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Kieér Business Services Limited

Strategic Report for the Year Ended 30 June 2019

The directors present their strategic report for Kier Business Services Limited (the "Company™") for the year
ended 30 June 2019;

Fair review of the business
. The Company is a member of the Kier Group plc ("Kier") group of companies (the "Kier Group" and the
"Group")

Kier Businéss Services-Litnited is comprised of two main parts, a Design Business (focusing oh accommodanon
projects in the built environment) and a Business Process Outsourcing business with a number of residual
elements of HR advisory, payroll and pensions services, along with an NHS Business Intelligence, Corporate
Services and ICT Services to a number of Clinical Commissioning Groups in the North Yorks and Humber
Region of the National Health Scrvice.

The majority of Business Services elements came to 4 conclusion in March 2020 and this part of the business is
therefore in the stage of end of life planning: Resources. will continue to be diverted to the design business
where there is the opportunity for growth in the future and we continue (o expand our market and client base
through organic growth and client synergy across thie wider Kier Group.

The Company's key financial and other performance indicators-during the year weére as follows:_

Unit 2019 2018
Revenue £000 41,008 43,522
EBITDA before exceptionals . £000 (90) . (7,426)
Operating profit/(loss) before exceptionals £000 (601) (7.822)
Operating margin before exceptionals : % ) (n (18)

Corporate responsibility

The Kicr Group attaches great importance to its corporate- responsibilily, as evidenceéd in the Sustainability
section in the Kier Group plc 2019 Annual Report and in its Corporate Respon51blllty update for 2019, avallable
at www:kier.co.uk. As.a menibér of the.Kier Gfoup, the Company abidés by the same principles.

Principal risks and uncertainties

The Board is responsible for the Company’s ‘system of risk management and internal controls and forciisuring
that significani risks are identified and appropriately managed. The Kier Group has delegated the review of the
effectiveness of the Group's. risk management processes. to. the Kier ‘Group -Risk Managenient and Audit
Committee ("RMAC™), including ihe systems established to identify, assess, manage and monitor risk. The risks
faced by the Group are reviewed by the RMAC on a quarterly basis.

The nidturé of the industries and the business environmenit in which the Company operates are iriherently nsky
Although it is recognised that it is not possible to eliminate all such risks and uncertainties, the Group has
well-established risk management and internal conirél systems to marage thér.

On behalf of the Kier Group, the RMAC identifies the risks that it considers most likely, without effective
mitigation, to_have an impact on the Company and its. stratégic priorities. If-emérging risks .are identified ini
‘between these annudl reviews, these are incorporated immediately into the risk management process. The
principal risks ds relevant to the Company arc sel out: below, togéther with a sumimary of the actions taken to
mitigate each risk.
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Kier Business Services Limited

Strategic Report for the Year Ended 30 June 2019 (continued)

Safety, health and sustainability
Principal risk: failure to maintain a safe and sustaindblé environment dnd prevent @ major incident.

The Company's operations are inherently coniplex and potentially hazardous and require the continuous
management of safety, -health and sustainability isstes.

Pétential impact:

* An increase in-safety or environmental incidents on site;

* The failure to meet clients’ expectations, adversely affecting the ability to bid for and win new work; and
* Financial penalties arising from fines, legal action and pro;ect delays.

Mitigating actions:

+ Continuation of the Kier Group's safety. health.and environment ("SHE") behavioural change programme;
» Conitinued focus on the five basics of SHE risk -managemerit; and

» Sefling a tone froth the top through activitics such as senior management visible leadership tours.

Regulation
Principal risk: failure to manage increased-scrutiny and oversight and/or comply with néw regulations.

The sectors in which the Cormpany operates are subjéct (o increasing scrutiny from stakeholders, ovérsight from
rcgulators and requirements introduced by new legislation. or regulation.

Potential impact:

* Penalties for failing to adhere to legislation or regulation;
« Increased operating costs of conipliance; and

« The loss of business and: resultant reputational damage.

Mitigating actions:

* Regular engagement with Government and Government agencncs with respect to the Company's performance;
. Momtormg of, and plannmg for, the impact of new leglslauon and regulations; and

* Collaborative engagénient with extérnal stakeholders.

Funding
Prmcxpal risk: fallllre to maintain adequaté funding or liquidity.

The Comipaiiy requirés access to Kier Group funding and associated facilities (for example, bonding lines) to be
able to operate and conduct its business effectively.

Potential impact: ‘

« The loss of confidérice by other stakeholders (for example, investors, clients, subcontractors and employees);
» Gonducting existing business becomes increasingly challengmg and

* The loss of future business,

Mitigating. actions:

» Effective cash forécasting and working capital managément;

» Collaborative engagement with banks, lenders-and sureties; and
«:Disgose of hon-core businesses to reduce net debt.
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Kier Business Services Limited
Strategic Report for the Year Ended 30 June 2019 (continued)

Market and sector performance
Principal risk; a general market or sector downturn-affects lhe Company's performance.

The Company's performance is affected by macroeconomic factors which affect UK business in-general and/or
the markets in which the Company operatés.

Potential impact: ’

« A failure of one or more of the Company's businesses;
* Increased corfipetition for néw work; and

* A decrease in stakeholder confidence in the Company.

Mitigating actions:

» Evaluate markets, including the impact ofm'xcroeconomlc factors 'md the associated market risk of specific
events (for example, Brexit); and

* Review the Companv s pipeline of future work to-identify market trends-and plan accordlngly

Operaling model
Principal risk: the Kier Group’s future stratégy does not result in an efficient operating model.

The Company needs fo maintain and evolve its operating model so as to build and sustain the long term
confidence oF its key stakeholders, delivér sector leading customer experiencé and maximise the opportunities
for growth, The Company needs to maintain an efficient operating model . .

Potential impact:

* The Company does not meet its profit targets;

+ The Company i$ unable to tender effectively for new business; and
» Decisions are not made efficiently and/or effectively.

Mitigating; actions: ’
» Monitor the long term prospects, oppottunities and risks associated ivith the Compmy's key markets and adapt
the operating model accordingly:.

Cantract management
Principal risk: ineffective confract’ management Icads to losses.

Effective contract management is central to the Cornpany's businéss model. Failure to manage the risks
associated with the Comp‘my s contracts could materially and adversely affect the' Comipany's f nancial
performiance.

Potential impact:;,

* A failure to' meet the Company s financial targéts; ,
*The Company incurring losses on individual contracts; and

* The Cotnpany failing to win new work.

Mitigating actions;

+ Identify carly warnings-of under: performmg contracts;

» Adhere to the Kier Group's:contract risk govérance framework; and
* Timely and accurate reporting of contract performance.
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Kier Business Services Limited

Strategic Report for the Year Ended 30 June 2019 (continued)

Pre-contraét goverinance )
Priricipal risk: inadequidte pre-contract governance fails to idéntify contract risk.

Effective pré-contract governancc is essential in ensuring that the Company understands the risks associatéd
with its projects and puts in place appropriate mmgauon plans,

Potential impact:

+ Poprly perforining contracts, leading (0 the Company incurring losses;
« The failure to meet a client's-expectations on cost and quality; and

« Claims and litigation against thc-Company.

Mitigatirig actions:

« Careliil seleétion of terider opportiinities;

« Adhere to the Kier Group's contract risk governance framework; and
+ Continueéd focus-on supply chain procurement.

People B ) o
Principal risk: failure. to fetain key employees and identify future'leaders.

The Company's employees aré critical to its. perforihance. The Compa’h}! understands the need to identify, retain
and mativate people with the right skills, experience and behavrours and to |dem|fy tomorrow's leaders.

Potential impact;

» A loss ofexperiencé in the Company and clicht relationships;

« A lack of operational leadership, potentially leading to-poor project performance; and
« An erdsion of the Company's eniployer brand. - )

Mitigating actions:

« Focus:onskills development and retention plans for'the falent pipeline;
s Create an efféctive, inclusive work environment; and

» Clear and effective cGmmaunication withi the workforce.

Supply chain
Principal risk: maintain effeetive \\orklng relationships, with the supply chain.

The Company relies on its supply chain to deliver its projeets. Maintdining close and effective working
relationships with members of the supply chain is therefore a priority for the Company.

Potential impact:

+ Unavailability of appropriate resources, impactirig on project-delivery and cost;

+ Use of suppliers from outside the preferred suppher list increases:cost and decreases quality; and
+ Poor relationships ledd 1o lack of confiderice in the Company and adverse publicity.

Mrllgallne actions:

» Develop. long -term relationships with critical subcontractors;

« Coiitinué 16 réduce subcontractor payment termis; and:

« Review the supply chain to enisure-alternative delivéry mechanisins are available and appropriate contingencigs.

dre in place.
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Strategic Report for the Year Ended 30 June 2019 (continued)

Brexit

The UK left the EU’on 31 January 2020. The Kier Group has established a.‘Brexit taskforce’ which.continues to
consider the pétential éffects of Brexit oni thé Group. Thé Group has ideéntified potential risks refating to, for
example, the'supply chain, the-workforce and the supply and cost.of materials.

The; Group: hias set up cantingency plans in respect of potential risks which have been identificd, is monitoring
developments and will keep thee-plang undér review. We dre sorking.closely with our sipply ‘chdin at d project
level to assess their approach to Brexit post leave date and ‘have undertaken scenario planning sessions to
develop plans to, ehsuie continuity With respect to poténtially critical points of supply. Inaddition, the Group -
continues. to work withi its employees from EU members states whao are looking to continue.to livé and work: in
the UK post-Brexit.

Approved by the Board on H%Méﬁiﬂw and signed on its behalf by:

Clive Thomas
Director
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Kier Biisiness Services Limited

Directors' Report for the Year Ended 30 June 2019

The diréctdrs of Kier Business Services Limited (the "Companv") present their report and the auditcd financial
statements for the year ended 30 June 2019.

Directors of the Company

The directors who_held office during the year and up to the date «of signing these financial statements were as
follows:

David Mawson {appointed | October 2019 and resigned 20 December 2019)

Clive Thomas (appointed 1 October 2019)

Mark Whittaker (appointed 24 January 2020)

Stephen Davies (resigned 3 July 2018)

l:ce Howard (appointed 3 July 2018 and resigned | October 2019)

lan Meredith .

Peter Slater (resigned 3 July 2018)

Leigh Thomas (appointed 3 July-2018 and resigned 1 Qctober 2019)

Jeremy Williams (resigned 3 July 2018)

Financial instruments
. Objectives and policies

Kier Business Services Limited is exposed to. foreign exchange risk, -interest rate risk, credit risk, liquidity risk
anid price risk in varying degrees, but all have relatively 1ow levels of risk. For this reason the Compary doés not
undértake hedging or complex financial instruments to mitigate these particular risks. Interest rate risk arises
from long-terr pound Sterling: borfowings issued at variable rates. Thé Kier Group financé départment manages

these risks within a set of policies and procedures-defined by the parent Lompany Board. The policies for
managmg these risksare set out below:

(a) Foreign exchange risk
The Company- does not hedge for foreign currency exchange risk as balances in foreign cursrency are not
significant, although there are some transactions denomiinated. in foreign currencics. All bonds and guarantees

are funded out of the UK.
(b) Interest rate risk

The Company is owed and owes.maoney via intercompany loan notes and these are subject to fixed rate. interest,
tharges. The Conipany ddes ot undértake hedging or ‘complex findnéial instruments to mitigate this risk.
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Kier Business Services Limited

Directors' Report for the Year Ended 30 June 2019 (cont’in'ued)

Price risk, credit risk, liquidity risk and cash flow risk

(c) Credit risk

The prinicipal financial asséts are cash and debtors. Counterparty risk on cash deposils is managed by adhering
to, guidelines which currently state thal a maximum of £5,000,000 of cash can be deposited with any one UK
counterparty. Trade debtdrs are managed through set up and authorisation .policies for new customiers and
monthly monitoring of balances.

(d) Liquidity risk .
The Company's polic¢y on liquidity risk is supported by the Group's policy on liquidity risk. The Group's policy
on liquidity risk is to ensure that sufficient borrowing facilities are available to, fund operations without the need
fo carry significant net debt over the medium term. The Group's principal borrowing facilities are provided by a
Group ofrelauonshlp banks in the forri of unsécured committed botrowing facilities:

The amount of committéd borroywing facilities available to the Group is reviewed regularly and is designed to
exceed forecast peak gross debt levels,

(e) Price risk
The Company does riot hold any équity securitiés that are available for sale, and does not have any sngmﬁcanl )
exposure to commodity price risk.

Employees

The Group recognises the benefits of a diverse workforce. For the past two years, the focus of the Group’s
efforts to éréate a business which' better represents sociéty as a whole has been through the Kier Balanced
Business Network made up of colleagues from all levels across all parts of the business with a passion for
improving diversity and inclusion. Recent activity has focused on a campaign called ‘Bridg your whole ‘self to
work’, which encourages people to be proud of who they are at work, without having to change aspects of
themselves dnd (Keir beliefs, and there have been 4 numbgr ‘'of other initiatives, such a$ a review of
family- fnendly and agile working policics and the enhancement of maternity pay. Anothier key initiative is
Shaping Your Waorld, which promotes carecrs in the built environment 10 ihe néxt generation of young people
- and is desngned to overcome industry preconceptions.

Employment of disabled persons

The companies in the Group are equal opportunities employers. The Group considers app'licmion‘s for
employment from disabled persons’(having regard to their particular aplitudes and abilitiés) and encourages and
assists, wlienever practlcable the recruitment, training, career-development and promotion of colleagues with
additional physical 6r mental needs, including instances of disability during employment.

Further information on the Group’s non-financial performance with respect to sustainable business can be found
in the Sustdinability section of the Kier 2019 Annual Repoit, available at iww.kicr.co.uk.

Employee involvement

The Kier Group provides information to employees and encourages two-way engagement. We do this through
newsletters, webirars, the Group intrariét, social media and formal and inforinal face-to-face meefings. Thé
Group holds annual employee awards and embarked on a series of employee roadshows durmg the year. The
Group alse conducis engagément surveys to obiain feedback gn ratters of importance to:employees.
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Kier Business Services Limited
Directors' Report for the Year Ended 30 June 2019 (continued)

Safety, health and environment

The Kier Group Safety, Health and Environment (*SHE®) committee conlinues to. oversee the progress of the
Group’s behavioural charige programme, whicti -aims to embed good safety behaviours and fiirther improve the
safety - culture within the Group. The health of our employees, both physical and mental, is mtegral to the
Group's cilture and is of the utmost importance.

“The role of the SHE committee includes;

(i) reviewing the Group's strategy with respect Lo SHE miatters and ch'xllengmg management to impletent it;
(i) encouragmg manageément's commitment ‘and accountability with respect 1o managing the Group's SHE risks;
(i) reviewing and, as necessary, approving matérial Group-wide SHE initiatives, policies and procedures; and
(iv) reviewing the Group's exposure to SHE risks and monitoring performance against SHE targets.

For further information on Kier Groups aclivities with regards o' SHE matters, please see the Kier Group plc

2019 Annual Report (available at wwiwv.kier.co.uk).

Going concern

The Directors dre required to consider the Corpany’s ability to continue ds a going concern over a period of at
least twelve months from the date of approval of the financial statements.

In the périod afier the balince sheet date and before the singing of thiese accounts, the Compdny’s. performance
along with the entire Kier Group’s performance, was adversely affected by the cffects of the COVID-19
pandemic. Although the Group’s sites remained ‘open through this. period, with a nuniber of decisive
management actions. taken to mlugatc against the majority of the effect of the pandemic, COVID-19 has

adversely affécted the Group's reveriue and resulted in it incurring additional co$ts. This has resulted in a lower

* level of profitability for the 2020 financial year and an increase in the Group's net debt position.

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

» Agreed waivers with its lenders in tespect of the findncial ‘covenants withini the Group’s principal debt
facilities for the test period ended 30 June 2020;

» Has agreed revised financial covenants under its principal -debt facilitiés which will apply for the oing
concern period;

» Agreed with HMRC -a deferral of the payment of certain amounts in respect of VAT and PAYE until March
and June2021, respecuvely and

» Has agréed with if§ pension trustees 4 material reduction in the Scheme deficit repayriients.

The curreit trading environment remains. uncertain, principally due te the potential impact of COVID-19, which
makes forecasting challenging.

The Directors of the Kier Group have: reviewed thé Group’s short-term cash flow forecasts to 31 December
2021 (the going concern period), which hdve been prepared usmg certain key assumptions and include a fiumber
of stressed, but plausible, downside scenarios. These scenarios include a consideration of the risks which. may
arise o the' Group’s. available liquidity and its. ongomg compliance avith thie revised financial covenarits within
the Group s principal debt facilities as a result of or in llght ofthe following factors or circumstances:

» The availability of Supply-chain finankce;

» Poténtial reductions in trading volumes;.

» Potential margin erosion,

» Risks.in réspect of eertairni specific projects:

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

» Thie completion of the sale of Kiér Living, followmg the delay in the sale process ‘which was due;, in particular,
to CQVID-19.

The impact thata second Wave of COVID-19 would have on the Group s c1shflows using the financial impact
of the initial outbreak as the basis of the assessment, was also considered.
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Kier Businéss Services Limited
Directors' Report for the Year Ended 30 June 2019 (continued)

Going concern (continued)

The Kier Group Bodrd also ‘considered the macfocconomic and political risks affecting the. UK economy,
including Brexit. Brexit has the potential to disrupt the Group’s operations, pdrticularly in relation to materials,
people and the supply-chdin. Thé Group has establistied a ‘Brexit task force’ and has in place busiriess
continuity plans to mitigate: the risks associated with Brexit. The Board noted that the Group’s forecasts are
underpinned by a Significant propdrtion of revenué that is eithér secured or consideréd probabie, oftén-as part.of
long-term: framework agreements,-and that the Group operates primarily in sectors such as health, education and
utilities, which are consideréd likely to remain largely unaffected by miacro-ccoriomic factors: In addition,

significant cost reduction agtions have already. been taken to improve the:Group's prof' itability.

The Board considered the Group's ability to manage its working capital, in ‘order to mitigate the potential impaet
on the Group's liquidity over the forecast period, in particular at the lowest point under the downside scenarios
in the Spring of 2021, in the event of circumstances described above taking place. This, together with the
agreements with the! lenders and the pension trustees, and the other measures which have been taken dufing the
ycar mean that the Group would bc c\pccted to contmue to have avallable hquldlly headroom under its existing

The Group Director’s. have .commifted to support the Company over a period of at least 12 mon(hs from ‘the
signing:of the financial statements.

On the. basis of the financial support made available from the Group, and the Group's ability to. provide this
support, the Board is. satisfied that the Company has sufficient financial resources to continue to operate for a’
petiod of at least 12 months -and therefore, it has adopted the going eoncern basis in preparing the Company's
2019 financial stiatements.

Directors' liability insurance :
- The articles of association of the Company entitle the directors of the Company, to the extent peérniitied by the

Companies Act 2006 and other apphcable Iegnslanon to be indemnified out of the assets of the Company in the

everit that they $uffer any expensés in connection with -certain proceedings relating to the ‘éxecution of their

duties as directors of the Company.

In addition, Kier maintains insurance for the directors and officers of companies within the Kier Group 1o cover
certain losses or liabilities to which they may be exposed due to their office.

Reappointment of independent auditors

Urider section 487(2) of the Companies Act 2006, Pricewaterhouse€oopers LLP will be deeined to have been

;reappomted as-auditors 78:days after these financial ‘statements were sent to members or 28 days-after the latest
date presciibed for filing the findneial statements with the registraf, whichever is €arlier.
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Kier Business Services Limited
Directors' Report for the Yéar Ended 30 June 2019 (continued)

Disclosure of information to the auditors
in the case of each director in office atithe date the Directors’ Reporl is approved

- sb far as the directors:are aware, there is fio relevant audit information of which the Compariy's-auditors are
unaware; and,

¢ they have hl\en allithe steps that they ought to have takeri as a directot in drdeér 16 .make themsélves dware of
* any relevant audit information and to establish that the Company’s auditors are aware of that information,

Clive Thomas
Director
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Kier Business Services Limited
Statement of Diréctors' Responsibilities

The directors are responsible for preparing the Annual Report 4nd' the financidl statéments in accordance-with
appllcable law and- regulation.

Company ldiv requires the diréctors to prepare: financial statements for each financial year. Under that law the
directors have prepared the financial ‘statements in accordance with United Kingdom Generally Accepled
Accounting Practiceé (United Kingdorh Accounting Standards; comprising FRS 101 “Reduced Disclosure
Framework”, and applicable law). Under company- law the directors must, not approve the financial statements
unless they-aré satisfied that they givé a irué and fair viéw of thé-state 6 affairs 6fthe éompany arid of the profit
or loss of the company for that period. In Ppreparing the-financial statements, the directors are required to:

« select suitable accounting policies and then apply them consistently;

+  state whether applicable United’ Kingdom Accounting Standards, comprising FRS 101, have been followed,
subject fo any malterial departures disclosed and explained in the financial statements;

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

* prepare the financial stafements-on the going concgrn basis unless it is inappropriate {0 presume ‘that ‘the
company ‘will continue in business.

The directors are also responsible for safeguarding the assets of the Company and hence for taking reasonable

steps for the prevention and detection of fraud and othier irregularities.

The directors are responsible for keeping adequate accounting records that are sufficient to shaw and cxplain the
‘c'oni'panys trafisactions-and diSclose wilh rea‘sonable‘ accuracy at any limL.‘ lh‘e ﬁnanch‘l positioh of the comipany
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Kier Business Services Limifed
Independent Auditors' Réport to the. Members of Kiér Bus__inés‘s’ Services Limited

Report on the audit of the financial statements

Opinion )

In-our opinion, Kier Business Services Limited's financial statements:

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

* have been properly prepared in accordarice with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accouriting Standdrds compnsmg FRS 101 "Reduced Disclosure Framework" and
applicable law); and :

» have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the
"Annual Report"), which comprise: the Statement of Financial Position as: at 30 June 2019; the Income
Statement, the Statement of Comprehensive Income; the Statement of Change> in Equity for the year then
ended; and the noles to the financial Statéments, which include a deScription of the significant decounting
policies.

Basis for opinion

We conducted our audit in accordance with International Standards. on Auditing (UK) ("ISAs (UK)"): and
applicable law. Qur responsnblhtles under ISAs (UK) are fuithér- described in. the Auditors' résponsibilities for
the audit of the financial statements section of our report. We belicve that the audit evidence we-have obtained is
sufficicnt and appropriate to provide a basis for our opinion.

Independence

We remained independent of the company in accordance with-the ethical requirements that arc relevant to our
dudit of the financial stalements in the UK, which includes the FRC's Ethical Standard, and we have tulﬁlled our
othier ethical fesponsibilitics il accordance with: these requirements.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in refation to which-ISAs (UK) require us tg report

toyou where:

« theé diréctors’ use of the going concern basis 6f actounting in the préparation of the financial statemerits is -
not dpprapriate; or

- the directors have 1iot disclosed ifi the finaricial. statémenis -any identified material ‘uncértairities that-may ¢ast
significant.doubt about the Company’s ability fo continue to adopt the going concern basis of accountirig for
4 period of 4t l€ast twélve months from the date whén the financial statements dre duthorised for issue.

However, be‘cause‘: notall future events or, conditions can be predicted, this:statement is not a guarantee as to the
-Compaiiy's ability to ¢continue as a going concern.

.Reporting on other information

The other information ¢omiprises all of the information.in the Anfiual Repeit.other than the fifiancial statemeiits
and our auditors' report thereon, The directors are responsible for the othier infoimation. Our opinien on the
financial statements does fiot Cover the other information aiid, accordmgly we-do not express an audit opinion
or, except to the extent otherwise explicitly stated 'in‘this report, any- form of assurance thereon.
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Kier Business Services Limited

Independent Auditors' Report to the Members of Kier Business Services lelted
. ) (continued) :

Reporting on other information (continued)

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the. other information is materially inconsistent with thie financial statements- or
our knowledge obtained in the audit, or otherwise appears lo be materially misstated. 1f we identify an apparent
material inconsistency or material misstaterivent, we are required to perform procedurés to conclude whether
there is a material misstatement of the financial statemients or a material misstatement of the other information.
If, based on the work we have performed, wé conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothirig to report based on thiese responsibilities.

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

Based on the responsibilities described above and our work undertaken in the course of the audit; ISAs (UK)
require us also to report eertain opinions and matters as described bélow.

Strategic Report and Directors' Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic
Report and Directors' Report for the year ended 30 June.2019 is consistent with the financial statéments and has
been prepared in accordarice with applicablé legal requirements. .

In light of the knowledgé and understanding of the 'compilny and its environment obtained in the ¢ourse of the
audit, we did not identify any material misstatements in the Strategic Report and Directors’ Report.

. Res[_ionsibilitie_s for the financial statements and the audit
Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Directors' Responsibilities set out on page 12, the directors ‘are
responsible for the preparation of the financial statements in accordance with the applicable framework and for
being satisfied that they give a true and fair view. The directors aré also responsible for such intérnal conitrol as
they determine is necessary lo enable the preparation of financial statements that-are free from material
misstatement, whéther due to fraud or error.

In- preparing thé financial statements, the directors are responsible: for assessing the companys “ability to
continue as a going concern, disclosing, as applicable, matters related to- gome concern and using the going
concein basis of accounting unléss the directors either initend to' liquidate thé ¢ompany or to cease operations, or
have no realistic alternative but to do so.

Atditors’ responsibilities for the audit of the financial statéinénts

Our- objectives ar¢ to obtain reasonable assutance about whethier the finaricial stitémefits as a whole are free
from material misstatement, whether ‘dug to fraud or error, and to issue an auditors’ report that includes our
opinion. Reasonable assurance is 4 high level of assurance, but is not @ guarantee that dn audit conducted in
accordance with ISAs (UK) will always detect a matgrial misstatement when it exists, Misstatements can arise
from fraud or error and are considercd material if, individually or in the -aggrégate, théy could réasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the -audit of the finanéial statermeiits is located ‘on the FRC's
website at www.frc:org.uk/auditorsresponsibilities. This description forms part of our auditors' report.

Use of this report

This report, including the opinions, has been prepared for.and only for the company’s members as a bod)' in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We. do not, in giving
these opinions, accept or assume responsibility for:any other putpose or to ariy other person to whaorn this réport
is shown or into whose hands it may come save where expressiy agreed by our prior'consent in writinig:
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Kier Business Servi¢es Limited

Independent Auditors’ Report to the Members of Kier Business Servnces Limited
(contmued)

Other required réporting
Companies Act 2006 exception reporting

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

+ e have riot received.all the information and explanations we 'r‘cquire for our audit: or

* .adequate accountinig records have not been kepl by the compan\' or returns adeguate for our audit have nat
‘been received from branches not visited by-us; or

s certain.disclosures ofdirectors' remuneration specified by law are not made; or

= the financial statements .are not in agreement with: the accounting records and returns.

We hdve no.exceptions (o report arising from this responisibility:.

%f//zzéw//cv

Diane Walinisley (Senior Statutory:Auditor)
for:and on behalf of PricewaterhouseCoopers LLP
Chartered Accouintants and Statutory Auditors
London
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Kier Business Services Limited

. Income Statément for the Year Ended 30 June-2019

: 2019 2018
) A Note £000 - £ 000
Revenue . '4 41,008 ' 43,522
Cost of sales . ’ ) (37.853) (42,476)
Gross profit ' 3,155 - 1,046
Administrative expenses (3,756) (8;868,)
Exceptional 'adminis,trati\./c' items, 5 (342) -
Operating loss 6 (943) (7.822)
Finance income 7 1,381 984
Financé costs _ 8 (878) (527)
Net finance income _ A ' 503 7 457
Loss before taxation (440) (7:365)
Income tax (expense)/credit : 12 _ 4(54'0). 4,698
Loss for the financial year - (980), (2,667)

The above results were derived from continuing operations.

The notes on pages 20 to 40 form an iritegral: part ofithese financial stateriteiits:
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Kiér Busingss Services Limited
. Statemerit of Comprehensive Income for the Year Ended 30 June 2019

009 2018
£000 - £000

Total compréhérisive experise for the year - T - 980y (2,667)

The notes on pages 20 to.40 form an integral part of these financial statements.
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Kier Business Services Limited

(Registration number: 03679828)

Statement of Financial Position as at 30 June 2019

Non-currént assets:

Property, plant and equipment
Intangible assets

ln'vesti-_hg-:ntjs‘

Deferred tax asgéts

Currént assets

Trade and other receivables
Income tax asset

Contract asséts

Cash and cash 'équ_ivalents

Total asséts

Currént liabilities

Trade and other payables
Contract liabilities '
Loans and borrewings
Provisiofis

Net assets

Equity
Retained earnings

Total equity

Note

13
15
12

16
1

23
2

2019 2018
£000 £000
9 §3
- 437
1 1
4,434 4,427
4,444, 4,948
47474 60.871
2,138 8,049
3,921 -
238 788
53,771 69,708
58215 74,656
(33,674) (44,613)
(2.424) .
(6,613) (15.955)
(2,473) (79)
(45,186) (60,647)
13,029. 14,009
13,029 14,009
13,029, 14,009

The financial stateménts on pages 16 (o 40 were approved by the Board of Directors on

7. ACAQ.. and signed on its behaif by:

Director

‘The noteés on.pages 20 to 40 form an integral pait of these financial statements.
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Kier Business Services Limited

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

Cailed up Retdined
share-capital earnings Total equity
£000 £000 . £000
A1 July 2018 - 14,009 | 14,009
Loss for the finangial year - (9__80), . (980)
Total comprehiensive expense’ for ghyz year ‘ - - ‘(980)’ (980)
At 30 June 2019 _ o A - 13,029 13,029
‘Called up " "Retained .
share capital earnings Total equity
£000 £000 £000
ALl July 2017 ‘ - 16,676 16,676 .
Loss for thé financial year - (2.667) (2,667)
Total Coﬁiﬁféhensi\'c expenise for the year - (2,667) {2,667)
A130 June 2018 o . - 14,009 14,009

The notes on pages 20'to 40 form an integral part of these financial statements.
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Kier Business Services Limited

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

1 General information

‘The-Company i5-a privateé compiny limited by sharé cdpital intorporated and doniiciled in Erigland :and Walés.
The-address of its registered office is:

81 Fountain Street

Manchestér

M2 2EE

2 Accounting policies

Summary of significant accounting policics and key accounting estimates
The principal accounting policies applied in the preparation of thesc financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated..

Basis of preparation
These financial statements were prepared in accordance with Financial chomng Stand'lrd 101 Reduced
Disclosure Framework and the Companies Act 2006.

Sumpmiary: of disclosure exémptions

The. Company has taken advantage of the following disclosure exemptions in preparing’ these financial
statemnents, as permitted by FRS101:

IAS 7: Completc exemiption from preparing a cash flow statement and related notes;

IFRS 2: Exemption from certain disclosures in respect of share based payments for arrangements involving
equity instrumicnts of ariother Group entity;

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

IAS 36: Exemption from disclosures for each cash generating unit which contains goodwill, in particular in
relation to assumptions and sensitivities; ‘ )

IFRS 7: Complete exemption from all of the disclosure requirements of IFRS 7, Financial Instruments, “other
(han fgr those instruments’ where theSe disclosures are still réquired to comply with the law;

IFRS 13: Complete exemption from all of the disclasure requirements of [FRS 13, Fair value measurenient;
IAS,24: Exeriiption from disclosure of related party transactions entered into betieen two or more members of a
group. provided-that any subsidiary party to the transaction is whiolly ewned by such-a member;

1AS 24 :Exemption from-disclosure of compensation for key management personnel and -amountsincurred by .an
entity for the provision of kéy managérient personnel services that are provnded by a séparaté management
entity’;

IAS 1: Exemption from comparatives for movements on property, planl & equipment, intangible assets and
share capital; and

IFRS 15: Exemption from certam disclosures in respéct of révenué from conitracts with customers.

Exemption from preparing group financial stateménts
The finarcial stateménts: contain information about.Kiet Busmess Services Limited as an individual company
and do not contain consolidated financial information as the parent of.a group. i

The Company is exempt :under section, 400 -of the Companies Act 2006 from the requirement to prepare

consolidated financial statements as it and its subsidiafy undertakings are included by full ‘consolidation in the
consolldated financial statements of its parent, Kier Group plc, a company incorporated in England and Wales.
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Kier Business Services Limited

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

2 Ac‘counting policies (continued)

Going concern

The directors believe that preparing the financidl statements on the going concem basis is appropriate due to the
continued financial support of the Compadny's ultimate parent company, Kier Group plc, The directors have
récéived a letter from the directors of Kier Group plc, plédging support to allow the’ Company to rieets |ts
obligations. Further details on the.going concern assessment are disclosed in the Directors” Report.

Further dc:tails on the Compglny's going concern assessment are included in the Directors' Report on page 9.

Changes in accounting policy

The following new standards, amendments to standards- and interpretations are effective for the financial year
ended 30 June 2019 onwards:

« [FRS 9 'Financial Instruments'

* [FRS 15 'Reveniue from Cofitracts-with Custoimers'

» Amendments to IFRS 2 "Share-based Payments'

» Amendménts 16 1FRS 4 'Insurdn¢e Contracts'

» Amendments to [AS 40 ‘Investment Property’

* Annual Improvements to 2014-2016 cycle

+ [FRS land IAS 28 amendments,

« IFRIC 22 'Foréign Curréncy Transactions and Advance Corisideration’

Other than thc impact of IFRS 9 and IFRS 15 as nioted below, none of the above new standards, amendments to
standards or interpretatiois have had a material effcet on the financial statéments.

Changes resulting from adoption of IFRS 9 and IFRS 15
The Company has adopted IFRS 9 'Financial Instruments' and IFRS 15 ‘Revenue -from Contracts with
Customers' with cffect -from 1 July 2018 using the cumulative efféct method, and -a§ suchH compatative
information has not been restated. .

IFRS 9 'Financial Instruments"

IFRS 9 replaces: the provisions of 1AS 39. that relate to the recognition, classification and measuretent of
financia) asscts and ‘financial liabilities; ‘derecognition of financial instruments; impairment of financial assets;
and hédge accounting,

The company reports that no adjustment or réstatement as a result of adopting IFRS 9'is required

IFRS. 15 'Revenue from Contracts with Customers'

The adoption of IFRS 15 has résulted:in ¢hiriges in the company's accounting policiés for the récognition and
measurement of revenue.

IFRS 15 supersedes: IAS 11 Coristruction Contracts; 1AS 18 Revenue and related interpretatidns,. introducing. a

five step approach to revenue recognition and applies to all revenue -arising from contracts with its customers.
This is explainéd in more détail in the Revenue Recognition policy.

The company has adopted IFRS 13 using thé-cumalative effect method. The disclosure requirements in IFRS 15

have not been apphed to the comparative information and the information presented for 2018 has not been
réstated - i.e. it iS presentéd, as préviously reportéd, under FAS 18; IAS 11 dnd related interpretations.
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Kiér Business Services Limited

Notes to the Financial Statements for the Year Ended 30 June 2019 (Jcontin‘uéd)

2 ‘Acc_ouﬁ'ting’polic,ies-j(c_i;ntinued)
. AThe_, table below summarises the impact of IFRS 15 at the date of first application

Impact on Sfateiﬁent of Financial Position as at 30 June 2018

30 June IFRS 15 1July -

2018 'ld_'ustments - 2018
Note . £000 B 000 ’ ~£000
Non-current assets . .
Property. plant and equipment : - 83 - 83
Intangible assets ) 437 - 437
Investments C L ) I - 1
Deferred tax assets : ‘ 4477 : - 4427 .
. a8 4,948
Current assets o
Trade and other receivables : 60,871 (4.564) 56,307
Income tax asset . ’ ‘8,049 . - : 8.049
. Contract assels . ) - 4,564 . © 4,564
Cash and cash equivalenits _ : 788 - 788
69,708 - 69,708
Total assets _ 74,656 - 74,656,
Current liabilities ~ . -
Trade:and othicr payables: o (44.613) 4,883 (39,730)
Lodns and borrawings - 115,955y - (15,955)
Coniract liabilities - - (4.883) - (4,883)
Provisions : A T (79 . ) - (79)
‘ ' ' (60,647) - (60647)
‘Net assets 14,009 ’ - v 14, 009
Equity . :
Retained earnings . . . 14,009 - 14,009
“Total equity - 14,009 - - 1,4{0097

Balance sheét- adjustmem ’

" The introduction 6f IFRS' I35 introduces ‘contract :assets” dnd ‘contract liabilities” -as new bilance sheet
categories. There dre therefore. 8 number of presemauonal ch'mges 4s. accrued févenue ‘amourts fof work
undertaken, but not yet certified/invoiced, have been reclassified as contract assets -and amounts réceived or
certified in advarice of completing performance abligations have been reclassified.as contract liabilities.
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Kier Business Services Limited

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

2 Accounting policies (continued)

Impact_on the results for the year ended 30.June 2019
The table below .summirises the impagt of the adoption of IFRS 15 on the Company’s ‘balance sheet as at 30
Junie 2019.. There was. rio material impact on the Company’s income statement of statemient of comiprehensive

income.

Impact on Sta‘téme_nt of Financial Position as at 30 June 2019

Non-current assets

Property, plant and equipment
Investments

Déferred tax. assets

Current assets

Trade and other-receivables
Income tax asset
Contract-assets.

Cash and cash equivalents

Total asséts

Current liabilities
Trade and other payables
Loans-and borrowings
Coniract liabilities
Provisions

Net:assets
Equity
Retdined earnings

Total equity

Note

An‘wpnt‘s‘ . .
. without Impact of
adoption of adopting
IFRS 15 IFRS 15 As reported
. £000 £000 £000
9 . 9
1 - ]
4,434 - 4,434
4;444 4,444
51,395 (3.921) 47,474
2,138 - 2,138
- 3.921 3,921
238 - 238
53,771 - 53,771
58,215 - 58,215
(36.098) 2,424 (33,674)
(6;613) - 6,613)
- (2.424) 2.429)
2,475) - (2,475)
(45,186) (45,186)
13,029 - 13,029 -
13,079 - 13,029
13:029 - 13.029

Thie areas.of the balanice sheet impacted by the adoption: of IFRS IS and the nature of the adjustments are
consistent with the transitional adjustments noted above

Page 23




Kier Business Services Limited

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

2 Accounting policies (continued)

Revenue and profit-recognition

Revenue comprises the fair value of the consideration received or receivable, net of value added tax, rebates and
discounts: It also iricludes the Company's proportion of work carried out under jointly controlled operations.
Where revenue that has been recognised is subsequently detérmined not to be récoverable due to. a dispute with
the customer, these amounts. are- accouitted for as a reduction in revenue. Where non-recovery is as a result of
inability of a customer to meet its obligations, these amounts are charged to administrative expenses as a credit
loss: )

The general principles for revenue and profit recognition-across thie Company are as follows:

« Provision is made for any unavoidable future nel losses arising from contract obligations, as soon as they
become apparent;

« Provision is made for any unavoidable future net losses arising from contract obligations, as soon as they
become apparent:; ’ )
+ Additional considcration for contract modifications (variations) is only included in revenue (or the forecast
contract out-turn) if the scope of the modificdtion has been appreved by the customer. If the: scope of the
modification has been approved but the parties have not yel determined the corresponding change in the
coritract price, an estimate of the chiange to the transaction price is made and included in calculating revenug
to the extent that any increase in price js highly probable not to reverse;
* Variable con‘sid,eration amounts (gain-share amounts, KPI bonuses. milestone bonuses, compensation
évent claims, etc.) are included in revenue (or forecasts to completion) only 10 ‘the extent that it is highly
probable that a significant reversal of the amount in cumulative revenue recognised will not occur;
« Refund liabilities (liquidated damages, pain-share amounts, KP] penalties, etc.) are accounted for as a
reduction in revenue (or in forecasting contract out-tums) as soon as it is expected that the Company will be
requiired to refurid Some or all of the consideration ithas received from the customer;
* Claims against third-parties. (such as insurance recoveries and clainis for cost reimbursémeiits) outside of
normal supplier price adjustments are recognised only when the realisation -of income is virtually certain.
The associated income is accounted for as reduétion in costs rather than revenue} and
+ Contract niobilisation is not considéred to be a separate performance obligation in niost situatiofs, as the
customer receives little or no benefit from mobilisation activities. Any consideration received from the
customer in relation to the mobilisation phase of a contrict is deferred and recognised as additional revénue
relating to theé perforindnce obligatioris in the contract that benefit the customer.
If the timing of payments agreed withi the customer provides the Company or the customer with a significant
bencfit of financing the transfer of goods or services, the amount of consideratian is adjusted for the effects, of
the timé valué of money. Thé Corpiany doés not make an adjustment for the time valué of mongy in the
following: circumstances:
.+ When the Company expects, at-contract inception, that the period between the entity transferring-a;good or
servicé-and thé customer paying for it will be oné year or less; or .
» Where the timing of the payments is for -commercial. rather than financing- reasons, e.g. construction
contract reténtions.
Révenug and profit recognition policiés applied to specific services are as follows:
Revenue angd profit from services rendered, which include design and business services, is recognised over lime
as the service.is performed. |
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Kier Bissiness Services Limited

Notes to the Financial S’taten{ents for the Year Ended 30 Junie 2019 (continued)

2 ~Ac,cou:nting policies (continued) .

Revenue-and profit recognition (continued)

Where the contract mcludcs bundled services, Lhe transaction price is alloca(cd to each perform'mce obligation
identified in the contract based 'on the relative stand-alone selling prices-of each of the performance obhgatlons
Revenué is thén récognised mdcpendenlly whén each of the performaiice obllgatlons is satisfiéd,

Any variable consideration (e.g. performance bonus) attributable to a single performance obligation is allocated
entirely to. that performance obligation. Where variable consideration is attributable to the entire contract and is
" not specuf ¢ to part.of the contract, the consideration is allocated based on the stand-alorie selling prices of each
of the performance obligations within the contract.

Service contracts are reviesved monthly to assess their future operational performance and profitability.

Tax . .

The fax expense for the period comprises eurrent'anid deferred tax. Tax is recogniséd in profit ar loss, except that
a. change attributable to ‘an item of income or experse recognised 'as other comprehensive: income is also
recognised directly in otlier comprehensive income.

The current income tax charge is calculated ‘on the basis of tax rates and laws that have been enacted or
substaritively enacted by the reporting date in the countries where the company operates and genérates taxable .
income.

Deferred income tax is recognised on lemporary differences arising between the tax bases of assets and
liabilities and their. carrvmg amourits in the financidl stalements and on upused tax losses or tax credits in the
company. Deferred income -lax is determined usma tax rates and laws that have been enacted or substantwely
enacted by the reporting date.

The carrying amounl of deferred tax assets are reviewed at each reporting date-and a valuation allowance is set
up against deferred tax dsséts so that the nét eafrying amount cquals the highest.amount thit is more likely thari
nof to be recovered based on current or future taxable profit.

Property, plant and equipment

Tangible fixed assefs under the cost mode€l are ‘Stated at historical cost less accumulated depreciation and any
accurhulated impairment losses. Historical cost includes expenduurc that is directly attributable to bringing the
asset to the location and condition. necessary. for it to be capable of operaling in the manngr intended by
management.

At eachi reporting date the conipany assesses Whether there is any indication of impairment. If such indi¢ation
exists, the recoverable amount .of the asset is determined which is:the hlgher of its fair value less costs to sell
and its value in usé. An impairniént loss is recogmsed where the catrying amount exceeds the recoverable

amount.

The Company adds to the carrying -amount of an item of fixed assets the cost of replacing part of such an item
when that' ¢ost is incurred, if the replécément part is-éxpécted. to provide incremental futuré benéfits to the
Company. The carrying amount 'of ‘the n,placed part is derecogmsed Repairs and imaintenance are charged to
profit or loss durinig the period in which they arg inciirred. .
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Kier Business Services Limited

Notes to the Financial Statenvents for the Yéar Ended 30 Juné 2019 (¢ontinued)

2 Accounting policies (continued) .

Depreciation
Deprecnauon is charged so as 10 allocate the cost of assets less their residual -value over their estimated useful
lives, using the straight-line method.

For Leaschold improvements depreciation is provided over the life on the lease, up to the first break date,
The estimated useful lives range as follows: Fumiture; fittings and equipment - 3 to 5 years

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted prospectively if
appropriate, or if there is dn indication of & significant change Since the last reporting date.

Gains dnd losses on disposals are determinéd by comparing the proceeds with the carrying amount and are
fecognised in the Income Statement.

Antangible assets

Costs assqciated \vith majntaining: computer ‘software programs are.recognised as an expense as incurred.
Development costs that -are directly attributable to the design and testing of identifiable and unjgue $oftware
products controlled by the Company are recognised as intangible assels when the followmg criteria are met:

« it is technically feasible to complete the software product so that it will be available for use;

* management intends to, complete the software. product or sell it;.

« there is an ability to use orsell the software product;

« it can be demonstrated how (he software product will generate probable future economic benefit;

¢ adequate technical, financial and other resources to completé the development dnd to uise or séll the sofiware
product are avmlable and

» the expendituré attributeable to the' sofware product during its developmént can’be réliably medsured.

Direcily attributable costs that are capitalised as part of the software product include the software' development
employee costs and an appropnate portion:of relevant overheads.

Other development expenditures that do not .meet these criterid’ are recognised as an expense as incurred.
Development costs-previously recognised as an expense are not récognised as an asset in a subsequeiit period.

Intangible-assets lives are considered finite and are amonlsed ona slmlghr line basis. Amomsatlon is recognised
Avithift admihnistrativé expénses.

Amortisation
Intangible asséts are amortised over their estimated ugéful livés, which are as-follows:
Internally generdted softwvare development costs 30, 10 years

Otheér intangible assets over the remaining contract life
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Kier Business Services Limited .

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

2. Accounting policies (continued)

Investments

Investments in subsidiaries, joint ventures and associated companies are carried “at’ cost less accumulated
impairment losses in the Corfipany’s balance sheét. On disposal of investments in subsidiaries, joint ventures
and associated companies, the difference between disposal proceeds and: the carrying amounts of the
investménts dre recagnised in profit or loss:

Provisions :

Provisions are recognised when the comipany has a. pres»nl obligation (legal or constrictive) as aresult of a past
event, it is probable that the group will be required te senle that obligation and a refiable estimate can be made
of the amouiit of the oblagauon .

Provisiotis are measured at the directors’ best estimate of lhe expenditure fequired” to settle’ the obligation at the
reporting. date and are discounted to present value where the effect is material.

Share capital

Ordinary shares are classified as equity. Equity instruments are measured af the fair value ‘of the cash or other
‘tesources received or récéivable, net of the direct casts of i lssumg the'eéquity instruments: IF:payment is deferred
and the time value of meney is material, the injtial measurement is on a present value basis.

Defined contribition pension gbligation .

A defined contribution plan is a pension plan under which fixed contribitions are paid info a separate entity and
. has no legal or constructive obhganons to pay further contributions if the fund dogs not hold sufficient assets to
pay all employces the benths relating to-émployée Service in the current and prior périods.

For defined contnbuuon plans contributjons are paid publicly or privately, administered pension insurance plans
on a imandatory or contfactual basis. The contributions are recognlsed as employéee benefit expenise when they
are due. [f'contribution payments exceed the contribution due for service, the excess is recognised as an asset.




Kier Business Services Limited

Notes to the Financial Statements for the Year Ended 30 June 2619 (continued)

2 Accounting policies (continued)

Financial instruménts

Financial assets and financial liabilities are recognised in the Company's balance sheet when ithe Company
becomes a party to the, contraciyal provisions of the instrument. An assessment of whether a financial -asset is
impaired is made at Ieasl at each reporting date.

The principal financial assets and liabilitis of the Company dre as follows:

(a) Trade receivables and trade payables
The Company has allocated receivables and payables due within- 12 months of the balance sheet date to current
with the remainder included in non-currént. .

A trade receivable is recognised when the Company has a right to consideration that is unconditional (subject
only to the passage of time before payrient is due). Trade receivables do net carry interest and are’stated at their
initial cost reduced by appropriate allowances for expected credit losses.

Trade payables on normal terms are not interest bearing and are stated at their nominal value. Trade payables on
extended terms, particularly in respect of land purchases, are discounted and reécorded at their present value.

Amounts_owing undér supply chain finance arrangements are included within trade payables rather than bank
debt. The purposé of supply chain finance is purely to grant subcontractors and suppliers access to credit and
improve their ¢ashflows. There havé béen no ¢hanges to the underlyinig terms of the supply chain finance
arrangements.

The dc.sxgnanon in trade payables is due to the assigninent of invaice ralher than a novation, the Company acting
as-an agent with fees related to supply chain finance being borne by the supplier and the ﬁnal payment date to
the bank being set by the Compdny with interest acerued forariy late paymerits:

(b) Contract assets and liabilities

When the Company transfers goods or services to a customer before the customer pays consideration or before
paymient is due, the aimount of reveniue associdted with the transfer of goods or services is dccrued and presenied
as a contract asset in the balance. sheet (excluding any amounts presented as a recelmble) A contract asset
représents- the Company's: right to consideration in exchange for goods or services that thc Company has
transferred to a'customer.

If a customer pays consideration, or the Company- has a right to an aniount of-consSideration that is uriconditional
(i’e. a receivable), before. the Company transfers a good or service to the customer, the amount is' presented as a
coritract liability on the balance sheét. A contract liability” représents the Company's obligation to trahsfer goods
or scrvices to a customer for which the- enuty has received consideration (or an amount of consideration is due)
frém the customer.

(c) Cash and cash cquwalents
Cash and cash equivalents in the cash ﬂow statement coemprise’ cash at bank and’ in-hand, including bank
deposnts \Vl[h ongmal malurlues of three monlhs or less, net of bank overdraﬁs where lcgal rlght of set off

ls_sue c_osls Fm'a‘nce qha_[ges muludmg,prem_lums payable on senlement or rede.m_gtlgn_ and dlre,ct lSSL_!L cos_;__s_ are
accounted for on'an accruals basis in the income statement using the eftective interest method and are added to
the carrying vilue of the inStrument to the extent that they are not seltled in the period in which they arise.
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Kier Business Services Limited

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

3. Critica) accounting judgements and key sources of estimation unéertainty

To, be able to prepare financial statements according to. generally .accepted accounting principles, management
must make estimates and assumptions that affect the asset and liability ites. and the fevenue and expense
- amounts recerded in the financial statements. These estimates are based on historical experience and various
other assumption’s that manageniéiit and the bodrd of directors believe arg rcasonablc under the circumstarices:
The results of this forms the basis for making judgements about the carrying value ofasscts and liabilities that
are not readily avzulablc from othersources.

Arecas- involving significarit judgefents or key- Sources -of estlmanon lhat may impact on the Company’s
earmings and financial position are as follows:

() Revenue and profit recognition: :
The estimation techniques used-for revenue and proﬁt recognition require forecasts to be made: of the outcome
of lone term contracts which require assessmenis and judgéments to be made on the técovery ofvpre -contracl
costs, changes in the scopc of work, contract programme and changes in cost.

(b) Exceptional items:

The Directors exereise: Judaement in determmmo whethér, on balance, separately identifying certain items as
exceptional on the face of the incomce statement will help the users of the financial statements understarid the
Conipany’s business performance. :

(¢) Provision for onerous contracts: :
A provision is made for any undvoidable future net losses arising from contract obligations as soon as: they

become apparent

(d) Impairment of trade receivables and contract.assels

The. company madkes an estimaté ‘of the récoverdble valué of trade réceivables and cortract assets: When
assessmg the carrying value management considers factors mcludmg the credit rating of the receivable, the
ageing profile of réceivables and historical éxperierce. Thé compény applies. a simplified approach to measuring
expected credit losses which uses a lifetime expected loss allowarice For all trade receivablés and eontract assets.

4 Revenue

The analysis of the Conipariy's revenué forthe year from continuing operations'is as follows:

2019 2018
£ 000 £000
Rendering of services 41,008 - 43,522
The analysis of the Company's revenue for the year by market is as-follows:
' 2019 2018
‘ : £000 £000
UK 41,008 43,522
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Notes-to the Financial Statements for the Year Ended 30 June 2019 (continued)

5 Exceptional administrative items

2019 - - 2018
A , , £:000 . £000

Disposal of perisions admigistration business’ o ‘ o ©2,295 -
Onerous contract-provision o : ' o ~(1,600) T
Impairment of intangible asset - ©(162) -
Restructuring provision - . (875) -
- (342) :

On 31 October 2018; the Coinpany dlsposed of its pension administration business for a total consideration of
£3,751,000. .

2019

£'000
Consideration A - ~ 3,751 -
Costs of disposal , - . o (1,142)
Book value of net assets sold . - ) (14)
Gain on disposal . , . 2295

An onerous contract.provision of £1,600k has been established in relation to the BuSiness ProceSs Outsourcing:
business, in addition a further restructuring provision of 875k has been made in relation to expected employee
costs.

3Durme the. year the Directors assessed lhe recoverability of .an_asset reldung to. the Busmess Process
Outsourcing biisinéss resilting .in an impairment, of £162k. The ‘Business Process Qutsourcing business is
expectéd to be tc.rmmaled by Juric 2020. -

6 Operating profit/(loss)

Arrived atdfier charging.

2019 2018

. £ 000 £000

Depreciation expense ) 74 91
Amiortisation expense T : 275 ) 305
Impairment of iftangiblé asset - ' . 162 .
Operating lease expense : . ‘ L 242 278
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Kier Business Services Limited

Notes to th_g Financial Statements for tb'e Year Ended 30 June 2019 (continued)

7 Finance income

2019 2018
. £000 £000
Interést réceived from group undertakings 1,381 984
8 Finance costs
2019 2018
£:000 £000
~Interest on bank overdrafts and borrowings - 790 497
_ Interest pdid to group undertakings 88 30
878 527
9 Staff costs
The aggregate payroll costs (including directors’ remuneration) were.as fotlows:
2019 2018
) £000 £000
Wages. and salaries - 20,469 27,697
Social security costs 2,337 2,971
Other pension costs 1,713 2.258
24,519 32,926

The ‘average monthly number of persons .employed by -the Company (mcludmg difectors) during the year,
analysed by category was as follows:

2019 2018
No. No.
Permanerit staff . 566 756

10 Directors' remuneration

One director (2018:two), is remunerated by the Company. The other directors:are employed and remunérated by
thie other Group companiés and it is not practical for them t6 allocate remunerdtion between the companies they
work for. .

During thé y&ir the number of diréctors who' were réceiving benefits and share incentives was as follows:

2019 2018
. Na. No.
Accruing benefits under money purchase. pension scheme . 4 2
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_ 10 Directors’ remuneration (continued)

In respect of the highest paid director:

. ‘Directors' erolurivents
Contributions to defined contribution scheme

11 Auditors' remuneration

Audit 6f thé Company's firfancial stateménts

Auditors'.-remuneration was borne by another Group company.

12 Income tax expense/(credit)

Tax charged/(credited) in-the income statement

Current taxation
UKrcorporation tax :
UK carporation tax adjustment to prior peiods

' Deferred taxation

Arising from ._<_)ri‘_g'i_natiqn and.reversal of temporary differences.
Arising from changes in tax rates and laws

Afising from previously pnfe'(:"(?).ghiséd‘ tax loss, tax credit or tetporary
difference of prior periods

Arising-from wri te<down 6r réversal of writé-down-of defefréd tix asset

Total.deferred taxation

Tax éxpense/(redit). in the ‘incothe statemerit
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£000 £000

177 (254

» 27

199 281,

2019 2018

£000 £000

207 _ .50

2019 20i8

£000 £000

- (2.428)

547 (1,590)
547 (4.018)
(45) 1,031
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Kier Bisiness Services Limited

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

12 Income tax gxréensg/(credvi't) (.'cor;tinued)

The tax on profit/(loss) for the year is. higher than the standard rate of corporation tax in the UK (2018 - lower
than lhe standard rate of corporationtax in the UK) of 19% (2018 - 19%)

The diﬂfer_,’ences are reconciled below:

2019 2018
£000 £000
Loss before taxation _ (440) (7,365)
Corp‘or‘é;tion tax at standard rate (84) (1.399)
Inérease/(decrease). in current.tax from adjustment for prior periods 580. - (1,590)
Increase from effect of expenses not deductible in determining taxable
_profit /tax loss 39 2
Deferred tax expense from unrecognised temporary difference-from a
prior period - 221
Deferred tax expense/(credit) relating to changes in tax rates.or laws 5 (108)
Other tax effects for recongiliation between accounting profit-and tax .
experise/(income) . - (1,824)
Total tax charge/(credit) 540 (4,698)

The deferved tax is recognised at 17.0% which is the tax rate enacted in law as of the balance sheet date, On 11
March 2020 the ‘Chancellor annouriced that the pioposed change to reduce the UK corporation tax rite from
19% to 17% will not go ahead and the «corporation tax rate-will remain at 19%, The impact of restating the
deferred taxation fromi 17% to 19% would be £522k.

Deferred tax
Deferred tax assels

. Asset
2019 ’ “£000
Atcélerated tax depréciation ) 3,625
Other items 809,

4,434

o ' Asset
2018 £000
Acceleratéd tax deprecidtion ’ 4380
Other items : 47
’ 4,427
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Notes to the Financial Statements for the Year Ended 30 June 2019 (continued) v ‘

12 Income tax expense/(credit) (€ontinued)

2019, 2018
' £000 £000
At 1 July 4.427. 5,571
{Charged)/credited to the income, statement 7 680
Write off deferred tax transferred from Mouchel Limited - (1,824)
At 30 June 4434 4,427
13 ' Property, plant and equipmerit
Furnitare,
-Land and fittings and o
buildings equipment, Total
£000 £000 £000
Cost or valuation o
At 1 July 2018 20 346 . 366
At 30 June 2019 20 . 346v 366
Accumulated depreciation
At 1 July 2018 Il 272 283
Chargeé for the year 9 65 74
At 30 June 2019 20 337 357
Carrying amount
At 30 June 2019 - 9 9
At 30 June 2018 | 9 74 83
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Notes to the Financial Statements for the Year Ended 30 Jine 2019 (continued):

14" -Intangible assets

Internally.
generated
Assets under software Other
the course of developmer intangibl X
construction costs. assets Total
€000 £000 £000 © £000.
‘Cost or valuation ) . .
AL July 2018: : 8 187 721 916,
Transfers . (8). 8 - . -
AL30 Junic.2019: , . - 195 721 916
Accumulated amortisation:and impairment . . .
A1 July; 2018 - 128 351 479
Amofiisation chiarge: ' - 67 208 375
Impairmenit o - - 162 162.
At30.Jiinei2019 ’ ) - 195 721 916
‘Carrying:amount )
At 30 June 2019 . : : - - - .
A130 Junc’2018 . 8 59 370 437
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Notes, to. the Financial Statements for the Year Ended 30 June 2019 (continued)

15 Investments

Joirit ventutres

£000
Cost 6r valuation .
At | July 2018 ' , 1
At 30 Jime 2019 o ' |
Provision
Carrying amount
At 30-June 2019 e -
" At30 June 2018: ' 1
Details ofth¢ joirit véntures as al 30 June 2019 are as folloivs:
» ) Proportion of
Name of . ownership interést and
Joint-véntures Principal activity Registered office voting rights held
o 2019 2018
MPHBS Limited Holding company 81, Fountain Street,. 50% 50%

Manchester, M2 2EE
Englan_d and Wales

16 Trade and other receivables

2019
£000
Trade receivables’ . 2,180
‘Amounts due from group'-unde‘nziki'ngs 44,836
Prepayments and acéried inconde. ) 458
Qthér recgivables, ’ -

47.474

Included within -amounts due from group undertakings is £30778,000 (2018: £29,948, 000) felating to
intercorfipany loans. Loans to the valué of £21,579.000 (20.18: £20,749,000) are insecired, repayablc on
demand and ‘attract .interest. a1 4.0%. A foan' to the: vilue of £9,199,000 (2018 £8,678,000) is unsecured,
répayable on demand and attracts intérest ai 6.0%. All other amounts are non-interest bearing; unsecured. and
repa)'nble on demand:
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Notes to the Financial Statéments for the Yéar Endéd 30 Jurnié 2019 (continued)

17 Cash and cash éguivalents

2019 . 20i8
£ 000 £000
Cash at-bank 238 788
Bank-overdrafts (6,613) (15,955)
Cash and cash equivalents (6,375) (15,167
18 Trade and other payables
2019 2018
Curreént £000 £000
Trade payables 2,679 1.910°
‘Accruals and deferred income 3,784, 11,266.
Amounts ovved to group undertakings ' 22,875 28,172°
Social security dnd-other taxes 4,229 3,256
Other payables 107 9
Total current trade and other payables . 33674 . . 44613

Included within amounts owed to; group undertakings is-an amount of £4;118,000 (2018: £1,500,000) relating to-
an intercompany loan. The loan i§ unsegured, repay'lble on deinand and attracts-interest at 4.0%. All other
amounts are non-interest bearlng unsecured and repayable on-demand.

19 Shave capital

Allotted, calléd up and fully paid shares

Ordinary Sharés 6f £1 each

20 Obligations under leases and hire purchase contracts

Operating leases

The total future valug of minimum lgase payments is as follows

Withjri ‘one yaf
In'two to five years

. 2019 2018
No. £000 No. £ 000
100 ‘ 100 -
2019 2018
£000 £000
2922 251
415 403
637 654
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Notes to the Financial Statements for the Year Ended 30 June 2019 (continued)

21 Pension and othér schemes

Definéd contribution peénsion schéme

‘The company operates a defined cantribuition pension scherme. The pension cost charge for the year represents
‘contributions payable ‘and accrued by the company to the scheme and -amounted to £1.713,000 (2018 -
£2,258,000).

22 Impact of COVID-19 on the Financial Statements

Subsequent to-the 30 June 2019 balance sheet date, the world has been impacted by a global pandemic.

This pandemic has had -a significant impact on the Kier Group, beth -operationally and financially. Decisive

management actions led to Kier implerheriting the following self-help medsures:

) Tempor'lrlly closed all sites to ensure that we could operate safely. Through the application of Site Operatinig.
Procedures issuied by the Construction Leadership Council we were able to Keep-about 80% of our sites open

lhroughoul the period. Currently all sites are now open.

» Asked ¢.6,500 employces to take -a femporary pay reduction for the three months to 30 June 2020. These

feductioris dependéd on seniorily aiid ranged between 7.5% to 25%. )
» The Group furloughed ¢.2,000 employees through the pcnod As at 31 July 2020 there were none left on’
furlsugh. .
» The Group also deferred various ta.\ahon payments during the period as allowed by the Government.

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

» The closure of the former headquarters at Tempsford Hall in Bedfordshire was, brought forward to 30 Aprll

2020 fror the previously annouriced’ddte 6f 30. June 2020.

) Through strong relationships with the members of our banl\mg syndicate and other debt providers they all

agreed waivers to the Group’s financial covenants for the year ended 30 June 2020.

» Paused rcducmg utilisation of the Kler Early Payment Scheme (‘KEPS").

The impact of COVID-19 was subsequént to the balance shieet date aid has had no impdct o the results of the

‘Company for the year-ended 30 June 2019, Consideration as to the impact on the Company's going concern
assumption has beén given on pages 9 and 10.

23 Loaiis-and borrowiiigs

2019 2018

£000 £000
Current loans'and borrowings . ) A
Bank overdrafts 6,613 15,955 .
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24 Other proyisions:

Insurance - Restructuring " Onerous: Dilapidation
Provisic provisi contracts provisions” Total
) £.000 £000 £000: . 000 - £000
AL1:July-2018 36 i - - 43 . 79
Additional;provisions - 875 1,600 - 2475
Provisions-uscd (36) - - 43) {79y
A130 June 2019 . ) 5 - 875 1,600, - 2,475
Current liabililies - 875 1,600 - 2,475
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Naotes to the Financial Statements for the Year Ended 30 June 2019 (continued) _ -

25 Parentand dltimite parént undértaking

The Company's immediate parent is Kier Holdings Limited.
The ultimate parent is Kier Group plc.

The ultimate controlling party is Kier Group plc.

Relationship. between entity and parents . .

The parent of the largest group in swhich these financial statements are conselidated is Kier Group plc;
-sincorporated in England arid Wales.

The address of Kier Group plc is:

81 Fountain Street

Manchester

M2 2EE, .

More information about Kier Group, plc can be founid at wwv.kier.co.uk.

The parent of the smallest group in which these financial ‘statemérits are consoliddted is Kiér Limited,

incorporated in England and Wales.

The address of Kier Limited is:

81 Fountain Street

Manchester

M2 2EE

The financial statemients of Kier Limited are'available from Companjes House.
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