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KH Engineering Services Limited

Strategic report
for the year ended 31 March 2022

The directors present their strategic report together with the audited financial statements for the year
ended 31 March 2022.

Principal activities

The principal activities of the Company are electrical and mechanical engineering solutions for the rail
and wider transport sectors.

Review of the business

The business has achieved results in line with management expectations, delivering projects and
services to our train operating companies and tier 1 contractor clients.

The accounting reference date was shortened last year to 31 March to be in line with the Group. Prior
year comparatives are not entirely comparable to the current year as they are for a period of 11 months
rather than a full year.

Company turnover for the year was £12.5m (period ended 31 March 2021: £8.9m) and operating profit
was £1.4m (period ended 31 March 2021: £0.7m). The net assets at 31 March 2022 were £5.2m (2021:
£4.1m).

We continue to build on the strong reputation achieved in our key markets and to establish
relationships with new clients.

The health and safety policy and operational arrangements of KH Engineering Services Limited have
remained fully enforced throughout the year and resulted in another year with no Reporting of Injuries,
Diseases and Dangerous Occurrences Regulations (RIDDORs). The Company continues to be
focused on continual improvement and has identified key objectives to meet in the forthcoming year,
which include implementing a behavioural safety leadership improvement programme and improving
our service avoidance system.

Outlook

The impact of the Covid-19 pandemic has resulted in the suspension of the train operating franchise
model and the replacement of Network Rail with Great British Railways. This period of change has
delayed the award of a number of projects and impacted the success of long established work winning
strategies for KH Engineering Services Limited. This will have more of an impact next year with
schemes being delayed and funding routes changed.

Client’s key representatives have continued to work from home throughout the pandemic restricting
the development of project pipelines and further delaying the award of new projects.

The business has continued to develop staff and increase the number of apprentices in order to build
on our continued success and facilitate expected growth over the next few years, however market
forces has created a staff deficit within the business with the operating model moving towards supply
chain delivery.

Key peﬁormance indicators (KPIs)

The Board monitors progress on the overall Company strategy and trading performance by reference
to KPls, the principal measures being turnover, EBITDA (earnings before interest, tax, depreciation
and amortisation), operating profit, order book, cash flow and accident frequency rate. See also
Review of the Business above. Group performance against these can also be found in the
consolidated financial statements of M Group Services Limited. The Company performed in line with
expectations on all the KPI's.



KH Engineering Services Limited

Strategic report
for the year ended 31 March 2022 (continued)

Principal risks and uncertainties
Economic conditions

Much of the Company’s activities are within the transport infrastructure and rely upon train operating
companies continuing to replace and upgrade life expired electrical and mechanical installations. The
current suspension of the rail franchises by central government is unprecedented and does give cause
for concern. Ultimately, demand for our services will remain but the delivery model will need to adapt
to reflect the changing landscape. We continue to engage with our clients to ensure we are able to
assess and mitigate this risk. ’

Skills shortages

The Company focuses on delivery via directly employed engineers and within the market these are
skill shortages, we invest in staff training and employing apprentices to fulfil the staffing requirements
of the business. There is a risk that skill shortages may impact the Company’s ability to deliver its
services. The Company is actively recruiting engineering staff to address the skills shortage.

Health and safety

There is a risk that a significant health and safety failure would impact our ability to conduct our existing
business and win new business. Health and safety considerations form a key part of the Company’s
operational practices and the Company promotes a culture that puts safety first. The Company
operates safe and reliable working practices through a policy of honesty, trust and sharing best
practices across all business operations.

Financial risk

The Company is exposed to market risk in respect of any changes in interest rates with regard to its
cash holdings. Management of cash is supported via the M Group Services Treasury Team as part
of the group’s overall cash management strategy.

~ The Company's customers are blue chip companies with strong credit ratings and the directors
consider that credit risk is minimal. As appropriate, the Company carries out credit reviews for new
customers and sets credit terms to ensure the credit risk for each new customer is appropriately
managed.

The strategic report was approved and authorised for issue by the board of-directors.

On behalf of the board,

F— D

J H Davies

Director

9 December 2022

Registered Number: 07523778

Abel Smith House
Gunnels Wood Road
Stevenage
Hertfordshire
SG12ST



KH Engineering Services Limited

Directors’ report
for the year ended 31 March 2022

The directors present their Annual report together with the audited financial statements for the year
ended 31 March 2022.

Business review and future developments

In accordance with section 414c¢ (11) of the Companies Act 2006, the directors have chosen to include
the principal activity of the Company; the principal risks and uncertainties; the financial risk; the
business review; and future developments in the Strategic Report.

Dividends

Dividends paid in the year amounted to £nil (2021: £nil). The directors do not recommend the payment
of a final dividend (2021: £nil).

Directors
The directors who served during the year and up to the date of signing were as follows:

J M Arnold

D Bates (Resigned 31 August 2021)

M G Beesley (Resigned 22 October 2021)

J H Davies

A R Findlay (Appointed 18 August 2021)

M R Francis (Resigned 15 September 2022)
S Hollingsworth - (Resigned 31 December 2021)
C Keen (Appointed 15 September 2022)
A Loosveld (Appointed 15 September 2022)
R J Walker

J R Winnicott

S P Kearney (Appointed 31 January 2022 & resigned 8 November 2022)

Third party indemnity

The Company maintains qualifying third party indemnity insurance for all directors as allowed by
section 234 of the Companies Act 2006. These insurances were in force throughout the year to 31
March 2022 and up to the date the financial statements were approved.

Going concern

The directors have taken into account uncertainties in preparing financial projections and assessing
the future prospects of the Company and Group. These included the risk of a significant economic
shock impacting the UK essential infrastructure market. However, this is considered a low risk as
during the economically challenging period as a result of the COVID-19 pandemic, the Group was able
to generate positive operating cash flows demonstrating the Group’s ability to withstand significant
external economic shocks. They also considered the impact of the high inflationary environment,
however this is also considered low risk given the nature of the Group’s framework agreements, the
majority of which have indexation mechanisms. Cash flow has been and continues to be robust, in
line with management’s expectations. Demand in our resilient markets remains strong and the Group
has significant levels of liquidity available.

Accordingly, based on the Group’s financial projections and the current expectations of the directors
about the prospects of the Group and Company, the financial statements have been prepared on the
going concern basis.

The directors consider that the Company can meet its obligations as they fall due for a period of at
least twelve months from the date of the directors’ approval of these financial statements.



KH Engineering Services Limited

Directors’ report
for the year ended 31 March 2022 (continued)

Post balance sheet events

Following a strategic review of the legal structure of the Minerva Equity Limited group, on 31 May 2022
100% of the Company’s share capital was sold by KH Engineering Holdings Limited to fellow
subsidiary M Group Transport Limited. o

Employee engagement

Employees are kept informed on matters affecting them. The Company communicates through regular
briefings, presentations, electronic mailings and the wide circulation of magazines, to achieve
awareness of all employees in relation to the financial and economic factors that affect the
performance of the Company. Reward and recognition schemes are in place to encourage
participation in the Company’s performance, highlight the achievements and successes of our people
and to thank them for their hard work and dedication.

The Company is an equal opportunities employer and applications from disabled persons are fully and
fairly considered, having regard to the aptitudes and abilities of the applicant. In the event of disability,
every effort is made to ensure that employment continues and appropriate training is given. Career
development and promotion of disabled people is, as far as possible, identical to that of other
employees. '

Statement of directors’ responsibilities

The directors are responsible for preparing the Annual Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that
law the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law),
including FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of Ireland”.
Under company law the directors must not approve the financial statements unless they are satisfied
that they give a true and fair view of the state of affairs of the Company and of the profit or loss of the
Company for that period.

In preparing these financial statements, the directors are required to:

. select suitable accounting policies and then apply them consistently;

. make judgments and accounting estimates that are reasonable and prudent;

. state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and

- prepare the financial statements on the going concern basis unless it is inappropriate to

presume that the Company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company’s transactions and disclose with reasonable accuracy at any time the financial
position of the Company and enable them to ensure that the financial statements comply with the
Companies Act 2006. They are also responsible for safeguarding the assets of the Company and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.



KH Engineering Services Limited

Directors’ report
for the year ended 31 March 2022 (continued)

Statement of disclosure of information to auditor

In the case of each director in office at the date the Directors’ Report is approved:

. so far as the director is aware, there is no relevant audit information of which the Company’s
auditor is unaware; and
. they have taken all the steps that they ought to have taken as a director in order to make

themselves aware of any relevant audit information and to establish that the Company’s auditor
is aware of that information.

Auditor

Deloitte LLP have expressed their willingness to continue in office as auditor and appropriate
arrangements have been put in place for them to be deemed reappointed as auditor in the absence of
an Annual General Meeting. :

The directors’ report was approved and authorised for issue by the board of directors.

On behalf of the board,

(o

J H Davies

Director

9 December 2022

Registered Number: 07523778 Abel Smith House
Gunnels Wood Road
Stevenage
Hertfordshire
SG1 28T



KH Engineering Services Limited

Independent auditor’s report to the members of KH Engineering
Services Limited

Report on the audit of the financial statements
Opinion
In our opinion the financial statements of KH Engineering Services Limited (the ‘company’):

« give a true and fair view of the state of the company’s affairs as at 31 March 2022 and of its profit
for the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, including Financial Reporting Standard 102 “The Financial Reporting Standard
applicable in the UK and Republic of Ireland”; and

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

We have audited the financial statements which comprise:

the statement of comprehensive income;
the balance sheet;

the statement of changes in equity; and
the related notes 1 to 22.

The financial reporting framework that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards, Financial Reporting Standard 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted
Accounting Practice). :

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the auditor's
responsibilities for the audit of the financial statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to
our audit of the financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC's’)
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Conclusions relating to going concern

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

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

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

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor's report thereon. The directors are responsible for the other information
contained within the annual report. Our opinion on the financial statements does not cover the other
information and, except to the extent otherwise explicitly stated in our report, we do not express any
form of assurance conclusion thereon.



KH Engineering Services Limited

Independent auditor’s report to the members of KH Engineering
Services Limited (continued)

Other information (continued)

Our responsibility is to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our knowledge obtained in the
course of the audit, or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether this gives
rise to a material misstatement in the financial statements themselves. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are required
to report that fact.

We have nothing to report in this regard.
Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and
for such internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

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

Auditor’s responsibilities for the audit of the financial statements

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

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

Extent to which the audit was considered capable of detecting irregularities, including fraud

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

We considered the nature of the company’s industry and its control environment, and reviewed the
company's documentation of their policies and procedures relating to fraud and compliance with laws
and regulations. We also enquired of management about their own identification and assessment of
the risks of irregularities.

We obtained an understanding of the legal and regulatory framework that the company operates in,
and identified the key laws and regulations that:

e had a direct effect on the determination of material amounts and disclosures in the financial
statements. These included UK Companies Act; and

e do not have a direct effect on the financial statements but compliance with which may be
fundamental to the company’s ability to operate or to avoid a material penalty. These included
General Data Protection Regulations (*GDPR”).



KH Engineering Services Limited

Independent auditor’s report to the members of KH Engineering
Services Limited (continued)

We discussed among the audit engagement team including relevant internal specialists such as tax
regarding the opportunities and incentives that may exist within the organisation for fraud and how and
where fraud might occur in the financial statements.

As a result of performing the above, we identified the greatest potential for fraud in the following areas,
and our specific procedures performed to address them are described below:

The Work in progress ("WIP") is recognised based on revenue in the year that has not been billed at
the year end. Judgement is applied in determining the recoverability of this balance, and therefore the
revenue, and a provision is applied to the portion of WIP that may not be recoverable. The

procedures performed included obtaining evidence of cash collections post year end for a sample of
contracts.

In common with all audits under ISAs (UK), we are also required to perform specific procedures to
respond to the risk of management override. In addressing the risk of fraud through management
override of controls, we tested the appropriateness of journal entries and other adjustments; assessed
whether the judgements made in making accounting estimates are indicative of a potential bias; and
evaluated the business rationale of any significant transactions that are unusual or outside the normal
course of business.

In addition to the above, our procedures to respond to the risks identified included the following:

e reviewing financial statement disclosures by testing to supporting documentation to assess
compliance with provisions of relevant laws and regulations described as having a direct effect on
the financial statements;

o performing analytical procedures to identify any unusual or unexpected relationships that may
indicate risks of material misstatement due to fraud;

« enquiring of management concerning actual and potential litigation and claims, and instances of
non-compliance with laws and regulations; and

¢ reading minutes of meetings of those charged with governance.

Report on other legal and regulatory requirements
Opinions on other matters prescfibed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

o the information given in the strategic report and the directors’ report for the financial year for which
the financial statements are prepared is consistent with the financial statements; and

e the strategic report and the directors’ report have been prepared in accordance with applicable
legal requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified any material misstatements in the strategic report or the
directors’ report.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our
opinion:

« adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or
the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.



KH Engineering Services Limited

Independent auditor’s report to the members of KH Engineering
Services Limited (continued)

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part
16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to the
company’s members those matters we are required to state to them in an auditor’s report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the company and the company’s members as a body, for our audit work, for this
report, or for the opinions we have formed.

4""‘"“*\ \"Q\-—pa}\c,__,
"5 |

Craig Wisdom (Partner)

- For and on behalf of Deloitte LLP
Statutory Auditor

St Albans, UK

9 December 2022
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KH Engineering Services Limited

Statement of comprehensive income
for the year ended 31 March 2022

Year to Period to

31 March 31 March

2022 2021

Note £'000 £'000

Turnover 5 12,451 8,908
Cost of sales (8,277) (6,753)
Gross profit 3,174 2,155
Administrative expenses (1,787) (1,484)
Other operating income 6 6 48
EBITDA before exceptional items 1,516 832
Exceptional items 7 (39) (9)
Depreciation 7,10 (84) (104)
Operating profit 7 1,393 719
Profit before taxation 1,393 719
Tax on profit 9 (265) (136)
Profit for the financial year / period 1,128 583
Other comprehensive income - -
1,128 583

Total comprehensive income for the financial year /
period

The accompanying notes on pages 14 to 30 form part of these financial statements.

The above results relate to continuing operations for the financial year / period.

1
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KH Engineering Services Limited

Balance sheet
as at 31 March 2022

At 31 At 31
March March
2022 2021
Note £°000 £000
Fixed assets
Tangible assets 10 - 81
Debtors: amounts due after more than one year 1" 1,663 1,736
1,663 1,817
Current assets
Stocks 12 2 2
Debtors 13 4,108 2,486
Cash at bank and in hand 1,589 1,669
5,699 4,157
Creditors: amounts falling due within one year 14 (2,150) (1,877)
Net current assets 3,549 2,280
Total assets less current liabilities 5,212 4,097
Provisions for liabilities 15 - (13)
Net assets v 5,212 4,084
Capital and reserves
Called up share capital 17 - -
Profit and loss account 5,212 4,084
5,212 4,084

Total equity

The notes on pages 14 to 30 are an integral part of these financial statements.

The financial statements on pages 11 to 30 were approved and authorised for issue by the board of
directors on 9 December 2022 and were signed on its behalf by:

S

J H Davies

R J Walker
Director

Registered Number: 07523778

Director

12



KH Engineering Services Limited

Statement of changes in equity
for the year ended 31 March 2022

Profit and
Called up share loss .
capital  account Total equity
£000 £'000 £000
Note
Balance as at 1 May 2020 - 3,501 3,501
Profit and total comprehensive income - 583 583
for the financial period A
Balance as at 31 March 2021 - 4,084 4,084
Profit and total comprehensive income - 1,128 1,128
for the financial year
Balance as at 31 March 2022 - 5,212 5,212

The notes on pages 14 to 30 are an integral part of these financial statements.

13



KH Engineering Services Limited

Notes to the financial statements
for the year ended 31 March 2022

General information

KH Engineering Services Limited is a private company limited by shares incorporated in the United
Kingdom under the Companies Act 2006 and is registered in England. The address of its registered
office is Abel Smith House, Gunnels Wood Road, Stevenage, Hertfordshire, SG1 2ST.

Statement of compliance

The individual financia! statements of KH Engineering Services Limited have been prepared in
_compliance with United Kingdom Accounting Standards, including Financial Reporting Standard 102,
“The Financial Reporting Standard applicable in the United Kingdom and the Republic of Ireland”
(“FRS 102”) and the Companies Act 2006.

Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented.

Basis of preparation
The financial statements are prepared on a going concern basis under the historical cost convention.

The Company’s functional and presentation currency is the pound sterling. Monetary amounts in these
financial statements are rounded to the nearest thousand.

The preparation of financial statements in conformity with FRS 102 requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying
the Company’s accounting policies. The areas involving a higher degree of judgement or complexity,
or areas where assumptions and estimates are significant to the financial statements are disclosed in
note 4.

Going concern

The directors have taken into account uncertainties in preparing financial projections and assessing
the future prospects of the Company and Group. These included the risk of a significant economic
shock impacting the UK essential infrastructure market. However, this is considered a low risk as
during the economically challenging period as a result of the COVID-19 pandemic, the Group was able
to generate positive operating cash flows demonstrating the Group’s ability to withstand significant
external economic shocks. They also considered the impact of the high inflationary environment,
however this is also considered low risk given the nature of the Group’s framework agreements, the
majority of which have indexation mechanisms. Cash flow has been and continues to be robust, in
line with management's expectations. Demand in our resilient markets remains strong and the Group
has significant levels of liquidity available.

Accordingly, based on the Group’s financial projections and the current expectations of the directors
about the prospects of the Group and Company, the financial statements have been prepared on the
going concern basis.

The directors consider that the Company can meet its obligations as they fall due for a period of at
least twelve months from the date of the directors’ approval of these financial statements.

14



KH Engineering Services Limited

Notes to the financial statements
for the year ended 31 March 2022 (continued)

Summary of significant accounting policies (continued)
Exemptions for qualifying entities under FRS 102

FRS 102 allows a qualifying entity certain disclosure exemptions, subject to certain conditions which
have been complied with. The Company is a qualifying entity as its results are consolidated into the
financial statements of Minerva Equity Limited which are publicly available.

As a qualifying entity the company has taken advantage of the following exemptions

e from preparing a statement of cash flows, as allowed by FRS 102 paragraph 1.12(b)

e from disclosing a table of financial instruments as allowed by FRS 102 paragraph 1.12(c)

¢ from disclosing transactions with entities that are part of the Minerva Equity Limited group
where 100% of the voting rights of these entities are controlled within the group as required
by FRS 102 paragraph 33.1A.

o from disclosing key management personnel compensation, as required by FRS 102 paragraph
33.7.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable for the rendering of
services provided and net of discounts and value added taxes.

Rendering of services

Revenue from a contract to provide services is recognised in the period in which the services are
provided in accordance with the stage of completion of the contract when all the following conditions
are satisfied:

The amount of revenue can be measured reliably;
It is probable that the Company will receive the consideration due under the contract;
The stage of completion of the contract at the end of the reporting period can be measured
reliably; and
e The costs incurred and costs to complete the contract can be measured reliably

Contract income

Profit on long term contracts is taken as the work is carried out if the final outcome can be assessed
with reasonable certainty. The profit included is calculated on a prudent basis to reflect the proportion
of work carried out at the year end, by recording turnover and related costs as contract activity
progresses. Turnover is calculated as the proportion of total contract value which costs incurred to
date bear to total expected costs for the contract. Revenues derived from variations on contracts are
recognised only when they have been accepted by the client. Full provision is made for losses on all
contracts in the year in which they are first foreseen.

Exceptional items

Where it is considered that items of income or expense are material and are considered ‘one off’ or
because they are material and of a scale such that separate presentation is helpful for the reader of
the financial statements to understand the financial performance of the entity, their nature and amount
is disclosed separately on the face of the profit and loss account where this enhances the
understanding of the Company’s financial performance.

15



KH Engineering Services Limited

Notes to the financial statements
for the year ended 31 March 2022 (continued)

Summary of significant accounting policies (continued)
Government grants

Government grants are recognised based on the accrual model and are measured at the fair value
where there is reasonable assurance that the grant will be received. Amounts received are recognised
over the period in which the related costs are recognised. In the current and previous year, grant
accounting has only been applied to the Job Retention Scheme launched as part of HM Governments
response to the COVID-19 pandemic.

Employee benefits
Short-term benefits

Short-term benefits, including holiday pay and other similar non-monetary benefits, are recognised as
an expense in the period in which the service is received.

Defined contribution pension plans

The Company operates a defined contribution plan for its employees. A defined contribution plan is a
pension plan under which the Company pays fixed contributions into a separate entity. Once the
contributions have been paid the Company has no further payment obligations. The contributions are
recognised as an expense when they are due. Amounts not paid are shown in accruals in the balance
sheet. The assets of the plan are held separately from the Company in independently administered
funds.

Taxation

Taxation expense for the period comprises current and deferred tax recognised in the reporting period.
Tax is recognised in the profit and loss account, except to the extent that it relates to items recognised
in other comprehensive income or directly in equity. In this case tax is also recognised in other
comprehensive income or directly in equity respectively.

Current or deferred taxation assets and liabilities are not discounted.
Current tax

Current tax is the amount of income tax payable in respect of the taxable profit for the period or prior
years. Tax is calculated on the basis of tax rates and laws that have been enacted or substantively
enacted by the period end.

Management periodically evaluates positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation. It establishes provisions where appropriate on the
basis of amounts expected to be paid to the tax authorities.

Deferred tax

Deferred tax arises from timing differences that are differences between taxable profits and total
comprehensive income as stated in the financial statements. These timing differences arise from the
inclusion of income and expenses in tax assessments in periods different from those in which they are
recognised in financial statements.

Deferred tax is recognised on all timing differences at the reporting date except for certain exceptions.

Unrelieved tax losses and other deferred tax assets are only recognised when it is probable that they
will be recovered against the reversal of deferred tax liabilities or other future taxable profits.

Deferred tax is measured using tax rates and laws that have been enacted or substantively enacted
by the period end and that are expected to apply to the reversal of the timing difference.

16



KH Engineering Services Limited

Notes to the financial statements
for the year ended 31 March 2022 (continued)

Summéry of significant accounting policies (continued)
Tangible assets

Tangible assets are included at historic purchase cost less accumulated depreciation and-accumulated
impairment losses. Cost includes the original purchase price of the asset and the costs directly
attributable to bringing the asset into its working condition for its intended use.

Depreciation and residual values

Depreciation of assets is calculated at rates expected to write off cost less the estimated residual value
of the relevant assets over their expected useful lives. The expected useful lives of the assets to the
business are reassessed periodically in light of experience.

The expected useful lives used are principally as follows:

Plant and machinery - 3 years straight line
Vehicles, fixtures, fittings and equipment - 3 years straight line
Derecognition

Tangible assets are derecognised on disposal or when no future economic benefits are expected. On
disposal, the difference between the net disposal proceeds and the carrying amount is recognised in
the profit and loss account.

Leased assets

At inception the Company assesses agreements that transfer the right to use assets to the Company.
The assessment considers whether the arrangement is, or contains, a lease based on the substance
of the arrangement.

Finance leased assets

Lease of assets that transfer substantially all the risks and rewards incidental to ownership are
classified as finance leases.

Finance leases are capitalised at commencement of the lease as fixed assets at the fair value of the
leased asset, or if lower, the present value of the minimum lease payments calculated using the
interest rate implicit in the lease. Where the implicit rate cannot be determined the Company’s
incremental borrowing rate is used. Incremental direct costs, incurred in negotiating and arranging the
lease, are included in the cost of the asset.

Assets are depreciated over the shorter of the lease term and the estimated useful life of the asset.
Assets are assessed for impairment at each reporting date.

The capital element of lease obligations is recorded as a liability on inception of the arrangement.
Lease payments are apportioned between capital repayment and finance charge, using the effective
interest rate method, to produce a constant rate of charge on the balance of the capital repayments
outstanding.

Operating leased assets

Leases that do not transfer all the risks and rewards of ownership are classified as operating leases.
Payments under operating leases are charged to the profit and loss account on a straight-line basis
over the period of the lease.

Lease incentives

Incentives received to enter into a finance lease reduce the fair vaiue of the asset and are included in
the calculation of present value of minimum lease payments.

Incentives received to enter into an operating lease are credited to the profit and loss account, to
reduce the lease expense, on a straight line basis over the period of the lease.
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KH Engineering Services Limited

Notes to the financial statements
for the year ended 31 March 2022 (continued)

Summary of significant accounting policies (continued)
Stocks

Stocks are stated at the lower of historical cost and estimated selling price less costs to complete and
sell. Stocks are recognised as an expense in the period in which the related revenue is recognised.
Cost is determined on the first-in, first-out (FIFO) method. Cost includes the purchase price, including
taxes and duties and transport and handling directly attributable to bringing the stock to its present
location and condition.

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term
highly liquid investments with original maturities of three months or less and bank overdrafts. Bank
overdrafts are shown within borrowings in creditors falling due within one year.

Provisions and contingencies
Provisions

A provision is recognised when the Company has a present legal or constructive obligation as a result
of a past event for which it is probable that an outflow of resources will be required to settie the
obligation and the amount can be reliably estimated. If the effect is material, provisions are determined
by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to the liability. The
increase in the provision due to passage of time is recognised as a finance cost.

Contingencies

Contingent liabilities arising as a result of past events are not recognised when (i) it is not probable
that there will be an outflow of resources or that the amount cannot be reliably measured at the
reporting date or {ii) the existence will be confirmed by the occurrence or non-occurrence of uncertain
future events not wholly within the Company’s control. Contingent liabilities are disclosed in the
financial statements unless the probability of an outflow of resources is remote.

Contingent assets are not recognised. Contingent assets are disclosed in the financial statements
when an inflow of economic benefits is probable.

Financial instruments .
The Company has chosen to adopt Sections 11 and 12 of FRS 102 in respect of financial instruments.
Financial assets

Basic financial assets, including trade and other receivables, cash and bank balances, are initially
recognised at transaction price, unless the arrangement constitutes a financing transaction, where the
transaction is measured at the present value of the future receipts discounted at a market rate of
interest.

Such assets are subsequently carried at amortised cost using the effective interest method.

At the end of each reporting period financial assets measured at amortised cost are assessed for
objective evidence of impairment. If an asset is impaired the impairment loss is the difference between
the carrying amount and the present value of the estimated cash flows discounted at the asset's
original effective interest rate. The impairment loss is recognised in the profit and loss account.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised the impairment is reversed. The reversal is such that the current carrying amount does not
exceed what the carrying amount would have been had the impairment not previously been
recognised. The impairment reversal is recognised in the profit and loss account.
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KH Engineering Services Limited

Notes to the financial statements
for the year ended 31 March 2022 (continued)

Summary of significant accounting policies (continued)
Financial instruments (continued)
Financial assets (continued)

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset
expire or are settled, or (b) substantially all the risks and rewards of the ownership of the asset are
transferred to another party or (c) control of the asset has been transferred to another party who has
the practical ability to unilaterally sell the asset to an unrelated third party without imposing additional
restrictions.

Financial liabilities

Basic financial liabilities, including trade and other creditors, bank loans and overdrafts, are initially
recognised at transaction price, unless the arrangement constitutes a financing transaction, where the
debt instrument is measured at the present value of the future receipts discounted at a market rate of
interest.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Trade creditors are classified as current liabilities if payment is due
within one year or less. If not, they are presented as non-current liabilities. Trade creditors are
recognised initially at transaction price and subsequently measured at amortised cost using the
effective interest method.

Financial liabilities are derecognised when the liability is extinguished, that is when the contractual
obligation is discharged, cancelled or expires.

Offsetting

Financial assets and liabilities are offset and the net amounts presented in the financial statements
when there is an enforceable right to set off the recognised amounts and there is an intention to settle
on a net basis or to realise the asset and settle to liability simultaneously.

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
ordinary shares or options are shown in equity as a deduction, net of tax, from the proceeds.

Distributions to equity holders

Dividends and other distributions to Company's shareholders are recognised as a liability in the
financial statements in the period in which the dividends and other distributions are approved by the
Company’s shareholders. These amounts are recognised in the statement of changes in equity.

Related party transactions

The Company discloses transactions with related parties which are not wholly owned by the Minerva
Equity Group. It does not disclose transactions with members of the Minerva Equity Group that are
wholly owned.
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KH Engineering Services Limited

Notes to the financial statements
for the year ended 31 March 2022 (continued)

4 Critical accounting judgements and estimation uncertainty

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances. '

Critical judgements in applying the entity’s accounting policies

There are no specific judgements that have been made that would result in a material change to the
statutory financial statements.

Critical accounting estimates and assumptions

The Company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates and assumptions
that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are addressed below.

Amounts recoverable on contract provisioning

The Company provides support services to blue-chip clients in the transport and rail sectors in the UK
and typically via framework contracts. Consistent with its revenue recognition policy, the Company
makes an estimate of the recoverable value and makes a provision for any known or anticipated
losses. See note 13 for the net carrying amount of amounts recoverable on contract.

. Revenue recognition

The Company has pain/gain mechanisms built into its revenue contracts as explained in the
accounting policies. Whether and at what amount the pain or gain is to be recognised will depend on
the expertise within the Company to judge the uncertainties and make the required estimations which
are part of the judgements and estimates made when calculating the amounts recoverable on contract.
See note 13 for the net carrying amount of amounts recoverable on contract.

5 Turnover

The Company had one class of business providing electrical and mechanical engineering solutions for
the rail and wider transport sectors. All turnover relates to activities in the United Kingdom.

6 Other operating income

Year to 31 Period to
March 31 March

2022 2021
£'000 £°000
Grants received under Coronavirus Job Retention Scheme 6 48
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KH Engineering Services Limited

Notes to the financial statements
for the year ended 31 March 2022 (continued)

7 Operating profit

Restated
Year to Period to
31 March 31 March

2022 2021

£'000 £000
Operating profit is stated after charging / (crediting):
Wages and salaries 3,687 2,876
Social security costs 351 312
Other pension costs | 65 53
Staff costs 4,003 3,241
Depreciation (Note 10) 84 104
Operating lease rentals - property 107 98
(Profit) / loss on sale of fixed assets (24) 50
Exceptional costs 39 9
Services provided by the Company’s auditor
Fees payable to the Company’s auditor for the audit of the financial . 23 22

statements

In accordance with SI 2008/489 the Company has not disclosed the fees payable to the Company’s
auditor for ‘Other services’ as this information is included in the consolidated financial statements of
Minerva Equity Limited.

The exceptional costs in both the current year and prior year relate to redundancy costs.

In the financial statements for the period ended 31 March 2021, wages and salaries were incorrectly
disclosed as £1,824k with total staff costs of £2,189k. The amount of wages and salaries disclosed
should have been £2,876k with total staff costs of £3,241k. The comparative numbers shown above

have therefore been restated accordingly. This has no impact elsewhere in the financial statements
as the correct amount was included in arriving at profit or loss for the period.

21



KH Engineering Services Limited

Notes to the financial statements
for the year ended 31 March 2022 (continued)

Employees and directors

Year to Period to
31 March 31 March
2022 2021
Number Number
Average monthly number of full time equivalent management and 33 30
supervisory staff employed (including executive directors)
Average monthly number of full time equivalent operational staff 48 42
employed (including executive directors)
81 72
Year to Period to
Directors’ remuneration 31 March 31 March
2022 2021
£°000 £000
Emoluments 250 394
Pension contributions 8 5
258 399
Highest paid director
Total emoluments 98 120
Pension contributions 4 1
102 121

Retirement benefits are accruing to 3 directors under a defined contribution scheme (2021: 3).

Certain directors are remunerated by other group companies. No recharges are made to the Company

in respect of their services.
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KH Engineering Services Limited

Notes to the financial statements

for the year ended 31 March 2022 (continued)

Tax on profit

Tax expense included in profit or loss 31Y'3|2::ﬁ ;elr\inzcirég
2022 2021
£000 £000
Current tax:
UK Corporation tax on profit for the year / period 280 154
Adjustments in respect of previous periods (2) 1
Total cﬁrrent tax charge 278 155
Deferred tax:
Origination and reversal of timing differences (15) (18)
Adjustments in respect of previous periods 2 )
Total deferred tax (credit) (13) (19)
Tax on profit 265 136

(SR
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KH Engineering Services Limited

Notes to the financial statements
for the year ended 31 March 2022 (continued)

Tax on profit (continued)

Reconciliation of tax charge

The tax assessed for the year is the same as (2021: lower than) the standard rate of corporation tax
in the UK of 19% (2021: 19%). The differences are explained below:

Year to Period to
31 March 31 March

2022 2021
£000 £000
Profit before taxation 1,393 719
Profit before taxation muitiplied by the standard UK rate of tax 19% 265 137
(2021: 19%) :
Effects of:
Adjustments in respect of previous periods - (1)
Total tax charge for the year / period 265 136

In the Spring Budget 2021, the UK Government announced that from 1 April 2023 the corporation tax
rate would increase to 25% (rather than remaining at 19%, as previously enacted). This new law was
substantively enacted on 24 May 2021. Deferred taxes at the balance sheet date have been measured
using these enacted tax rates and reflected in these financial statements.
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KH Engineering Services Limited-

Notes to the financial statements

for the year ended 31 March 2022 (continued)

10 Tangible assets

Vehicles,
Plant and fixtures, fitting
machinery and equipment Total
Cost £000 £000 £000
At 1 April 2021 69 361 430
Additions - 3 3
Disposals ' (5) (59) (64)
At 31 March 2022 64 305 - 369
At 1 April 2021 (51) (298) (349)
Charge for the year : (18) (66) (84)
Disposals 5 59 64
At 31 March 2022 (64) (305) (369)
Net book value at 31 March 2022 - - -
Net book value at 31 March 2021 18 63 81
11 Debtors: amounts due after more than one year
At 31 At 31
March 2022 March 2021
£'000 £000
Amounts owed by group undertakings 1,663 1,736

Amounts owed by group undertakings are unsecured, interest free and are repayable on ‘demand.

Amounts owed by group undertakings are intended for the continuing use of the borrowing companies
as part of the capital structure of those companies. As such they represent fixed assets of KH

Engineering Services Limited.
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KH Engineering Services Limited

Notes to the financial statements
for the year ended 31 March 2022 (continued)

12 Stocks

13 Debtors

At 31 March At 31 March

2022 2021

£'000 £000

Raw materials 2 2
At 31 March At 31 March

2022 2021

Amounts falling due within one year £000 £'000
Trade debtors 1,219 956
Amounts recoverable on contracts 2,395 1,116
Amounts owed by group undertakings 413 -
Corporation tax - 259
Other debtors 1 1
Prepayments and accrued income 80 154
4,108 2,486

Amounts owed by group undertakings are unsecured, interest-free and are repayable on demand.
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KH Engineering Services Limited

Notes to the financial statements
for the year ended 31 March 2022 (continued)

14 Creditors: amounts falling due within one year
At 31 March At 31 March

2022 2021

£'000 £000

Trade creditors 387 717
Amounts owed to group undertakings - 467

' Corporation tax 432 -
A Other taxation and social security - 90 91
Other creditors 249 490
Accruals and deferred income 992 112
2,150 1,877

Amounts owed to group undertakings are unsecured, interest-free and are repayable on demand.
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KH Engineering Services Limited

Notes to the financial statements
for the year ended 31 March 2022 (continued)

15 Provisions for liabilities

Deferred

Tax

£'000

At 1 April 2021 13

Adjustment in respect of prior years 2

Charge / (credit) to the profit and loss account (15)

At 31 March 2022 -
The provision for deferred tax consists of the following deferred tax liabilities:

At 31 At 31

March March

2022 2021

£°000 £000

Fixed asset timing differences - 15

Other temporary differences - (2)

Total deferred tax liability - 13

The amount of deferred tax expected to reverse in the next 12 months is £nil (2021:£nil).
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KH Engineering Services Limited

Notes to the financial statements
for the year ended 31 March 2022 (continued)

Post-employment benefits
Defined contribution scheme

The Company operates a defined contribution pension scheme for all qualifying employees. The
assets of the scheme are held separately from those of the Company in an independently administered
fund. :

The amount recognised as an expense for the defined contribution scheme was:

At 31 At 31

March March

2022 2021

£°000 £000

Current year contributions 65 53

Contributions amounting to £14,000 (2021: £11,000) were outstanding at the year end.

Called up share capital

At 31 At 31
March March
2022 2021
£000 £'000

Allotted and fully paid share capital
10,000 (2021: 10,000) ordinary shares of £0.01 each - -

There is a single class of ordinary shares. There are no restrictions on the distribution of dividends and
the repayment of capital. '

Capital and other commitments

Total future minimum lease payments under non-cancellable operating leases are as follows:

At 31 March At 31 March

2022 2021

Payments due £'000 £000
Within one year 133 133
Between one and five years 419 452
After five years - 192 292
744 877
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KH Engineering Services Limited

Notes to the financial statements
for the year ended 31 March 2022 (continued)

Contingent liabilities

There exist cross guarantees under a group banking arrangement whereby group companies have
guaranteed the liabilities of other group companies to their clearing banks. Net indebtedness under
this arrangement at 31 March 2022 was £nil (2021: £nil). Group bank debt is disclosed in the financial
statements of Minerva Equity Limited.

Related party transactions

The Company has taken advantage of the exemption under FRS 102.33.1A, and has not disclosed
transactions with entities that are part of the Minerva Equity Limited group, where 100% of the voting
rights of these entities are controlled within the group.

Immediate and ultimate parent undertaking and controlling parties

At 31 March 2022, the Company’s immediate parent undertaking was KH Engineering Holdings
Limited, a company registered in England and Wales.

The ultimate parent undertaking is Minerva Equity Limited, a company registered in England and
Wales, whose ultimate controlling party is PAl Partners a private equity firm registered in France.

M Group Services Limited is the parent undertaking of the smallest group to consolidate these financial
statements. Minerva Equity Limited is the parent undertaking of the largest group to consolidate these
financial statements.

Copies of the M Group Services Limited and Minerva Equity Limited consolidated financial statements
can be obtained from the Company Secretary at Abel Smith House, Gunnels Wood Road, Stevenage,
Hertfordshire, SG1 2ST.

Post balance sheet events

Following a strategic review of the legal structure of the Minerva Equity Limited group, on 31 May 2022
100% of the Company’s share capital was sold by KH Engineering Holdings Limited to fellow
subsidiary M Group Transport Limited.
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