordinary 28,000 28,000
David Andersen Ordinary 32,775 32,775

Nicholas Milis is an employee of Harwood Capital LLP, whicn owns 9,200,004 ordinary share s of the Company.

Annual Reporrt and Accounts 2021 25



Directors’ Report continued

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

subscribe for shares in Group companies were granted to any of the Directors or their immediate families during the fingncial year and up 1o the date
of this Directors’ Repari. None of the awards listed below may be exercised prior 10 6 August 2023. Ne Director exercised any awards during the year,

Dataofshare  Numberofshares

Director Exerzise price per share award awarded
Gordon Barham 1G pence pers ordinary share 5 August 2020 63,927
John Samuel 10 pence per crdinary share 5 August 2020 63927
David Anderson 10 pence per ordinary share 5 August 2020 51,370

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

Retirement of Directors

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

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

Numberof % nficcued share

Shareholder ardinary shares capital
Harwood Capital 9,200,000 28.50%
Canaccord Genuity Group 3,250,599 1006%
GB Holdings (2021) Linuted 2646825 8.20%
Downing 2,262,577 700%
Schroder Investment Management 1,948,516 6.03%
Axxicn S.A. 1,600,000 496%
NFU Mutual 1,360,000 4.21%

The above disclosures are in accordance with the last TRI notfication to the Company by shareholders. GB Holdings [2021) Limited is a company whichis
wholly owned by Gordon Banham, the Chief Executive.

Employees

Applications for employment by disabled persons are always fully considered. Employment policies are designed 1o provide oppartunit:es irrespective
of calour, ethnic or national crigin, nationality, sex, sexual orientation or marital status In the event of employees becoming disabled every effortis made,
including appropriate training, to ensure that their employment with the Group continues

The Directors recegnise the impartance of good communications and good relations with employees Reguiar meetings are held between the Chief
Executive and senior managers who cascade relevant infarmation, including financial and ecanamic mattess, through their reporting systems, The Graup
intranet also provides regular informaticn to employees to infarm them of developmenits within the Group.

Directors' Section 172{1) Statement
The Board acknowledges its respansibility under section 172(1) of the Companies Act 2006 and sets out below the key processes and consideration that
demanstrate how the Directors promote the success of the Group.

The below statement sets out the requirements of the Act, section 122{1), and note how the Directors discharge their duties,

As noted in the Corporate Governance Report on pages 29 to 32, the Group is headed by an experienced and effective Board, which controls and leads
the Group. The Board meets at I2ast 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 supparted by papers which
analyse the possible outcomes so that an appropriate decision can be made based upon the likely impact on the performance and position of the Group.
This enables a decision to be made which best promotes the success of the Group and considers the impact on the wider stakeholder group. Factors
below, are ali considered durng the decisicn-making process

Likely consequences of any decisionsin 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 finanoal impact against forecast, as well as non-financial factors and how the decision fits with the strategy of the Group
Through a well-designed system of internal reporting and contro! the Board has devolved certain levels of autonomy to management to run and develop
the business of the Group.

The Group has an annual budget and five-year plan which is reviewed reguladly to benchmark performance and achievements against its leng-term
strategy. Each year the Board holds a session with each of the business unit Managing Directors and other senior management to review and reconsider
the strategy of each business unit. This includes consideration of market conditions and opportunities, investment requirements and capital allocation,
the overhead cost base and margins. The Board then considers the outlock for the entire Group and the opportunities to create, deliver and realise value
far shareholders. A principal decision taken during the year was the cessation of mining operations and the subsequent sale of speciality coal inventory

26 Hargreaves Services ple
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Directors’ Report continued

Carbon emissions

In compliance with the streamlined energy and carbon reporting (*SECR") regulations, the Gioup publishes its annual global emissions using “tonnes
of (O, equivalent”. The reporting period for GHG emissions is 1 June 2023 1o 31 May 2021 The Group has taken the exernption to report prior period
emissions in the first year of reporting. The Group's first Environmental, Sociat and Governance report can be found at pages 18 to 23, which contains
further details on carbon emissions.

Tannes of COe Tonnesof CO.0
Scope 1 and 2 Global GHG emissions: 2021 2010
Combustion of fuels in operattans and services provided 19,236 46,063
Elecwicity, steam, heat and coaling for own use 546 676
Total footprint 19,782 46,739
Emissions reported above per employee 15.7 268

Tonnes of COe Tonnes of CO0
Scope 3 2011 anzo
Business travel (air, rail and vehicles) 2163 2,207

The Group has demonstrated its desire to reduce the level of greenhouse gas emissions through the cessation of coal mining. This has not anly reduced
the downstream impact of coal supplied into power stations and heavy industry but also will reduce the volume of fuel required to undertake the mining
operations.

Methodology
The Group follows (5C14064: standard for its reporting and takes ihe operational control approach to reporting. The conversion of units of fuel used into
tonnes of CO,e has been done utilising the UK Government Conversion Factors 2020,

Scope 1 emissions have been calculated by taking the total number of litres of fuel used in operations during the reporting period 2nd converting them
to tonngs of CO,e usmg the appropriate conversion factor.

Scope 2 emissions have been calculated by taking the total kwh of electricity and gas used at the Groups premises during the reporting periog and
concerting them to fonnes of CO,e using the appropiiate 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
29 October 2020 The Directors will seek authority to make market purchases of up to fifteen per cent of the Company’s own shares at the 2021 Annual
General Meeting (full details are available in the 2021 Notice of Annual General Meeting)

Approval to Issue Shares
The Directors will seek authority 1o allot up to a maximum aggregate nominal amount of £1,077054 at the 2021 Annual General Meeting {full detai’s are
availabie in the 2021 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 1o establish that the Company’s auditor is aware of that information.

Independent Auditor

The Board proposes to reappoint PricewaterhouseCoopers LLP as auditor. Resolutions concerning their continued appointment and to authorise the
Audit & Risk Committee of the Board of Directors to agree their cemuneration will be put to the farthcoming Anaual Generat Meeting of the Company
(ful details are available in the 2021 Notice of Annual General Meeting).

By order of the Board

John Samuel
Company Secretary
27 luly 2020
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1. 2. Directors’ Report 3.

Corporate Governance

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

Deliver Growth

Principie 1: Establish a strategy and business modei which promote long-term value for shareholders

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

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

Artimportant role of the Board is to represent and promote the interests of the Company’s shareholders as well as being accountable to them for the
performance and activities of the Group. The Board believes it is important to engage with its shareholders and aims to do this through presentations,
conference calls, face-to-f