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KCOM HOLDINGS LIMITED

STRATEGIC REPORT FOR THE YEAR ENDED 31 MARCH 2021

The Directors present the strategic report and the audited financial statements of the Company for the year ended 31
March 2021. These financial statements are prepared under United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice), including Financial Reporting Standard 101 Reduced Disclosure
Framework (FRS 101).

PRINCIPAL ACTIVITIES

" The ‘principal activities of the Company are providing internet, voice and network infrastructure services to both
wholesale and retail customers across Hull, East Yorkshire and North Lincolnshire.

-~ ~Theé company’s -activities include ‘the trade 'of the entire KCOM Group. The Company is incorporated in the United
Kingdom and domiciled in England.

BASIS OF PREPARATION

On 25 June 2021, KCOM announced the sale of its national ICT business (the “National Business™) to GCI Network

. " Solutions Limited (“Nasstar). This salé was subsequently completed on 31 July 2021. Following the criteria in IFRS

1. o5 “Non-current ‘Assets Held for Sale and Discontinued Operations”, management considered the requirements to treat
. -..Z the National Business as held for sale to be met as at the 31 March 2021.

nnl.ii.o . ir:AsaTesult, all'income.and costs.in rélation to the National Business are disclosed separately as discontinued operations

-~ -and prior year comparatives are restated. Assets held for sale and liabilities directly associated are presented as held
. ... for sale. and .disclosed on two-separate lines. in the balance sheet. Balance sheet comparatives are not restated.

RESULTS
- - - The profit for the firancial year attributable to the shareholders amounts to £22.9 million (2020: loss of £2.6 million).

REVIEW OF THE BUSINESS

The results for the year show revenue for continuing operations of £99.5 million, a £0.3 million increase on prior year
... 2....and anincrease in EBITDA of £2.5 million (8.6 per cent). Profit before tax from continuing operations is £11.0 million
~-—- . ...compared to a loss before tax of £7.6 million in the year ended 31 March 2020. This is predominantly due to lower
exceptional charges in the current year. ‘

--. “Following an in-depth strategic review of our National Business segment, the decision was taken to sell the trade and
. ...assets. of the business unit. The sale will allow us to focus on our core strategy as a regional provider of full fibre
..~.: broadband .to ‘'wholesale and retail markets. Revenue from discontinued operations has significantly declined
year-on-year as anticipated, with a decrease of £11.8 million (7 per cent). Profit before tax from discontinued
... .. . .operations improved by £7.9 million from £5.2 million to £13.1 million.

-7 .- On 31 March 2021, the Group finalised the sale of the National Business consumer base for £1.2 million, resulting in
... .. a gain on sale after taxation of £1.0 million which is classified within the discontinued operations results. The sale of
* the remaining discontinued operations and assets held for sale was finalised on 31 July 2021. For further information

see Note 23.

- Consumer revenue has increased by £2.7 million due to an increase in overall customer numbers of 5,800 (4 per cent),
. 7. a higher increase than recent.years, and a higher ARPU of £36.26, an increase of £0.60 (2 per cent). Broadband
customers have increased by 6 per cent to 132,300 (31 March 2020: 124,300), with 1,100 net adds in our fibre
-+ ~expansion area outside of our traditional footprint. Migration away from our legacy copper broadband has continued
" .- - with 89.1 per cent of broadband customers on fibre, up from 82.4 per cent as at 31 March 2020.

Business revenue has declined by £0.5 million (2 per cent) predominately due to the impacts of Covid-19 with lower

.revenue from broadband rentals and voice calls due to small businesses temporarily closing and/or working from

home. This is in part offset by bandwidth increasing from the full year impact of four public sector WAN wins. The

. decline also reflects the continued reduction in voice rentals due to a migration from analogue lines to internet-based
communication or VoIP.

-, ... Wholesale revenue has decliried by £1.6 million (15 per cent). This reflects a reduction in circuits for two large
customers in addition to a regulated price decrease on bandwidth and a continued reduction of call volumes as
customers move to using VoIP. Fibre volumes have increased, with revenues growing 78 per cent year-on-year.
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Exceptional costs of £61,000 were incurred during the year, compared with £16.3 million in the prior year. The current
year costs relate to the continuation of the strategic cost transformation programme leading to restructuring costs to
the right size and bétter align to our new operating model by reducing complexity, duplication, and cost restructuring.
The comparative included acquisition related costs of £11.8 million, restructuring costs of £1.4 million, right of use
asset impairment of £1.9 million and onerous contract costs of £1.2 million.

The Directors do not consider exceptional items or one-off items as part of the key performance indicators because
they are significant expenses incurred or income received as a result of events considered to be outside the normal
course of business, where the unusual nature and expected frequency merits separate presentation to assist
comparisons with previous periods,

“- On 29 September 2020 the indirect-Parent Company, KCOM Holdco 3 Limited (formerly MEIF 6 Fibre Limited),
. -entered into a. new .external loan agreement.to fund the activities of the Group. Certain statutory entities within the
... consolidated KCOM Group Limited financial statements, including the Company act as guarantors for the loan
- . -facility. The agreement. comprises of four facilities totalling total available funds of £475.0 million with a maturity

date in 5 years. At 31 March.2021.a combinéd amount of £325.0 million was drawn down under the agreement, with

. .. thé_remaining being available to draw down upon request over the duration of the loans.

KEY PERFORMANCE INDICATORS

Continuing operations

oo Tl 2021 2020

B oo £°000 £°000

Revenue = i _. S 99,537 99,209
EBITDA =~ .= So 31,169 28,690
Profit/(loss) béfore taxation T 10,979 (7,569)

Discontinued operations

2021 2020

: n» £000 £000

Revenue 17..00. FE . - 154,126 165,942
Profit before taxation ., ey 5 . 13,076 5,156

- Further details ‘of the financial and.non-financial KPIs can be found on pages 14 to 17 of the Strategic Report in the

annual report and financial statements of KCOM Group Limited.

YEAR END POSITION

© -~ As at the end of the yeadr to 31 March 2021 the. Company was in a strong financial position with significant net assets

of £108.8 million (2020: £85.9 million).

STRATEGIC OBJECTIVES

* The.Company’s strategic ‘objectives are. aligned with KCOM Group Limited and can be found in KCOM Group

Limited’s annual report and financial statements on page 12.

PRINCIPAL RISKS AND UNCERTAINTIES
The principal risks associated with the Company are considered to be: customer service and delivery, substitute
technologies entering thé consumer market, security and resilience of our networks and IT systems, regulatory

. obligations, health.and safety, the accuracy, security and confidentiality of customer data, and the ability to attract and
.. retain talent withinthe businéss.. Further details of the risks can be found on pages 18 to 21 of the Strategic Report in
. the annual report and financial statements of KCOM Group Limited.

Approved by the board and signed on its behalf

Faat—eBool,

L coo HBEraL, Lot
S Booth
Director

18 May 2022
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DIRECTORS’ REPORT FOR THE YEAR ENDED 31 MARCH 2021

£
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The Directors present the annual:report:and. the :audited financial statements of the Company for the year ended 31
March 2021. These financial statements are.prepdred under United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice); including Financial Reporting Standard 101 Reduced Disclosure
Framework (FRS 101).

FUTURE DEVELOPMENTS
The Directors are focused on achieving profitable revenue growth for the Company. For further details of future
- developments, see page 12 of the annual report and financial statements of KCOM Group Limited.

DIVIDENDS
. The Company.did not recommend or pay any dividends during the year (2020: £nil).

FINANCIAL RISK MANAGEMENT
‘In the norimal course of business, the company is exposed to certain financial risks, principally interest rate risk,
_-liquidity risk and credit risk. These risks are. managed by the central treasury function of KCOM Group Limited, in
.conjunction with the company, in accordance with risk management policies that are designed to minimise the potential

- -v:adverse. effects of these:risks. on financial performance. The policies are reviewed and approved by the Board of

KCOM Group Limited.

_ Further details of the finantial risk management policies can be found on page 36 of the Directors’ Report in the annual
report and financial statements of KCOM Group Limited.

EMPLOYEES
717222 -“The Company encourages Group employees who act on behalf of the company to make the difference to our customers

- - and.our workplace. and-enable .us ‘to- differentiate ourselves from our competitors. We therefore want our Group

" ... :.employment strategies to help our people develop to their full potential while also driving our business performance.
-+ .= Our'Group employment policies are designed to provide equal opportunities irrespective of age, disability, ethnicity,
...gender, gender reassignment, marital and civil partnership status, nationality, pregnancy, maternity and paternity, race,
religion and belief, and sexual orientation.
- All'employees, ‘whether part-timé or full-time, temporary or. permanent, are treated fairly and equally. We select
-zemployees for employment, promotion, training:or other matters affectmg their.employment on the basis of aptitude
and ability.

:22-. .:-Health:and'safety is.an integral part of good business management, and well established systems of safety management
---~are"inplace throughout the Group. Details of the Group’s employment policy can be found on pages 24 and 25 of the
" Strategic Report in the annual report and financial statements of KCOM Group Limited.

DIRECTORS

_.. The.Directors who served.during the:year arid up to the date of signing the financial statements are listed on page 1.

SECTION 172
: .' <--In accordance with section.172-0f thé Companies Act 2006 each of our Directors acts in the way they consider, in good
-faith; would be most likely to promote the success of the company for the benefit of its members as a whole.

In doing so Directors have regard, among other matters to:

the likely consequences of any decision in the long-term;
the interests of employees;

... the need to foster business relationships with suppliers, customers and others;

the impact of operations on the community and the environment;

.. the desirability of the company maintaining a reputation for high standards of business conduct; and

the need to act fairly as between members of the company.

" The key stakeholders of thé company align with those of the Group. Information about key stakeholder groups, their
interests and how the. company engages with:them and takes their views and concerns into account is detailed on the
following page.

e

While direct stakeholder engagement Sffén‘takes place it senior management or o‘peratibnal level rather than at
Board level, during the year the Board-received information about stakeholder views and interests that enabled itto
consider the impact of KCOM Group s activities and Board decisions on these groups.
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SECTION 172 (CONTINUED)

ot

Directors also receive information relating to company strategy, f'mancnal and operatlonal performance, risks and
compliance with legal and regulatory requirements.

As aresult, the Directors are able to comply with their legal duty under section 172 of the Companies Act 2006.

Stakeholder engagement

Stakeholders - - ---- - -

Stakeholders’ key interests

Ways we have engaged

Colleagues

Our most important asset is our

: people Our focusis on attracting,

engaging, developing and retaining

| talented individuals, providing

opportunities for career-long .
learning and development and
providing safe workplaces within - -
an inclusjve culture that values

Business strategy and plans
Health, safety and wellbeing
Reward and recognition
Learning and development
opportunities

¢ Diversity and inclusion

¢ Senior management round table
/ briefing sessions with
colleagues
Board member safety walks
Board attendance at induction
events
Employee engagement surveys
Employee business
improvement ideas programme

Customers

" -1 -Understanding our customers"needs

and behaviours allows us to deliver
relevant produgts and services,

identify opportunities for growth.

- | retain and attract customers and - . .:

¢ Auvailability and reliability of
services

e Value for money

Protection from harms related to
the services we provide (such as
online threats)

¢ Net Promoter Score (NPS)
surveys

e Board / senior management
interaction with key business
customers

e Board / senior management
involvement in resolution of
customer complaints

Community and local
government

... [ KCOM has'been at the heart of the -
‘| Hull and East Yorkshire -
-|-community :since 1904 and we are’

committed to playing our part in
making it a better place to llve, .
work and mvest e

e Creation of jobs and wealth
--within the region’s economy

| o Contribution to improving the

lives of local residents

e Meetings between Board
members / senior management
and local civic and business
leaders including local
authorities, MPs and the Humber
Local Enterprise Partnership

¢ Community investment
programme focused on
connecting communities,
delivering digital skills and
boosting business success

: Suppliers

We rely on the high standards of -
our carefully selected suppliers in
_order to deliver reliable services
that meet customer needs.

Long-term relationships

¢ Fair payment terms

Responsible and ethical business
practices

e Board member / senior
management meetings with key
suppliers

Regulators and government

Our main regulatory relationship is
with Ofcom.- :

e Protection of consumers,

particularly those who are
vulnerable

¢. Promotion of competition
o... Encouraging investment and

- :innovation

e Supporting investment in critical

digital infrastructure

e Meetings between Board
members / senior management
and Ofcom

¢ CEO discussions with DCMS
about the Government’s gigabit-
capable connectivity ambitions
and KCOM’s support of
customers throughout the

COVID-19 pandemic
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DIRECTORS’ REPORT FOR THE YEAR ENDED 31 MARCH 2021

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE FINANCIAL
STATEMENTS L ’

" The Directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulation.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the
Directors have prepared the financial statements in accordance with United Kingdom Generally Accepted

- ‘Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure
Framework”, and applicable law).

- Under company law; 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 the financial statements, the Directors are required to:

-z e . select suitable accounting policies and then apply them consistently;
. _e___state whether applicable Unitéd Kingdom Accounting Standards, comprising FRS 101 have been followed,
:...subject to:any material departures disclosed and explained in the financial statements;

- .. .. wme ~rmake judgements and accounting estimates that are reasonable and prudent; and

=~"-e- " preparethe financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

‘The Directors are reésponsible for safeguarding the assets of the company and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities.

_ ~-The Directors are also responsible for keeping adequate accounting records that are sufficient to show and explain

- ~the 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.

DIRECTORS’ CONFIRMATIONS
- In the case of 'each director in office at the-date the Directors’ Report is approved:
e 50 far'as'the dlrector is aware, there is no relevant audit mformatlon of which the company’s auditors are
" unaware; and
__.e__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 auditors are aware of that information.

" 'STATEMENT OF DISCLOSURE OF INFORMATION TO AUDITORS
- In the case of each Director in office at the date the Directors’ Report is approved:

"1 =7 mne lziso far as theé Directors are aware,.there is no relevant audit information of which the Company’s auditors are

unaware; and
o they have taken all the steps that they ought to have taken as Directors in order to make themselves aware of
- ~...any relevant audit information and to establish that the Company’s auditors are aware of that information.

INDEPENDENT AUDITORS

~-> .. . Aresolution’has been passed to'maintain PricewaterhouseCoopers LLP as auditors until such time as the Board decides

otherwise.

Approved by the board and signed on its behalf

‘TI/@«\/@\,MG el

SBooth =
Director ™"
18 May 2022
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Rep‘ort oh the audit of the financial statements
Opinion
In our opinion, KCOM Holdings Limited’s financial statements:

e . give.atrue and fair view of the state of the company’s affairs as at 31 March 2021 and of its profit for the
year then ended;

L : ..+ e have been properly prepared-in accordance with United Kingdom Generally Accepted Accounting Practice —
. e=m-= === - = - -~ (United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and
applicable law); and

~-~ e - 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 balancé sheet as at 31 March 2021; the income statement and the statement of changes

" .in equity for the yedr then énded; and the notes to the financial statements, which include a description of the
significant accounting policies.

Basis for opinion
S -.We.conducted our audit in’ accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable
- To-z - - :lawr Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the
U ."‘ﬁna'n'cia] statements section ‘of our report. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence
, . 7.7 .U We remained independent.of the company if'accordance with the ethical requirements that are relevant to our audit
Tel:3 TvsToU17s D 7-of thé financial stateménts -in the 'UK; which includes the FRC’s Ethical Standard, and we have fulfilled our other
Iolalionln ethical responsibilities in accordance with these requirements.

Conclusions relating to going concern
T oI =-Based on the work we have .performed, we:have not identified any material uncertainties relating to events or
T condmons that, mdlvndually or ¢ollectively, 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.

<072z 7 In auditing the financial statemeénts, we have concluded that the directors’ use of the going concern basis of accounting

TrITlnia in the preparation of the financial statements is appropriate.

: i1+ o= oo, However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to the
company's ability to continue as a going concern.

z2z:enwr Lo o Our responsibilities and the responsibilities.of the directors with respect to going concern are described in the relevant
sections of this report.

Reporting on other information
22 om0 .. .. .. The other'information comprises all of the information in the Annual Report other than the financial statements and
=== - - -z - - - our auditors’ report-thereon. The directors-are responsible for the other information. Our opinion on the financial
. statements does not cover. the other information and, accordingly, we do not express an audit opinion or, except to the
-extent otherwise explicitly stated in this report, any form of assurance thereon.

rur.. oy oo ooIn"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 the financial statements or our
=2+ - =% = -knowledge.obtained in the audit; or otherwise appears to be materially misstated. If we identify an apparent material
=+ =---- - - -~ inconsistency or material misstatement, we-are required to perform procedures to conclude whether there is a material
..o o0+ misstatement of the financial statenients or a.material misstatement of the other information. If, based on the work we
U . have performed, we conclude that'there is a material misstatement of this other information, we are required to report
:.i- .0 Lan that fact. We have nothing to report based on these responsibilities.

“--- - - - - --~Withrespect to the Strategic report and Directors' Report, we also considered whether the disclosures requu’ed by the
UK Germganies Act:2006 have been included. ] . aneoedad

o Ve - .Based on our work undertaken in-the course of the audit, the Companies Act 2006 requires us also'to report certain
opinions dnd matters as descrlbed ‘below.
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF KCOM HOLDINGS
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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 31 March 2021 is consistent with the financial statements and has been
prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit,
we did not identify.any material misstatements in the Strategic report and Directors' Report.

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

“As explained more ‘fully in the statement of directors' responsibilities in respect of the financial statements, the
-directors are responsible for the preparation of the financial statements in accordance with the applicable framework

and for being satisfied that they give a true-and fair view. The directors are also responsible for such internal control

.as they determine.is necessary to enable.the preparation of financial statements that are free from material

misstatement, whether due to fraud or error.

". 'In preparing the financial statements; the:directors are 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 thé directors-either inténd to liquidate the company or to cease operations, or have no realistic

alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

‘Our objectives_are to:.obtain reasonable assurance about whether the financial statements as a whole are free from
. material ‘misstatement; whether ‘due to ‘fraud.or error, and to issue an auditors’ report that includes our opinion.
_...... Reasonable assurance is a high level of.assurance, but is not a guarantee that an audit conducted in accordance with
* . TSAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
- are ‘consideréd material -if, individuallyor in the aggregate, they could reasonably be expected to influence the

economic decisions of users taken on the basis of these financial statements.

- Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in

line with our responmbnhtnes outlined above, to detect material misstatements in respect-of 1rregular1t1es including
fraud. The extent to which our procedures are capable of detecting irregularities, including fraud, is detailed below.

"Based .on our understanding of the company: and industry, we identified that the principal risks of non-compliance
-.with laws .and ‘regulations related to .taxation-and Ofcom regulations, and we considered the extent to which non-
. compliance might have a material effect on the financial statements. We also considered those laws and regulations

that have a direct impact on the financial statements such as the Companies Act 2006. We evaluated management’s

. incentives and opportunities for fraudulent manipulation of the financial statements (including the risk of override of

- controls), and determined that the principal-risks were related to posting journal entries to manipulate financial
- performances and management.bias:in-determining significant accounting estimates that could influence reported
- - performance. Audit procedures performed by the engagement team included:

¢ Enquiring with management to_understand relevant laws and regulations applicable to the company and their
assessment of fraud related risks;

e - Identifying and testing journal entries using a risk based targeting approach for unexpected account combinations

and users;

¢ --Testing accounting estimates that we deemed to present a risk of material misstatement including assessing the
data, methods and assumptions applied to by management in the development of each estimate;

e Reviewing financial statement disclosures and testing to support documentation where appropriate to assess
compliance with applicable laws and regulations; and

e Reviewing correspondence with Ofcom to assess compliance with relevant regulations.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances
of non-compliance with laws and regulafions that are not closely related to events and transactions reflected in the

“financial statements. Also, therisk of not-detecting a material misstatement due to fraud is higher than the risk of not

detecting one resulting from error, as fraud may mvolve deliberate concealment by, for example, forgery or intentional
misrepresentations, or through collusnon
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.- . 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 auditors’ report.

Use of this report

-..»= - - This report, including the-opinions; has been prepared for and only for the company’s members as a body in accordance

with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions,

“..-2 -..l.accept.or assume responsibility. for.any-other purpose or to any other person to whom this report is shown or into

-7 =2==whose hands it may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting

22277 722 2n 7w Under the Companies Act 2006 we are required to report to you if| in our opinion:

siior v sioe0s we have notobtained all the information and explanations we require for our audit; or
oy eae . e ~adequaté raccounting records have not been kept by the company, or returns adequate for our audit have not been

received from branches not visited by us; or
-7 e certain disclosures of directors’ remuneration specified by law are not made; or
== -e:- the financial statements are not in agreement with the accounting records and returns.

s We have no exceptions to report arising from this responsibility.

Andy Ward (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP i

Chartered Accountants and Statutory Auditors .~ = T
Leeds
19 May 2022
o
oo g




KCOM HOLDINGS LIMITED

INCOME STATEMENT : EU
~ For the year ended 31 March 2021 : .‘ Lreve

Note £000  £0(

‘ Continuing operations

Revenue 2 99,537 99,209

Operating expenses 3 (87,174) (105,315)

Operating profit/(loss) = : -~ 3 12,363 (6,106)

Financecosts ©~  ~ * 6 (1,384) (1,463)

Profit/(loss) before taxation from continuing 10,979 (7,569) R

operations ) e
L Tax on profit/(loss) .. - B 7 (2,042) 631 .

o Profit/(loss) for the financial year from continuing 8,937 (6,938)
e operations v _ v _ R
' Discontinued operations _ B
Profit from discontinued operations  -.. - 23 13,933 4,359
Profit/(loss) for the financial year .. 22,870 (2,579)

"% The prior y€ar income statement has been restated to reflect the impact of classifying our National ICT Business activities as a = -
discontinued operation (see Note 23). -

AU S There is no other comprehensive income in the year (2020: £nil). S

sz fmnnzizl smoThernotes on pages 13 to 34 are an integral part of these financial statements.

‘ I o dgr R
KCOM Holdings Limited --2>= 702, 2727070 Company Registration No. 3317871
K .. ) :’l’w ) .
P CaeT o ‘ P o : T T A A LI

10
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BALANCE SHEET
W~ L As at 31 March 2021 i oy e
FETEM AR 1 2021 b
R _ Note . £000 "
Non-current assets
Other intangible assets 8 30,325 34,030
Property, plant and equipment 9 138,887 131,699
Right of use assets 10 8,217 54,659
Deferred tax assets 19 - 3,719
Contract costs 11 695 5,129
178,124 229,236
Current assets
Inventories o7 12 3,357 4,638
Contract assets 13 1,168 3,318
Trade and other recewables T 14 30,087 55,085
Cash and cash equivalents o 7,020 14,061
41,632 77,102
L B __Assets classified as held for'sale 23 86,227 -
127,859 77,102
_____ . Total Assets 305,983 306,338
Current liabilities
Trade and other payables: amounts falling due within one year 15 (84,327) (114,881)
Contract liabilities 16 (7,711) (20,158)
Lease liabilities T 18 (1,653) (15,123)
S Provisioris for liabilities and other charges 20 (350) (3,580)
- ~ ~ (94,041) (153,742)
) - - ~~__Liabilities directly associated with assets classified as held for sale 23 (72,601) -
. : (166,642)  (153,742)
Non-current liabilities
- ... 12e. o Trade and Other payables: amounts fa]lmg due after more than one year 17 (14,916) (16,071)
R Lease liabilities 18 (8,072) ..  (40,985) -
o L Pr0v’1s10ns “for liabilities and other charges 20 (600) ' (3 944) -,
o ? % Deferred tax liabilities _ 19 (6,944) ! (5,657
L (30,532) (66,657)
_ o Total Liabilities (197,174) (220,399)
Net assets 108,809 85,939
Equity
Called up:share capital - 21 - -
o Retained earnings "~~~ "7 B 108,809 85,939
L . ____Total shareholders’ funds 108,809 85,939

....The notes on pages 13 to 34 are an integral part of these financial statements.

" - = Thefinancial statémerts on pages 10 to 34 were approved by the Board of Directors and authorised for issue on 18

N

May 2022. They were signed on its behalf by:

(;@A/%MG col~

S Booth

Director

/%’ KCOM Holdings Limited . . .. . T

£

€
Company Registration'No. 3317871

b men
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KCOM HOLDINGS LIMITED

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 March 2021

LTINS

. Called up Total
share Retained shareholders’
capital  earnings funds
_ L £°000 £°000 £000
At 1 April 2019 - 88,518 88,518
Loss for the financial year . - (2,579) (2,579)
Total comprehensive expense for the year ~ - (2,579) (2,579)
i _At 31 March 2020 L - 85,939 85,939
Profit for the financial year - - 22,870 22,870
Total comprehensive income for the year - 22,870 22,870
L At 31 March 2021 = = C - 108,809 108,809

srttx: . 777 sz Thenotes.on pages 13 to 34 are an integral part of these financial statements.
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KCOM HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Year

1.

ended 31 March 2021
ACCOUNTING POLICIES

KCOM Holdings Limited is a private company limited by shares. KCOM Holdings Limited is ihcorporated and
dommiciled in England in the Unitéd Kingdom. The registered office is 37 Carr Lane, Hull, HU1 3RE. The nature of
the Company’s operations is described within the strategic report on page 2.

L : ‘The principal accounting policies-applied in the preparation of these financial statements are set out below. These
oo " "-policies have been consistently applied to all the years presented, unless otherwise stated.

Basis of accounting

" These

financial statements have been’ prepared in accordance with Financial Reporting Standard 101 ‘Reduced

o272 mmmz oo oo Disclosure .Framework® (FRS 101). In preparing these financial statements, the Company applies the recognition,
m.onitin. Ulznr oo D measurement and disclosure requirements of International Financial Reporting Standards as adopted by the UK (UK-
-= - adopted international accounting standards), but makes amendments where necessary in order to comply with the

- - . .Companies Act 2006 and to take advantage of FRS 101 disclosure exemptions.

“ rr 77 mOn 31 December 2020, EU=adopted IFRS was brought into UK law and became UK-adopted international accounting

--~standards, with future changes-to IFRS-being-subject to endorsement by the UK Endorsement Board. In preparing

Zonoo Jumnnnr Dthese financial statements inaccordance with FRS 101, the Company Financial Statements transitioned to UK-adopted
ezt o= 7 o iinternational accounting standards-(as déscribed above) on 1 January 2021. There is no impact on recognition,
.. .. . measurement or disclosure in the period reported as a result of this change.

‘The Company is a qualifying entity for the purposes of FRS 101. Note 25 gives details of the Company’s ultimate
-_.. parent and from where its consolidated financial statements prepared in accordance with IFRS may be obtained.

" .The disclosure exemptions from the requirements of IFRS adopted by the Company in accordance with FRS 101 are
as follows:

“ ‘:‘:ji‘.if-i‘.'_ a)

om ol Le)

d)
.".Z""."'_Z CLitieo . Q"::'e)

iPara'graphs 45(byand 46 to 52 of IFRS 2, ‘Share-based payment’ (details of the number and weighted average
- : exercise prices of share options, and how the falr va]ue of goods or services received was determined)

IFRS 7 ‘Financial instruments: Disclosurés’ <=~
:Thé: following paragraphs of IAS 1, ‘Presentation of financial statements’:
e 10(d) (statement of cash flows);
16 (statement of compliance with all [FRS);
- 38A (requirement for minimum of two primary statements, including cash flow statements);
38B-D (additional comparative information);
111 (statement of cash flows information); and
e  134-136 (capital management disclosures).
IAS 7 ‘Statement of Cash Flows’
‘Paragraphs 30 and-31 of -IAS -8. *Accounting Policies, Changes in Accounting Estimates and Errors’

o o o o

-~ (requirement for the disclosure of information when an entity has not applied a new IFRS that has been issued

but is not yet effective)

ot en e, i -f) .. Paragraph 17 of IAS 24 ‘Related Party Disclosures’ (key management compensation)
R B

The requirements in TAS 24 ‘Related Party Disclosures’ to disclose related party transactions entered into
between two or more members of a group

...zl The. financial .statements have _been prepared under the historical cost convention and in accordance with the

Companies Act 2006.

orDzo LoLdon o Critical accounting judgements and key sources of estimation uncertainty
' The table below shows the judgements which. have the most significant effect on amounts that are recognised in the
. financial statements, and the assumptions and estimates at the end of the current reporting year that have a significant

.- risk of resulting in a material adjustment to the carrying amounts of assets and liabilities within the next financial year.
. P R . :

RS L
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KCOM HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Year ended 31 March 2021

1. ACCOUNTING POLICIES (CONTINUED)

Critical accounting judgements and key sources of estimation uncertainty (continued)

The table below shows the judgements which have the most significant effect on amounts that are recognised in the
financial statements, and the assumptions and estimates at the end of the current reporting year that have a significant
risk of resulting in a material adjustment to the carrying amounts of assets and liabilities within the next financial year.

Area . -

Critical accounting
judgement

Key sources of estimation
uncertainty

Significant contracts
. The Company, at times enters .into significant and
complex contracts with customers. These
contracts may contain multiple elements
including, but not limited to, an “installation” or
‘jproject phase”.and an m-lrfe or. managed
SCI'VICC -
“In accordance with IFRS 15, the number of
performance obligations must be identified and
. the transaction price allocated to each.of them
based on their standalone selling price.
Provided the “installation” phase represents a
performance obligation, revenue is recognised on
" astage of completion basis if there is an
-enforceable right to payments. Otherwise costs
" are capitalised on the balance sheet and subject to
impairment during the.“installation” phase and
upon completion revenue is recognised and the
. costs are released. .
Leases
. Lease accounting requires determination of the
‘lease term, which is defined as-the noncancellable
. period of the lease adjusted for the impact of any
- reasonably certain extension, termmatron and
. ‘purchase optrons .

The lease term and the discount rate are key
- determinants of the size of the lease liability and
right-of-use asset recognised where the Company
- acts as lessee.

The Directors are
required to make
judgements when
identifying the number of
performance obligations
within a contract and,
due to the bespoke nature
of the contracts, when
allocating the transaction
price between
performance obligations.
For performance
obligations satisfied over
time, the Directors are
required to make
judgements in
determining the total
costs to complete.

Determining the lease
term requires judgement
to evaluate whether the
lessee is reasonably
certain to exercise any
options available.

The Directors also apply
judgement in
determining the
appropriate incremental _
borrowing rate that
reflects the risks specific
to leases.

In determining revenue and cost
recognition on ongoing
contracts, and the associated
carrying value of assets and
liabilities at the balance sheet
date, the Directors are required
to estimate total contract costs
to complete.

Taking into account the number
of contracts entered into the
Directors do not consider there
to be any individual estimates
made which could have a
significant risk of resulting in a
material adjustment to the
carrying amounts of assets and
liabilities within the next
financial year.

The Directors do not consrder e
there to be any estlmates ‘madé"
which could have a significant -
risk of resulting in a material
adjustment to the carrying
amounts of assets and liabilities
within the next financial year.

Exceptional items -. . -.-
Exceptional items are presented whenever
significant expenses are

.incurred or income received as a result of events
considered to be outside the normal-course of
business, where the unusual nature and expected
frequency merits separate presentation to assist
comparisons with previous periods.

-

The Directors are
required to make
judgements regarding
whether transactions are
outside the course of
normal business and
whether the presentation
of exceptional items will
assist in providing a
meaningful comparison
of the Company’s trading
results with previous
periods.

The Directors do not consider
there to be any estimates made
which could have a significant
risk of resulting in a material
adjustment to the carrying
amounts of assets and liabilities
within the next financial year.
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KCOM HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS S
Year ended 31 March 2021 B o

1.  ACCOUNTING POLICIES (CONTINUED) TUob e

Going concern SR
The Company meets its day to day working capital requirements through access to the bank facilities of the wider
group held within KCOM Holdco 3 Limited (formerly MEIF 6 Fibre Limited) and loans with related parties.

On 29 September 2020 the indirect Parent Company, KCOM Holdco 3 Limited (formerly MEIF 6 Fibre Limited),
‘entered into a new external loan agreement to fund the activities of the Group. Certain statutory entities within thc
- consolidated KCOM Group Limited financial statements, including the Company act as guarantors for the loan
facility.

. The current economic conditions, including Brexit, the war in Ukraine and the impact of Covid-19 continue to create

Ll 'uncertainty in the market. Group management has produced forecasts for the full Group that have been sensitised to

. ~reflect plausible downside scenarios as:a result of the Covid-19 pandemic and its impact on the global economy, which
. have been reviewed by the Group Directors: These demonstrate the Group is forecast to generate profits and cash and
that the Group has sufficient cash reserves and available facilities to enable the Group to meet its obligations as they
. fall due for a period of at.least 12 months from the date of signing of these financial statements.

"~ -After making enquiries, :the-directors -have a reasonable expectation that the company has adequate resources to
. ..continue.in.operational .existence. for the foreseeable future. The company therefore continues to adopt the going
concern basis in preparing its financial statements.

Assets held for sale and discontinued operations
“--~In’accordance with IFRS-5 “Non-current assets held for sale and discontinued operations’, non-current assets and

. disposal groups are:classified as held for sale only if they are available for imnmediate sale in their present condition,
~...and a sale-is highly probable and expected to be completed within one year from the date of classification. Such
...~ assets are measured-at the lower of carrying amount and fair value, less the costs of disposal, and are not depreciated
or amortised.

## . 4.0 __ _A discontinued:operation:is a.component of the Company’s business that represents a separate major line df

<. .business or géographical area-of operations which has been disposed of or is classified as held for sale: Accordmgl y
~the. net.results of the National Business segment are presented within discontinued operations'in the’inconié
statement (for which the comparatives have been restated) and the assets and liabilities of these operations are

. presentéd separately in the Balance Sheet. Further information is provided in Note 23.

Goodwill
Goodwill represents amounts: arising on acquisition of subsidiary undertakings and is the difference between the cost
; less any accumulated 1mparrmentlosses and is.tested annually or more frequently if events or changes in circumstances
-~. - indicate potential impairment. Impairment losses on goodwill are not reversed.

* Goodwill is allocatéd to cash-generating units. (CGUs) for the purpose of impairment testing. The allocation is made

.10 those CGUs that are expected.to-benefit from the business combination in which the goodwill arose. Each unit or

. group of units to which the goodwil] is allocated represents the lowest level within the entity at which the goodwill is
monitored for internal management purposes.

‘On transition from UK GAAP to FRS 101, goodwill which had previously been amonised was frozen at the amortised
. cost on transition to FRS 101. From the date of transition onwards being 1 April 2012 goodwill has been assessed
annually for impairment in line with the new accounting policy.
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KCOM HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2021

1. ACCOUNTiNG POLICIES (CONTINUED)

Property, plant and equlpment

Property, plant and equipment is stated at historical cost less accumulated deprecnatlon and any provision for
impairment. Cost includes thé original purchase price of the asset and the costs attributable to bringing the asset to its
working condition for its intended use. Network infrastructure and related equipment (included within exchange
equipment and external plant) is recorded at_cost including labour costs directly attributable to the cost of the network

- -construction: Depreciation is provided so asto write off the cost of assets to residual values on a straight-line basis

over the assets’ useful estimated lives as follows:

Freehold buildings - 40 years
. .- -- Leasehold buildings and improvements - period of lease
~Exchange equipment - 1to20years
External plant - 10 to 40 years
- -Vebhicles, other apparatus and equipment - 1to 10 years

=-:Freehold'land is.not depreciated. Exchange equipment includes assets and equipment which relate to the network.

‘External plant relates to assets which connect the network to our customers.

~ - ~>2:THhe residual value; if not insignificant, is reassessed annually. Depreciation of network infrastructure and related
. ..equipment is provided for from the date the network comes into operation.

Intangible assets — development costs

_".An.internally-generated.intangible. asset arising from the Company’s internal development activities is recognised

only if all of the following conditions are met:

" e -~an asset is created that can be identified (such as software and new processes)
... @ _._itis probable that the asset created will generate future economic benefits
e the development cost of the asset can be measured reliably

-2 .Internally generated intangible assets are carried at cost less accumulated amortisation and are amortised on a straight-

-line ‘basis over their estimated useful lives. Where no internally generated intangible asset can be recognised,

- --development expenditure-is:recognised as an expense in the period in which it is incurred. Research costs are expensed

to the income statement as and when they are incurred.

Intangible assets — software

- :-Software comprises computer software purchased from third parties and also the cost of internally developed software.

" Computer. software purchased from third parties and internally developed software is initially recorded at cost.

.zz'-=Softwaré-developmeénit. costs-that are directly attributable to the design and testing of identifiable and unique software
--.2-products controlled by the Company:are.recognised as intangible assets when the criteria detailed above is met. These

-r

" intangible assets are amortised on a straight-line basis over their useful lives.

- .. Other development expenditures.that do not meet these criteria are recognised as an expense as incurred. Development
- .. .costs previously recognised as an expense are not recognised as an asset in a subsequent period.

Intangible assets — amortisation

. .Amortisation .of intangible assets.is:charged to.the income statement on a straight-line basis over the estimated useful

-~lives of each’intangible asset: Intangible assets are amortised from the date they are available for use.
The estimated useful lives are as follows:

Development costs - 3years
--..Software - upto 10 years

16



KCOM HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2021 i

1. ACCOUNTING POLICIES (CONTINUED)

Contract costs - ¢ o e
Contract costs are comprised of costs of obtaining a contract and costs to fulfil a contract:

Costs of obtaining a contract
The internal sales team earn commission when a new contract is signed based predominantly on tiered target
commission schemes. Since these costs are incremental and would not have been paid in the absence of a contract,
- the-commission costs attributable to each contract are estimated and capitalised on the balance sheet. These costs are
-reléased to the incomne statement on a time-apportioned basis over the enforceable term of the relevant contract. -
The Company has chosen to recognise the cost of obtaining a contract as an expense when incurred if the enforceable el
- . term of the contract, :and hence the amortisation period of the asset if it was to be recognised, does not exceed a year. '
... ‘Pre-contract costs, such as. bid costs.on key contract wins, are generally expensed as incurred as they would have been
paid even if the contract was not obtained.

Costs to fulfil a contract
“...o2 10 . Costs to fulfil.a.contract consist of initial direct costs incurred by the Company which generate or enhance resources T
-+ -available to satisfy performance obligations of the specific contract in the future. These costs are capitalised as incurred
- 7zt -2~ and-subsequently released- to ‘the income statement on a basis consistent with the recognition of revenue as the .
performance obligations are satisfied. S

- .. Unanticipated costs that are incurred from the use of excessive resources are expensed as incurred. o
... . .2...Contract.costs are subject to impairment testing if the facts and circumstances of the contract change during the term. N
-z =777 :-The amortisation of contract costs is included as an operating expense. ST

Inventories .
Inventories are stated at the lower of cost or net realisable value. Cost is determined using the weighted average cost :
~ . 2. sz1z 7 method.:Costs include.raw materials and, where appropriate, direct overhead expenses. Net realisable value represents
- the estimated selling price less all estimated costs of completion and costs to be incurred in marketing, selling and
-:distribation.-Provision is.made for obsolete, slow moving or defective items where appropriate.
. “- . VI

P Y ~
"W

A

Trade receivables . ' v
- Trade receivables.are. amounts due from customers for goods sold or services performed in the ordinary course of
- business: They are initially recognised at the amount of consideration that is unconditional. We do not have any
- '~ matérial significant financing componerts. The Company holds trade receivables with the objective of collecting the
- Contractual cash flows, and so it measurés them subsequently at amortised cost using the effective interest method.

s oL ... Atedch reporting date, the Company assesses whether financial assets carried at amortised cost are credit-impaired.
--im7n Tnnn DA financial asset is<““credit-impaired’ whien one or more events that have a detrimental impact on the estimated
future cash flows of the financial asset have occurred.

.= .z Evidence that a financial asset is credit-impaired includes the following observable data:
e significant financial difficulty of the debtor;
. . e __itis probable that the debtor will enter bankruptcy or other financial reorganisation; or
- -mo..no e abreach of contract such as default or delinquency in payments.
. Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying amount of the
assets.

- The gross carrying amount of a financial asset is written off against the provision when the Company has no
_ “reasonable expectations of recovering a financial asset in its entirety or a portion thereof. For individual customers,
. 7.7 this is.done on a case-by-case basis. The Company expects no significant recovery from the amount written off.
- ‘However, financial assets that are written off could still be subject to enforcement activities to comply with the
© -2+ 12 - Company’s procedures for recovery of amounts due. Any subsequent recoveries of amounts previously written off
- . are credited against operating expenses in the income statement.

ot : : G R
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KCOM HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2021 A

1. ACCOUNTING POLICIES (CONTINUED) EE ; B

Contract assets
The timing of revenue recognition from contracts may differ from customer invoicing.

. i

Trade receivables presented on the balance sheet represent an unconditional right to receive consideration, i.e. the
services and goods promised to the customer have been transferred and only the passage of time is required before
payment of that consideration is due.

.. .Contract.assets represent the right to receive consideration for goods and services transferred to date, but in contrast

oo e Bundled offerings combining the sale of a router and a fibre service for a fixed period
=== - 7= ~Therouter.is provided at a reduced price leading to reallocation of a proportion of the amounts invoiced for

" to tradereceivables, these are conditional on providing further services or goods under the same contract. Examples

include:
e Milestone billing in the “installation phase” of a contract
~ - Between performance milestones the Company does not have an unconditional right to receive consideration
:+ for performance-completed to date, therefore a contract asset is recognised. Upon completion of the
milestone, the contract asset is transferred to trade receivables.

. the fibre service to the supply of the router. The excess of the amount allocated to the router is recognised as

1oL o l.acontract asset and transferred to trade receivables as the fibre service is invoiced.

> > Contract assets, like trade receivables, are subject to impairment for credit risk.

Cash and cash equivalents

- -1 Cash and cash equivalénts includés cash in hand, short-term deposits and other short-term, highly liquid investments
_:. with original maturities of three months or less and bank overdrafts. Bank overdrafts are shown in current liabilities

on the balance sheet unless a right of offset exists.

Trade payables
. Trade payables are recognised initially. at.fair value and measured subsequently at amortlsed cost usmg the effective

interest method. O “i _M\J. -

A ,.ar’ _’e

3 N

Contract liabilities

~. ..Contract liabilities represent amounts paid by,.or billed to, customers in advance of receiving the goods and/or services

promised in the contract.

Share capital
Ordinary shares are classified as equity.

Leasing

=... At inception of a contract, the Company assesses whether a contract is, or contains a lease. A contract is, or
““contains, a lease if the contract conveys-the right to control the use of an identified asset for a period of time in

- exchange for consideration. The Company leases various office and network properties, data centre space, fibres and
cables, vehicles and office equipment.

. .Contracts may contain both lease and non-lease components. The Company allocates the consideration in the
. -contract to the lease and non-lease components based on their relative stand-alone prices.

-1z “Leasetérms are negotiated.on an individual basis and contain a wide range of different terms and conditions. Rental

_contracts typically have lease ternis ranging from 12 months for assets such as fibres and cables up to 25 years for
some network properties.

At lease commencement, to determirie the lease term, the Company assesses whether, or not, it is reasonably certain
- to exercise any extension or términation options in the contract. The assessment of reasonably certain is only revised

. - if a significant event or a significant change in circumstances occurs in relation to the lease, which is within the
" control of the lessee. The Company will alsa revise the lease term if there is a change in the non-cancellable period

.. of a lease, for example the Company exercises an option not previously included in the determination of the lease
term. P 3112 01 I AR S . @
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KCOM HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Year ended 31 March 2021 N
1. ACCOUNTING POLICIES (CONTINUED)* ;
Leasing (continued) o

_ Assets and liabilities arising from a lease are.initially measured on a present value basis. Lease liabilities include the

net present value of the following lease payments:

o fixed payments (including in-substance fixed payments), less any lease incentives receivable;

-...e. _variablelease payments.that are based on an index or a rate, initially measured using the index or rate as at the .

commencement date;

"~ e ' amounts expected to be payable by the Company under residual value guarantees;

...e  _the exercise price of a purchase option if the Company is reasonably certain to exercise that option;

o ‘penalty payments for terminating the lease, if the lease term reflects the Group exercising that option; and

" o lease payments to be made in an-extension period, if the Group is reasonably certain to exercise the extension

option.

The leasé payments are discounted using the interest rate implicit in the lease. If that rate cannot be readily

- determined, which is generally the case for leases in the Company, the lessee’s incremental borrowing rate is used,
- .being the rate that the individual lessee would have to pay to borrow the funds necessary to obtain an asset of similar
" . value to the right-of-use asset in a similar economic environment with similar terms, security and conditions.

The Company is exposed to potential future increases in variable lease payments based on an index or rate, which

- are not included in the lease liability until they take effect. When adjustments to lease payments based on an index
-z or rate take effect, the lease liability is reassessed and adjusted against the right-of-use asset.

" . Lease paymeits are allocated between principal and finance cost. The finance cost is charged to the income

statement over the lease period so as to produce a constant periodic rate of interest on the remaining balance of the
liability for each period.

Right-of-use assets are measured at cost comprising the following::

: . RS

¢ the amount of the initial measurement of lease liability;

e - - any lease payments made at or before the commencement date less any lease incentives received;

e any initial direct costs; and

e restoration costs.

. Right-of-use assets_are. génerally depreciated over the lease term on a straight-line basis. If the Company is
-: reasonably certain to exercise a purchase option, the right-of-use asset is depreciated over the underlying asset’s

useful life.

... The Company has elected not to.recognise right-of-use asset and lease liabilities for short-term leases or low-value
7. asset leases. Short-term leases are leases with a lease term of 12 months or less and typically include leases which
-are in rolling where bothparties have a right to terminate within 12 months. Low-value assets comprise IT

equipment and small items of office furniture which have an underlying asset value below the value set out by IFRS
16. Payments.associated with short-term leases and leases of low-value assets are recognised on a straight-line basis
as an expense in the income statement.

Revenue recognition
The Company’s product and service offerings include service only contracts, product only contracts and contracts

. .which combine the provision of equipment and services as described in more detail below. Revenue is measured at

the fair value of the consideration received:or receivable and represents amounts receivable for goods and services
supplied, stated net of discounts, returns and value-added taxes.

Standalone service offerings
The Company offers a range of fixed telephone, internet accéss and hosting services. Service revenue is recognised
as the service is provided, based on usage (e.g. minutes of traffic or bytes of data used) or the period (e.g: monthly

:service costs). Service obligations which are substantially _the the _same and have the same pattern of transfer to the _

customer are treated as a single performance obligation.
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KCOM HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2021 N

1.© ACCOUNTING POLICIES (CONTINUED) B SE I B

Revenue recognition (continued)

Standalone service offerings(continued)

Service only offerings may include an initial service connection fee. In general, this is not deemed to be a separate
performance obligation and thus the connection fee is deferred as a contract liability and recognised over the
enforceable term of the contract.

T i T T hosting arfaﬁgeinentS‘the_Corjlpany acts solely as an agent, enabling the supply of third party hosting services
J.:....l.2. tothe customer, and not as a principal in:the supply of the service. In these circumstances, revenue is recognised net
of amounts transferred to the third party.

c o vmiziue. ...~ The Company. also generates. revenue for.the sale of advertising space both online and in a paper directory distributed

N ‘ ‘to consumers. Revenue from the sale of advertising space in the paper directory is recognised at the point in time that

»w=w- - =~ the directory is delivered to the consumers. Revenue from online advertising is recognised over time as the advert is
available online.

Standalone product sales
Tlid il = oor 1zt Equipimeént-sales may be:separate from, .or-bundled with, a service offer. When equipment sales are separate to a
: == 1 Uservice offer, the-amount invoiced i$ recogniséd in revenue upon delivery of the equipment, at the point that control
is deemed to transfer to the customer.

Bundled equipment and service offerings

i.moe- o oo - The Company. often enters into.contracts with customers which comprise equipment (e.g. a router) and services (e.g.
an internet access contract).

-z onoooorovn o Equipment revenue is recognised 'separately if the two components are deemed to be distinct (i.e. the customer can
sonol Lo ol - Ubenefit from.each component of theé:contract separately). Where one of the components is provided at a reduced selling
ToL.I.lot. L. .price, revenue is allocated to each component in proportion to their individual selling prices.

e

- Multi-element ¢ontracts including “installation” and “in-life” services

. v " The Company frequently-enters into lafge multi-element contracts which include two phases: an “installation” phase;
- = .- - 7" and-an*in-life” phased which representsthe management of the IT platforms created during the “installation” phase.

:-: 2000 oo The facts and circumstances of-each contract must be analysed in order to determine whether separate distinct

- © . I.i....performance obligations exist.If:the. “installation phase” is deemed to be distinct, provided the Company has an

i =Tzrzs wrooes Tenforceablelright to payment:during the“installation” phase, revenue is recognised over time on a stage of completion

) - basis with reference to the_costs incurred to date relative to the total expected costs to satisfy the performance

‘L. 1. .. obligation. If the Company.does not have an.enforceable right to payment, then revenue is recognised upon completion
of the “installation” phase.

.. 7. “In:life” revenue is recognised using a time-based measure over the enforceable term of the contract.

:i.. 7. . Similar.to bundled offerings above, if the contractually agreed revenues for each phase do not represent a fair market
.o .72 . value for the work performed, revenue is reallocated between the two phases based on typical selling prices had the
phases been contracted separately.

Contract modifications .

2 .wrto oL ~Contracts with customers generally do:not include a material right, as the price invoiced for goods and services
e "+ - -purchased by the customer beyond -the-specific scope of the contract (e.g. additional IT platform functionality)
ra.rno o cgenerally- reflect (their “standalone :selling -prices. We therefore have no significant impact related to contract

- modifications as these are generally accounted for as a separate contract.

Variable consideration A
.= ton the number of uSers, or the customer:is entitled to a rebate based on sales volumes). In these circumstances, the
'» . ovariable element is estimated and-included in the transaction price allocated between the distinct performance

obligations .identified.
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KCOM HOLDINGS LIMITED

-NOTES TO THE FINANCIAL STATEMENTS gt
Year ended 31 March 2021 E p0

. ACCOUNTING POLICIES (CONTINUED) PR TS LS

Exceptlonal items
Exceptional items are defined as items of income and expenditure which are material and unusual in nature. Any
future movements on items previously classified as exceptional will also be classified as exceptional.

Restructuring and transformational costs are considered on a case-by-case basis as to whether they meet the
exceptional criteria. Other items are considered against the exceptional criteria based on the specific circumstances.
- The presentation is consistent with the way financial performance is measured by management and reported to the
KCOM Group Limited Board.

Taxation
.. The tax expense represents the'sum of the tax currently payable and deferred tax. The current tax payable is based on

= taxable profit for the year: Taxable-profit differs from profit before tax as reported in the income statement because it

excludes items of income or expense that are taxable or deductible in other years and/or items that are never taxable
or deductible.- The Company’s liability .for current tax is calculated using tax rates that have been enacted or
substantively enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences betweén the carrymg amounts of assets

. and liabilities in the.financial statements and the corresponding tax bases used in the computation of taxable profit
".. .and is accounted for using the balancé sheet liability method. Deferred tax liabilities are recognised generally for all
. .- taxable temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable profits

_will be available against which deductible temporary differences can be utilised. Such assets and liabilities are not

- .. recognisedif the temporary difference.arises.from goodwill or from the initial recognition (other than in a business
::-~combination) of other-assets and liabilities in a transaction that affects neither the tax profit nor the accounting profit.

"..The carrying:amount of deferred tax assets is reviewed at each balance sheet date and reduced or increased to the

- -extent that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

- Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and

- -:associates,-and interests in joint ventures; except where the Company is able to control the reversal of the temporary
. dlfference and. 1t is probable._that the temporary difference will not reverse in the foreseeable future.

‘hmia

‘Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the

.. asset.is realised. Déferred tax is.charged or ¢redited in the income statement, except when it relates to items recognised
in othier comprehensive income or directly_to equity. In this case the deferred tax is also recognised in other
comprehensive income or directly in equity respectively.

_ "7 Prior year adjustments to current and deferred taxes are recognised if the estimated tax position differs from the final

tax position subsequently agreed with the taxation authority.

- > Research and development (R&D)-tax reliefs are recognised as a credit to profit before taxation in the year in which

-relief is claimed. Claims for R&D relief can be made up to two years after the end of the accounting period to which

S s relates, therefore the period in which the claim is recognised is not necessarily the same as the period in which the

costs were borne. Unclaimed reliefs are not recognised.

Dividends
‘Dividends to the Company’s shareholders are recognised as a liability in the financial statements in the period in which
the dividends are approved by the Company’s shareholders.

- = Dividénd income is recognised when the right to receive payment is established.
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KCOM HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2021 i

2. REVENUE (T

Revenue is attributable fo the principal activities of the. Company providing internet, voice and network infrastructure
services to both wholesale and retail customers across Hull, East Yorkshire and the surrounding areas. Revenue is

generated wholly within the UK.

Certain customers previously presented in the National Business segment have not been classified as part of the
discontinued operation as they remain with KCOM following the sale. As such, £0.7 million of revenue has been

restated to Regional Business for the year ended 31 March 2020.

Restated
L 2021 2020
. R £°000 £000
Revenue

Consumer B ' 62,833 60,085
Regional Business " 26,802 27,273
Wholesale 9,002 10,558
Y Other & 900 1,293
Total from continuing operations 99,537 99,209

Derived from:
External customers, 7./ 7> : - 97,623 " 96,874
_ __ Inter-Group from dlscontmued operatlons 1,914 2,335
o _Total from continuing operations 99,537 99,209

operations to better reflect the position going forward,

. . >
EtH NG t

“The resulfs for.the year ended-31 March 2021 and for the year ended 31 March 2020, excluding amounts relating to
-~ discontinued operations, disaggregated by customer type are as follows:

- Inter-Group sales are charged at’prevailing market prices. Sales have been shown on a gross basis in continuing

.. None of the révenue; operating profit or net operating assets arxsmg out51de the United Kingdom are material to the

- Company: No revenue from transactions w1th one customer excéeded 10% of Company revenue.

" "..The analysis’of the.Company’s revenue between sale of goods and the provision of services is as follows:

2021 Restated

2020

. £°000 £°000

Sale of goods ;-’.’L - 3,782 3,989

Provision of services’ ~ 95,755 95,220

) Total from contmumg operatlons 99,537 99,209

3. OPERATING PROFIT/(LOSS)

Operating profit/(loss) is stated after charging:

B N 2021 Restated

2020

. T Note £°000 £000

Staff costs ) 5 40,808 46,019

Other external charges .. 27,342 24,412

Auditors' remuneration for the audlt of the financial statements 141 88

Depreciation of property, plant and equipment 9 11,082 11,305

Depreciation of right of use asset . . 10 1,801 2,110

Amortisation of intangible assets 8 5,862 5,106

Acquisition related costs 4 - 11,790

Onerous contract costs - . : 4 - 1,175

ROU asset impairment - AR 4 - 1,940

Loss on disposal of property, plant and equnptﬁ}éhl‘ 9 10 -

Loss on disposal of othér intangibles 8 67 -

Restructuring costs warl 4 61 1,370

e 87,174 105,315

Total from continuing operations oo
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KCOM HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2021
3.  OPERATING PROFIT/(LOSS) (continued)

Other-external charges mainly relate to costs from key partners, such as BT Wholesale. These external charges
include managed service and maintenance contract costs along with product costs (for example, ethernet and
broadband). Included within staff costs are redundancy costs of £1.6 million (2020: £1.4 million).

The operating expenses detailed above exclude the amounts relating to discontinued operations.

L Tl o 2021 Restated RS
2020 RS
Note £°000 £000

" ~~:  Operating profit/(loss) from continuing operations analysed as:
EBITDA before excéptional ltems ’ 31,169 28,690

Exceptional charges 4 61) (16,275) iianly
Amortisation of intangible assets 8 (5,862) 6,106 o
Depreciation of propérty, plant and equipment 9 (11,082) (11,305)
Depreciation of right of use asset ~ 10 (1,801) (2,110)
_. Operating profit/(loss) from continuing operations © 12,363 (6,106) 2—
4. EXCEPTIONAL ITEMS (R
ZiI R - 2021 2020 U
L SR Note £°000 £000 Cees-
Restructuring costs .. SR 61 1,370 ms
Acquisition related costs- LT - 11,790 -
Onerous contract costs - LT - 1,175 R
Right of use asset impairment e 10 - 1,940 ;
i Total charge to the income statemerit — continuing operations 61 16,275

.. ulw ool o The Directors continue to recognise the need to differentiate costs mcurred outside the normal course of business oo

>

et srvim - ~ s e

from the underlying trading performance.

7 2lInthé curréntyear, exceptional restructuring costs of £0.1 million (2020: £1.4 million) were incurred in relation to
nriilr. .. ororganisation design change costs across all areas of the business following the application of cost saving measures Lz
) _ - introduced by the ‘Fit for growth project” in the prior year. Management scrutinises all restructuring costs on a line- S

- by-line basis to determine whether they meet the exceptional criteria. "

czum v o inAs.part of oursite:rationalisation strategy, during the prior year, we made the decision to exit a leasehold property in R
- ... _Finsbury.Square, London. This was a lease€ arrangement with just over 4 years remaining. This had the impact of <
‘725 2717 2 creating:a.charge undér IAS.37 for.unavoidable contract costs of £1.2 million and a £1.9 million ROU asset

impairment charge under IFRS 16.

-~z -z In'the prioryear, £11.8 'million of:acquisition related costs were incurred, primarily relating to external consultant B
- = - and advisor fe€s associated with the purchase of all the ordinary share capital by KCOM Holdco 3 Limited -
.- (formerly MEIF 6 Fibre Limited) in July 2019. Fit for growth project costs of £1.3 million in relation to third-party o
-~ consultant costs were incurred as part of the post-acquisition business review.
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KCOM HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2021 - :

5.  EMPLOYEES AND DIRECTORS SRS E R

The average monthly number of employees (including Executive Directors) was nil (2020: nil)."The immediate parent
company of KCOM Holdings Limited, KCH {(Holdings) Limited, provides the administration of the Group’s payroll
and pension scheme. The services provided by these to the company are purchased from KCH (Holdings) Limited
and recorded as “staff costs” within the financial statements (see Note 3).

s

A breakdown of these staff costs is as follows:

2021 2020
SlTomo Continuing Discontinued Total Continuing Discontinued Total
- operations operations operations operations
£°000 £000 £°000 £°000 £000 £°000
Wages and 34,201 28,143 62,344 37,461 25,466 62,927
salaries
- Social security ...3,032 .2,770 5,802 3,724 2,734 6,458
costs
. Other pension 1.1,965 1,556 3,521 2,329 1,513 3,842
costs
Share based - -~ - - - 150 - 150
payments
N Restructuring’ 1,610 1,307 2,917 2,355 4,705 7,060
costs relating to
o employees
Total -~ . .-40,808 33,776 74,584 46,019 34,418 80,437

" . The .average 'morithly number of ‘employees (including Executive Directors) of KCH (Holdings) Limited who

performed activities for the company were:

2021 2020
. ; Number of employees™ .
Continued operations . 793 . 1,082 -

Discontinued operations L 509 - 372

Total T - 1,302 1,454

- ... . During thé year Mr D Raneberg was the. Director of KCOM Group Limited, and fellow subsidiary companies. Mr A
- ~Tong and Mr M Pearson were ‘also Directors of fellow subsidiary companies. It is not practicable to ascertain the
.. .proportion of emoluments that specifically relate to the Company. Aggregate emoluments paid to the Directors for
- ...-their:services as directors of KCOM Group Limited and fellow subsidiary companies is as follows:

P 2021 2020

: o £000 £000

Remuneration .. oo 652 706
Aggregate amounts receivable under long term incentive plans - 1,661
Company contributions paid to money purchase pensions schemes 113 99

___ Compensation for loss of office B - 950
Total 2 765 3,416

. - Retirement benefits were received .either as cash or as contributions to the Defined Contribution pension scheme.
"2 . None of the Directors. have any. prospective entitlement to defined benefits or cash balance benefits in respect of

qualifying services.

The highest paid Director’s emoluments were as follows:

- 2021 2020
. S £°000 £000
"Total remuneration (including amounts receivable under long term 516 2,133

incentive plans)
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NOTES TO THE FINANCIAL STATEMENTS a
g Year ended 31 March 2021 R A S
2 6. FINANCE COSTS W Furalns ang
L 2021 Restated
o ' 2020
. £°000 £000
Interest expense . 1,147 1,192
Interest on lease liabilities - 237 271 )
. ‘ ] 1,384 1,463 ‘ -

roowls el ZowInterest expense predominately. relates to the interest paid by the Company on the loan note to KCOM Central Asset
-+ - -7 Reserve Limited Partnership as part of the second agreement with Trustees of the Group’s defined benefit pension
schemes to fund the schemes' current deficit position.

7. TAX ON PROFIT/(LOSS)
The charge based on the profit/(loss) for the year comprises:

P DU 2021 Restated

I 2020
- _ S £000 £°000
UK corporation tax:
— Current tax on profit/(loss) for the yéar- - 612
— Adjustment in respect of prior years - (1,517)
Total current tax - - - (905)
UK deferred tax:
e Origination and reversal of temporary differences in respect of: I
— Profit for the year . _: o 2,010 1,476 e
— Impact of change in rat€ of taxation - "’ 2 120
— Adjustment in respect of prior years -~ 365 (525) -
. Total deferred tax ~ ~ - 2377 1,071 R
. - . Total taxation charge for the year "~~~ 2,377 _166 —
- ) . W STy T
" =s i “Tricomé'tax charge/(credit) attributable to: ‘ B
Profit/(loss) from continuing operations " : 2,042 (631)
e ___Profit from discontinued operations 335 797
Total taxation charge for the year - . 2,377 166

Factors affecting tax charge for the year:

P R 2020 2020 -
. T T £000 £000
L Profit/(loss) before taxation Y 25,247 (2,413)
.. Profit/(loss) before taxation at the standard rate of corporation tax in the 4,797 458 .
UK of 19% (2020: 19%)
Effects of:
— Permanent differences ST 1,598 2,546
— Effects of group relief . . - (4,385) -
— Adjustments in respect of prior yéar - 365 (2,042)
— Impact of change in rate of taxation "™~ 2 120
Total taxation charge for the year 2,377 166
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KCOM HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March-2021°

7. TAX ON PROFITALOSS) (CONTINUED)
Factors affecting the:current and future tax charges
Changes to the UK corporation tax ratés were substantively enacted as part of Finance Bill 2015 (on 26 October

2015) and Finance Bill 2016 (on 7 September 2016). These include reductions to the main rate to reduce the rate to
'19% from 1 April 2017 and to 17% from 1 April 2020. A further change to the main UK corporation tax rate was
announced in the Budget on 11 March 2020, this was substantively enacted for IFRS purposes on 17 March 2020.
The rate applicable from 1 April 2020 now remains at 19%, rather than the previously enacted reduction to 17%.
Deferred taxes at the balance sheet date have been measured using the enacted tax rate of 19%.

In the Spring Budget 2021, the Government announced that from 1 April 2023 the corporation tax rate will increase
to 25%. At the balance sheet date, the proposal to increase the rate to 25% had not been substantively enacted.

" .:'Substantive enactment occurred on 24 May 2021; therefore, its effects are not included in these financial statements.
- “However, it'is likely that the overall effect of the change, had it been substantively enacted by the balance sheet
“date, would be to increase the tax €éxpense for the period by £2,193,000 and to increase the deferred tax liability by

£2,193,000.

8. OTHER INTANGIBLE ASSETS

Slrnmir Development Assets under
VAR o oSl o costs! Software construction Total
J o T £000 £000 £°000 £000
Cost
" At 1 April 2019 B o 35,652 59,100 3,974 98,726
"7 Additions =~ T 21 2,972 1,348 4341
.. . Own work capitalised e 2,543 964 1,033 4,540
. Disposals  7_ R . O (52) - (59)
" Transfers .. ~ T T N 1,241 3,810 (3,682) 1,369
... At31 March 2020 Lo L 39450 66,794 2,673 108,917
.. Additions . STIET ’ ' 278 597 3,257 4,132
- . Own work capitalised o S 2,443 135 1,988 4,566
“'Disposals .~ - . (89) an - (100)
" Transfers o LT o 948 622 (1,932) (362)
Transfer to assets held for sale 7 (3,905) (6,332) (344) (10,581)
At 31 March 2021 . . 39,125 61,805 5,642 106,572
Accumulated amortisation
U At April 20197 - AT 25,708 40,967 - 66,675
" Charge for the yeéar - T 3,567 4,648 - 8,215
- Disposals - - ’ (3) - - 3)
. At 31 March 2020 - - 29,272 45,615 - 74,887
" Charge for thé year - LT 3,141 5,354 - 8,495
Disposals ) o (29) O] - (33)
Transfer to assets held forsale - ST (2,747) (4,355) - (7,102)
At 31 March 2021 - ’ 29,637 46,610 - 76,247
Net book value . .
At 31 March 2021 ) 9,488 15,195 5,642 30,325
At 31 March 2020 T ) 10,178 21,179 2,673 34,030
At 31 March 2019 . ’ 9,944 18,133 3,974 32,051

. 1. Development costs are predominantly capitalised staff costs associated with assets relating to new products and provision of services.

£5.9 million (2020: £5.1 m‘llel.?R) of the amortlsatlon charge for the year and £4.1 million (2020: £4.2 million) of
own work: capltallsed relatqs toscontmumg perations. We have restated amounts disclosed in the comparative

;) perlod to correct for a.previous, s mis-classification. This does not have a material impact on the closing totals.in the

comparatlve period. The. transfers line includes £362,000 transferred between other intangibles and property, plant
and equipment (see note 9).
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 March 2021

9. PROPERTY,; PLANT. AND EQUIPMENT
- R : : Vehicles, other

s Land and  Exchange External apparatus  Assets under
> . buildings equipment plant  and equipment  Construction Total
£°000 £000 £°000 £°000 £°000 £°000
Cost
L.~ At1 April 2019 Il L1577 7 113,083 187,048 © 55,386 10,969 367,643 .
T.270 Additions . T S 580 6,293 3,065 5,932 15,870 -
Own work capitalised - 185 1,831 -~ 9 : 903 2,928
Disposals "7~ - - - (50) (431) - (481)
.77 Transfers "7 T -0 60 1,782 2,265 (5,477) (1,370)
- - -~ At 31 March 2020 . 1,157 113,908 196,904 60,294 12,327 384,590 -
. ... Additions _.. .- .o R 48 7,935 2,074 17,882 27,939
"7 77 Own work capifalised sanT - 7 - 1,857 55 1,955 3,867
-- Disposals o, - - - C)) ’ 8) - (12) T
o .01 Transfers ...~ IS - . 41 2,401 1,034 3,114) - 362 U
7.27L. Transfer to assets held for '2.727  (929) .- (5,173) (5,272) (8,723) (2,157) (22,254) L
sale
- .- ___At31 March 2021 L. . 228 .108,824 203,821 54,726 26,893 394,492
Accumulated depreciation
1o . At1 April 2019 857 ~ . 78,838 115,046 43,238 - 237,979
"7 Charge for the year - 56 . 3,499 6,587 5,174 - 15,316
. - Disposals .~ - - - - - (404) - (404)
S, © At 31 March 2020 913 '~ 82,337 121,633 48,008 - 252,891
I -7 Charge for thé'yéar - 56777 3,223 6,833 4,225 - 14,337
- - Disposals . - - - - 2) - 2)
- “.... .. Transfer to assets held for - (880) .. (2,523) (2,868) (5,350) - (11,621)
sale
At 31 March 2021 - .89 83,037 125,598 46,881 - 255,605
Net book value - ’
At 31 March 2021 139 25,787 78,223 7,845 26,893 138,887 }
"7 At 31 March 2020 244 31,571 75,271 12,286 12,327 131,699 -
o T At 31 Marchi2019 300 - - 34,245 72,002 12,148 10,969 129,664

7. :£11.1'million (2020: £11.3million).of the depreciation charge for the year and £3.9 million (2020: £2.9 million) of
own work capitalised relates to continuing operations.

-.. We.have restated amounts.disclosed .in the comparative period to correct for a previous mis-classifications. This
=...does not have a'material impact.on.the closing totals in the comparative period. The transfers line includes £362,000
.. = transferred-between other intangibles (see note 8) and property, plant and equipment.
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NOTES TO THE FINANCIAL STATEMENTS

Year ended 31 March 2021
10. RIGHT-OF-USE ASSETS o

; Vehicles, other
External

Land and Exchange apparatus
buildings equipment plant and equipment Total
. £°000 £°000 £°000 £000 £°000
Carrying amount
At 1 April 2019 (on transition) =~ ~ 21,081 12,650 30,453 558 64,742
-~ Additions . . i - 258 565 7,607 548 8,978
7 _Disposals "~ .7 T(220) (43) - (1,107) . 8) (1,378
At 31 March 2020 21,119 13,172 36,953 1,098 72,342
Additions — — 6,078 18 6,096
Modifications 268 — 7 19 294
2.0 Disposals’ ~ . (695) (168) (5,497) (449) (6,809)
R Transfer to assets held for sale - (8,409) (13,004) (37,541) — (58,954
At 31 March 2021 ’ T 12,283 — — 686 12,969
Accumulated depreciation
— —- At 1 April 2019 (on transition) — —— — — — —
X Z.77-% Charge forthe year S T1.73,380 2,704 9,759 436 16,279
Disposals. ~ T (60) (43) (429) 4) (536)
L - Impairment loss — ~. 1,940 — — — 1,940
— ... At 31 March 2020 - - 25,260 2,661 9,330 432 17,683
. Z..~  Charge for the year S 17.02,673 2,629 9,950 446 15,698
... .. Disposals. .~ .. (672) (168) (5,089) (449) (6,378)
Transfer to assets held for sale -(2,938) (5,122) (14,191) — (22,251)
At 31 March 2021 4,323 — — 429 4,752
Net book value
. —-.At31 March2021 7,960 — — . 257 8217
. o onf . At31 March 2020 15,859 10,511 27,623 666 . 54,659
At 1 April 2019 (on transition) 21,081 12,650 30,453 - - 558 ' 64,742

presented if they were owned.

" . £1.8'million (2020: £2.1 million)of the depreciation charge for the year relates to continuing operations.

... The right-of-use assets. are.included in the. same line item as where the corresponding underlying assets would be

wlinriz onl o -In‘accordance with  our accounting policy; short-term leases and low-value asset leases have not been recognised as
oo mro oo right-of-use assets: The expense recognised in relation to these assets during the year is as follows:

2021 2020

e £2000 £000
Short-term leases 124 10,930

. Low-value asset leases 499 346

~ Total 623 11,276
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KCOM HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Year ended 31 March 2021 e
11. CONTRACT COSTS Boopitats Lo
L ) 2021 2020
. £°000 £°000
Costs of obtaining a contract .. 695 1,996
Costs of fulfilling a contract ] - 3,133
e . _  Total 695 5,129

= == 7==-'--7--- The costs-of obtaining a contract are comprised of sales commissions paid to employees. The costs of fulfilling a
o orrolziva’ oo contract relate primarily to set-up activities that are not deemed to represent a performance obligation or in
© oo 7-o- -7 - circumstances where it has been determined that there is no enforceable right to payment during the project phase
» -and thus revenue cannot be recognised until project completion. The asset is amortised on a straight-line basis over
.ol ......the.term of the specific contract it.relates.to, consistent with the pattern of recognition of the associated revenue.
Do ooz Capitalised contract costs of £0.4 million (2020: £0.4 million) relating to continuing operations were amortised and
included in operating expenses. R

12. INVENTORIES

Tl 2021 2020
. £°000 £000
Raw materials and consurmables KU 3,357 3,794
__Equipment for resale . R - 844 R
- _ Total . 3,357 4,638 e

iz otz oz -There is no material difference between the carrying value and the replacement cost of inventories.

oooioz. oo orzoInventories recognised as an expense during the year ended 31 March 2021 amounted to £0.6 million (2020: £1.0
million). These were included in operating expenses.

-

. 13.  CONTRACT ASSETS o : S
v E s W e @bwr202tes - 2020 -
- . s . [ al: i £000 £2000 o

Contract assets 1,168 3,318 3

R _.-.7> . Contract assets represent the right to. consideration in exchange for goods or services that we have transferred to the
= IurI._ 7ot oo customer. A contract asset becomes a receivable when our right to consideration is unconditional.

Lo Lz w.1Ir The carrying amount of contract dssets has decreased by £2.2 million to £1.2 million primarily due to £1.6 million of
A - ‘contract assets being classified as assets held for sale it the current year (see Note 23 for further details).

14. TRADE AND OTHER RECEIVABLES

2021 2020

- . £°000 £000

Trade receivables (net) . . 918 24,237
Amounts owed from group undertakmgs 14,640 -
Prepayments - DT 7,363 18,861
Unbilled receivables (net) U 3,072 8,461
Other receivables ST 4,094 3,526
STl ) ' 30,087 55,085

- The majority of the company’s trade and other receivables are denominated in Sterling.
zro.tlolio oo .i.-..Amounts.owed from group undertakings are unsecured, bear no interest and are repayable on demand.

All of the Group’s receivables are due*within one year in both the year ended 31 March 2021 and the year ended
31 March 2020. An allowance has been 'made for estimated irrecoverable amounts from the sale of goods and
services of £0.7 million (2020: £1.4 million).



KCOM HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Year ended 31 March 2021
15 TRADEAND OTHER PAYABLES: AMOUNTS FALLING DUE WITHIN ONE YEAR ‘ GoeEs e
2021 2020
A ) £000 £°000
Trade payables . 6,628 18,607
Amounts owed to group undertakmgs . 69,595 71,003
Other tax and social security 1,150 7,510
Group relief creditor O - 1,663
Accruals SED Lol ' 6,834 15,082
__Other payables - 120 1,016 SR

. . 84,327 114,881

. -“Amounts owed t0 group undertakings. are unsecured, bear no interest and are repayable on demand with the
..... T exception .of-amounts ‘owed: to: KCOM Central Asset Reserve Limited Partnership. KCOM Central Asset
. ol . .Réserve Liniited Partnership acquired.a loan note of £20,000,000 in March 2014 which is secured over the
« .o n oo L ornetwork owned by KCOM Holdings Limited. The loan note has a set repayment schedule and a fixed rate of - -

..z zor-linterest; Of this amount £1,155,000 (2020: £1,489,000) is payable within one year. : .

16. CONTRACT LIABILITIES

R A 2021 2020
o S : £000 £000 —
Contract liabilities ... . — 7,711 20,158 T

.- During the year révenue of £4.2 million hasbeen recognised in relation to the contract liability at the beginning of
the period which relates to continuing operations.

i ezt E8. 6 mllhon behlg claé_;ﬁed_ag_habmues assocnated w1th assets held for sale (see Note 23 for further details).

orvernwesow .-17.. . TRADE AND OTHER PAYABLES: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

2021 2020 T
. £°000 £°000 T
_______ Amounts owed to gioup undertakings 14,916 16,071 ;

rowilin ILI0T T Ui The balance above.relatés to'the remaining amount owed to KCOM Central Asset Reserve Limited Partnership
coze e nel o corelatéd to the:loan note..The loan.note.has a set repayment schedule and a fixed rate of interest. The loan note
will be fully repaid by June 2029.
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18. LEASE LIABILITIES :
R - 2021 2020
. I . ot £°000 £000
Lease liabilities
Minimum lease payments
- within 12 months : : 1,845 15,938
-in 1to 5 years e Ll 6,207 41,676
.. -after5years Ja - 2,354 2,708
Total gross payments . ST 10,406 60,322
Impact of future finance charges "~ (681) (4,214)
Present value of finance lease liabilities 9,725 56,108

sinlon The present value of finance lease lnabnlmes is as follows:

- within 12 months ... LT 1,653 15,123
-inlto5years .77 AT ' 5,768 38,329
- after S years T Ry 2,304 2,656
e ~ Total I3l 9,725 56,108

" Aninterest expense of £1:1 million (2020: £1.2 million) was recognised in the year in relation to lease liabilities. Of
‘zothis:£0:2 million (2020: £0.3 million) related to continuing operations (see Note 6).

19. DEFERRED TAX

Deferred tax comprises:

= = Asset Asset Liability . Liability
o Tt I 2021 2020 2021 2020
c e T s £°000 £000 £2000 £000
- Property, plant and équipment .00 - - (6,933) (5,636)
Other timing differences | “LI - - (11) @n

- Intangible assets arising Giacquisition - - 3,719 - -
- RS s IR . - 3,719 (6,944) (5,657) °

corrnTIlovnn Movements in net deferred tax assets/(liabilities) are as follows:

Dowlols o Ul Tl Property, Intangible Other
. 2 : Eaht plant and assets timing
STiov. T SLiTmmen equipment  arising on differences
‘ sorumiviooe acquisition
S ST A £°000 £°000 £000
At 1 April2019 .- ... 3,821 (4,688)

B _ Charged'to income statement (Note 7) (102) (948) 21)
At 31 March 2020,-..0: ~. 3,719 (5,636) 21
(Charged)/credlted fo’income statement (Note 7) (516) (1,871) 10
Re-classified as assets held for sale (3,203) - -

Clmioa il Re-classified as liabilifiés directly associated with assets held for - 574 -
sale
At 31 March 2021 . . - (6,933) (11)

Deferred tax assets have been recognised where there is sufficient available evidence that suitable taxable profits will
coIcios ..lol o> arise against which these:assets are expected.to reverse. There are no unrecognised deferred tax assets in either year.

wel - ' : : A : P TEeD
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20. PROVISIONS FOR LIABILITIES AND OTHER CHARGES

- Onerous .
lease  Dilapidations  Restructuring Total
£000 £000 £000 £°000
At 1 April 2020 1,138 3,403 2,983 7,524
Established in the year 243 48 - 291
Unused amounts reversed - (105) - (105)
.- Utilised in the year o (491) (159) (2,983) (3,633)
o Transferred to liabilities associated with assets held for sale - (3,127) - (3,127)
At 31 March 2021 890 60 - 950
—_— Total provisions for other liabilities and charges 2021
" Included in current liabilities - i 290 60 - 350
L Included in non-current liabilities 600 - - 600
~ At 31 March 2021 - . 890 60 - 950
I Total provnsmns for other liabilities and charges 2020
" Included in current liabilities =~ -7~ 266 331 2,983 3,580
“Included in non-¢urrent liabilities C 872 3,072 - 3,944
At 31 March 2020 . . 1,138 - 3,403 2,983 7,524

:~The-dilapidations provision relates to-the outflows which will be incurred when returning properties to their original

condition at the end of the lease period.

-+ _Provision has been made for the estimated fair value of unavoidable incremental contract costs on unoccupied
- " buildings. It is expectéd that these payments will arise over the next 3.5 years. This cost excludes the lease rental

payments that are included as a lease liability under IFRS 16.

... .The restructuring provision related to organisation design changes as referenced in Note 4, this has been fully settled

in the current year.

-

21. CALLED UP SHARE CAPITAL hias b ol
- 2021 - 2020
e L Allotted and fully pald X £ £
2 ordinary shares (2020:.2) of £1 each _ 2 >

22. GUARANTEES AND FINANCIAL COMMITMENTS

i:..-As part of an.agreement. with the Trustees of the KCOM Group Limited defined benefit schemes, a loan note of
.£20,000,000 was secured over.network assets of the Company. The security does not offer the Trustees any
““‘normal” rights of enforcement overthe assets. Instead it provides first priority payment of any value that would be

realised from the network on an insolvency event.

23. DISCONTINUED OPERATIONS AND ASSETS

=2..0n 25 March 2021 K€COM Group.Limited committed to a plan to sell a significant proportion of the National

Business after a period of stratégic review following the acquisition of KCOM Group Limited by KCOM Holdco 3
Limited (formerly MEIF .6 Fibre Limited) on 1 August 2019. The associated assets and liabilities are consequently
presented as held for sale in the year ended 31 March 2021.

" .0n 31 March 2021, KCOM Groiip Limited finalised the sale of the National Business consumer base for £1.2
- million: The sale of the remaining discoritinued operations and assets held for sale was finalised on 31 July 2021.

For further information see Note 26.
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23. ~ DISCONTINUED OPERATIONS AND ASSETS (CONTINUED)

Financial performance

s
Iy

The financial performance attributable to the discontinued operations for the years ended 31 March 2021 and 31

March 2020 are as follows:

2 B 2021 2020

£°000 £000

Revenue o - 154,126 165,942

~ Operating expenses (140,196)  (159,817)

Operating profit T e 13,930 6,125

.. Finance costs - L (854) (969)

Profit before taxation:froin discontinued operations 13,076 5,156

. _______Taxation - - (109) (797)

Profit for the year from discontinued operations 12,967 4,359

. ~ Gain on sale of National Business consumer base 966 —

e Profit for the year from discontinued.operations 13,933 4,359
Sale of National Business consumer base

‘ 2021

. . . £°000

Consideration receivable Tl 1,192

____Carrying amount of net assets sold - —

Gain on sale before taxation ' 1,192

Taxation (226)

___Gain on sale after taxation . 966

e e St (s Assets and liabilities of the disposal group classified as held for sale

Cmen - -

" The following assefs and liabilities were réclassified as held for sale in relation to discontinued operations as at 31

March 2021:
2021
S £000
Assets classified as held for sale
Other intangible assets : 3,479
Property, plant and equipment 10,632
Right of use assets ST 36,703
Contract costs U 2,856
Inventories 198
Trade and other receivables 27,536
Contract assets 1,620
~ Deferred tax assets 3,203
_ _____ _Total assets of disposal group held for sale 86,227
-... .. . .. Liabilities directly associated with assets classified as held for sale
Trade and other payables . 23,764
Finance leases 36,585
Contract liabilities 8,551
Provisions for other liabilities and charges 3,127
__Deferred tax liabilities 574
Total liabilities of disposal group held for sale 72,601
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*+": 2424, RELATED PARTY TRANSACTIONS FRE PR

During the year the company purchased £196,650 (2020: £196,650) of software support services from
SmartIntegrator Technology Limited. A fellow group company, KCH (Holdings) Limited, is a 50% shareholder in
SmartIntegrator Technology Limited. The amount outstanding in relation to these purchases at the year-end was
£4,687 (2020: £29,752).

25. PARENT UNDERTAKING AND CONTROLLING PARTY
"The Company's immediate parent undertaking is KCH (Holdings) Limited, a fellow group company incorporated in

- .. -the United Kingdom. Copies of KCH (Holdings) Limited's financial statements can be obtained from 37 Carr Lane,

Hull, HU1 3RE.
As at 31 March 2021, the parent undertaking of the smallest group of undertakings for which group financial

.2 . Statemeénts are drawn up and of which the Company is a member is KCOM Group Limited, registered in England
_..m-and Walés:The parent undertaking. of the largest group of undertakings for which group financial statements are

- .drawn.up and-of which the Company is a member is KCOM Holdco 1 Limited (formerly MEIF 6 Holdings

~ - - Limited), registeréd in England and Wales. Copies of KCOM Group Limited and KCOM Holdco 1 Limited

- (formerly MEIF 6 Holding Limited)’s annual report and financial statements can be obtained from 37 Carr Lane,
Hull, HU1 3RE.

...~ The..company's -ultimate _parent and controlling party is Macquarie European Infrastructure Fund 6 SCSp (an

--rinvestment fund:-managéd by Macquarie Infrastructure and Real Assets (Europe) Limited), registered in Luxembourg.

26. SUBSEQUENT EVENTS

2 :Following the:year end; on the 31 July 2021 KCOM Group Limited completed the sale of the trade and assets of the
" - National ICT business (prédominantly the previously disclosed National Business segment) to GCI Network Solutions

. Limited (“Nasstar”).for consideration of £31.4 million. The consideration was comprised of £29.4 million upfront
“' cash-and:£2.0m" of. deferred consideration-payable 12 months after the completion date. At the time of signing the —

.- financial statements the completlon accounts have been signed. The final true up of working capital does nothave a

ﬁ:matenal impact on the outcome of the consideration receivable and therefore the ability to support the carrying value
- of the disposal group based on fair value less costs to sell at a KCOM Group level.
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ALTERNATIVE PERFORMANCE MEASURES (“APM”)

o - v,

.2, . The Directors’ use the APMs listed below as they are critical to understanding the ﬁrl?é;nciaf‘:berf()értiaﬁcé of the
Company. As they are not defined by IFRS, they may not be directly comparable with other companies who use
similar measures.

APM Closest Definition and purpose Reconciliation to closest equivalent

equivalent IFRS measure

IFRS
e . measure

Tt - 'EBITDA before Profit - EBITDA before cxceptional items is the Profit before tax as quoted in the
- otml oo =zTrexceptional i - beforetax . key measure used by management to  income statement (£11.0 million),
v feee..vitems.. ... ... .. ... . monitor the underlying performance ofthe add back finance costs (£1.4
es - .-(“EBITDAY) " ... . . Company. EBITDA before exceptional million) as quoted on the income

: . ~-items is-also reported to the Board, is statement, add back amortisation
oTiiiliiowo mzioooo . .20 . :.-._..._ incorporated in banking covenants and is (£5.9 million) as quoted in Note 8,
mooimzinion o oo szuinl L. oL Zoooo lolo.an limportant measure  for  setting add  back depreciation (£11.1
‘ RPSTIEE .- .... .remuneration. million) as quoted in Note 9, add
[ - back depreciation of right of use
assets (£1.8 million) as quoted in
Note 10 and add back exceptional
charge of (£0.0 million) as quoted
in Note 4.

Lvroeamiooul Ll o Tt T 7T EBITDAL before  exceptional items s

S A ' T important to the users of the financial

Lol Lot ... < s .7 ... statéments as it assists with comparing
RN ST T Tt performance from previous periods.

lliiosrzmmiron e The items classified as exceptional items
U are described in Note 4.

i omosaeloenl lnozo s EBITDA before exceptional items is

e defined as ‘profit before tax’ before share

. SomrwooliTol of profit before associates, finance costs,

e 2 e amortisation, depreciation and exceptional
items.
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