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Esh Construction Limited

Strategic Report

The directors present their strategic report for the year ended 31 December 2025.
Principal activities

The principal activities of the company during the year were civil engineering, house building, and general
construction.

Corporate Overview

The company entered 2025 from a position of increasing strength. Whilst broader economic conditions remained
mixed, with continuing uncertainty surrounding interest rates, public sector finances, regulatory reform and skills
availability, the company benefited from the successful execution of the strategic transformation undertaken over
recent years.

Demand across the company’s core market sectors remained resilient. Significant investment in wastewater
infrastructure, environmental infrastructure, affordable housing, public realm regeneration and local authority
infrastructure continued to provide attractive long-term opportunities. At the same time, the company’s
disciplined approach to contract selection and risk management ensured that growth was delivered in a controlled
and profitable manner.

The Board has consistently maintained that sustainable success is achieved through a combination of high-quality
delivery, industry leading health and safety, first class talent pools, strong client relationships, prudent financial
management and disciplined contract selection.

The performance achieved during 2025 provides strong evidence that this strategy continues to deliver significant
value for all stakeholders.

Throughout the year, the company remained focused on its guiding principles of securing work with the Right
Client, at the Right Price and under the Right Contract. These principles, combined with continued investment
in quality, safety, people, plant and technology, have enabled the company to strengthen its market position
across all of its core operating segments.
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Strategic Report (continued)

Key performance indicators

2025 2024

£ £

Turnover, including share of joint ventures £293.4m £249.1m
Change in turnover 17.8% 0.5%
Gross profit margin 11.0% 7.6%
Operating profit £17.6m £5.3m
Profit before taxation attributable to owners of the parent £17.6m £5.3m
Cash at bank and in hand £51.9m £35.3m

Business Review
The company delivered the strongest financial performance in its history during 2025.

Turnover grew over £40m to £293m, representing a record level of activity. This growth was brought about by
strong performances in both the company’s Infrastructure and Housing divisions, together with continued
expansion across Yorkshire and further development of the company’s land-led housing delivery model.

Profitability also reached record levels, reflecting both volume growth and continued margin expansion, all
attributable to our disciplined approach to project selection, strong operational delivery, enhanced quality
controls and highly supportive supply chain relationships.

Cash generation remained a particular strength. The company achieved its highest ever cash balances, with
liquidity at £58m at year end. This performance reflects our continued focus on working capital management,
strong cash collection procedures and disciplined commercial controls across all operating divisions. The
company’s liquidity position provides significant resilience and flexibility to support future growth
opportunities.

Pre-tax profits for the year were £18m, an increase of £12m over the previous year.

Divisional Overviews

Infrastructure

Our Infrastructure division delivered an exceptional performance, achieving record turnover and profitability.
Growth was driven by continued investment in wastewater and environmental infrastructure, strong delivery
performances across major projects and the successful renewal and expansion of key framework agreements,
notably anchored by our position on the 10 year Northumbrian Water strategic investment framework, the
renewal of our number one position on the North East Procurement Organisation (NEPO) framework, and our
newly appointed position on the YorCivils major projects framework. All of these frameworks provide long
term revenue visibility for the company.
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Strategic Report (continued)

Housing

Within our Housing division, both the North East and Yorkshire operations delivered strong growth. The
Company’s strategic focus on framework partnerships, negotiated contracts and land-led developments
continued to reduce risk while enhancing margins and improving pipeline certainty. Customer satisfaction,
quality performance and aftercare delivery all improved materially during the year, strengthening relationships
with key Registered Provider (RP) partners.

Corporate Office

During the year, the company made its largest ever annual investment in plant, machinery and vehicles. This
investment supports future growth, improves operational efficiency, strengthens self-delivery capability and
enhances service delivery to clients. Significant investment was also made in technology, cyber security,
operational systems and data management to support continued business improvement.

Health, safety and quality remain central to the company’s operating culture. Whilst overall safety performance
remained strong with some exceptionally high safety scores achieved across a broad range of our sites, alongside
quality metrics also improving across many areas of the business, a small number of unrelated serious incidents
occurred during the year. Whilst none of these incidents were systemic in nature, nor did they result in any
regulatory intervention, they served to remind us of our duty to ourselves and others in upholding our industry
leading safety standards, The Board continues to reinforce its commitment to ensuring that every employee
returns home safely each day (ESH SAFE : Everyone Safely Home) and remains focused on driving continuous
improvement across all aspects of health, safety and wellbeing.

The company also continued to make substantial progress against its sustainability and social value objectives.
Carbon reduction initiatives, including operational efficiency programmes and fleet management improvements,
delivered measurable benefits during the year. Meanwhile, the company’s Constructing Local programme
continued to provide significant support to communities across its operating regions through education,
employment, skills and community investment initiatives.
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Strategic report (Continued)

Future Developments - Financial Year 2026 Outlook

The company enters 2026 with the strongest secured order book in its history, and a high degree of confidence
in future performance.

Visibility of future workloads remains exceptionally strong across all core operating segments, supported by
long-term framework agreements, strategic client relationships and a growing pipeline of land-led opportunities.
The company expects further growth in turnover during 2026 whilst maintaining strong levels of profitability
and cash generation.

The Board remains alive to the broader economic uncertainties that persist, particularly the risks arising from the
conflict in the middle east. Whilst the conflict will inexorably lead to some level of input cost inflation, the
impact, so far, has been limited to a small number of commodity groups, and with our experience of managing
the last round of cost inflation still fresh, we have a broad range of tools at our disposal for managing emerging
inflationary pressures. alongside our well proven abilities to navigate other persistent industry challenges such
as skills availability, regulatory changes and other geopolitical risks.

The company also maintains an in-built resilience from its strong balance sheet, record liquidity, diversified
business model and disciplined risk management approach, all of which positions us well to mitigate emerging
risks.

Our continued investment in people, plant, technology and operational excellence will also remain a key priority,
as will our exploration of the world of artificial intelligence (Al) to drive efficiencies and an enhanced customer
experience.

The company believes that maintaining the highest standards of safety, quality and customer service, alongside
its disciplined approach to contract selection and financial management, will continue to provide the foundations
for sustainable long-term growth.

Accordingly, the Board remains confident in the company’s prospects and expects another successful year of
trading in 2026.

Principal risks and uncertainties

The construction industry is exposed to a broad range of risks and uncertainties, but the company’s business
model is designed to address these risks and to mitigate them as far as possible. This strategy has, and continues
to work for the benefit of all stakeholders involved with the business.

The principal risks faced by the company and the action taken to mitigate these are presented in the table on the
following pages. These are considered to be the most important to the future development and performance of
the business.
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Strategic Report (continued)

Risk description How it is mitigated
Project execution
The company undertakes construction, | Each business unit has defined operating procedures to address the

refurbishment and maintenance projects. We
need to continue to deliver these within
programmes and match or exceed clients’
requirements, profitably and within agreed
financial parameters.

Successful delivery of many of these projects
depends on the successful implementation
and maintenance of a range of operational and
commercial procedures and controls.

risks inherent in project delivery. Furthermore, a well-established
commercial and financial risk management framework is in
operation, using structured review meetings and reporting, with
key risks identified early in the project delivery.

We also have public indemnity cover to provide further safeguards.

Tendering

Through our different business units, we seek
to win profitable work through a large number
of competitive tenders and contract
negotiations.

This depends on our ability to price and add
value in our tender offering, driven by an
efficient operating model, and a clear focus on
quality delivery, social and economic added
value.

We have delegated authority levels for approving all tenders and a
formal tender review process.

We undertake reviews following both successful and unsuccessful
tenders to ensure we learn from them and apply those lessons to
future tenders.

Our culture of delivering social value within the communities in
which we work provides a point of differentiation from many of
our competitors, producing upper quartile tender success rates.

The company has also increased the amount of turnover that is
secured via ‘land led’, directly negotiated or two-stage tender
routes, which significantly reduces the risks and challenges
associated with pure competitively tendered projects

The company maintains strict controls around risk pricing,
particularly associated with input cost inflation and resource
availability, ensuring that the significant impact of recent
inflationary pressures and shortages is mitigated going forward.

People

We need to recruit and retain the best
management and employees. These members
of staff should have appropriate competencies
and also share our values and behaviours.

We measure all potential recruits for key roles in the organisation
against a competency framework. We undertake staff appraisals to
review the roles, competencies, performances and potential of
personnel. We have a well-developed succession planning process
to identify and develop high potential personnel to fill key roles.

People matters are reviewed regularly and discussed at all levels
within the organisation and by the Board.

We have appropriate remuneration and incentive packages, which
includes the selective allocation of growth equity, to help us attract
and retain key employees. We also use a well-connected group of
recruitment consultants and advisors to ensure we connect with the
best talent within the industry.

The future growth in revenues will require additional resources,
which is assessed and planned as part of a group wide organisation
review process.
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Strategic Report (continued)

Risk description

How it is mitigated

Supply chain

We are reliant on our supply chain
partners for successful operational
delivery, which means we are also
exposed to a variety of risks in the
supply chain. The company is also
exposed to the global issue of cost
price inflation.

Our strategic supply chain management processes, where possible, aligns us
to large, robust suppliers whose access to material and resources is preferred
given their size and scale; a factor equally supported by our own size, regional
presence and buying capacity.

We develop long-term relationships with our subcontractors, working closely
with them to understand their operations and work with them to ensure their
capacity planning can be optimised.

We aim to work as much as possible with preferred suppliers and
subcontractors who undergo rigorous, risk-based prequalification processes
and share our values. We aim to avoid becoming over reliant on any one
supplier or subcontractor.

Through selective procurement allocation, we have been able to leverage
strong commitment from our supply chain to ensure maximum availability of
materials and labour. The company has robust forward planning processes to
provide our supply chains with as much forward visibility as possible,
significantly mitigating the risk of supply shortages.

Moreover, we have, where sensible, concentrated spend with core suppliers to
maximise rebate opportunities, which has served to mitigate the impact of
inflation over recent years.

The company also carries out comprehensive procurement strategy reviews,
detailing opportunities for cost down, inflation mitigation, price
benchmarking, specification changes and supply re-sourcing.

Health and safety

The company works on projects
which require continuous
monitoring and management of
health and safety risks.

The company has a highly developed health, safety and environmental
process. This process is underpinned by documented procedures and working
practices. Policy is set by the Board, and cascaded through the organisation
via a team of dedicated health and safety professionals, who continually audit
and review on site operations for compliance, as well as liaising with external
verification bodies.

Accident frequency rates remain well below the industry average.

Health and safety remains the first agenda item at all board meetings, and is a
critical focus for all directors.

Main board directors, including the CEO, regularly carry out site visits to
validate and verify safety compliance and standards.

Regulatory, market and economic

The company operates in markets
and segments that are influenced
by a range of external factors. The
resilience and performance of the
construction sector, and the
housing market in particular, is at
risk from regulatory change,
political change and the impact of
monetary policy and financial
system regulation.

The company maintains a diversified portfolio of operating activities, some of
which behave in a counter cyclical manner, and most of which are aligned to
well-funded, blue chip client bases.

The board is alive to the challenges currently faced by the private housing
market, and has plans in place to mitigate the impact of any material decline
by shifting resources to carry out intra-company work, as well as rightsizing
the operating cost base to align to any significant reduction in turnover.

Moreover, the company is confident that its balanced portfolio of revenues
will permit a reasonable smoothing of cyclical patterns across industry
segments, with other revenue streams rising to compensate for falls elsewhere.
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Strategic Report (continued)

Risk description

How it is mitigated

Business process and IT systems

To continue to expand the business, the company
acknowledge that information and associated
technology must be robust and meet business needs.

The company has invested in modernising its
technology estate, integrating previously fragmented
processes and improving the efficiency of the end to
end ‘order to cash’ lifecycle. This provides a robust
platform to support ongoing growth.

The Board remains focused on cyber security risks
and has strengthened the Company’s control
environment through upgraded firewall
infrastructure, enhanced system hardening, and third
party patch management.

An ongoing phishing simulation and user training
programme is in place, alongside measures to address
insider threats and enhancements to business
continuity and disaster recovery planning.
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Strategic Report (continued)

Streamlined Energy and Carbon Reporting (SECR) disclosure

Quantification and reporting methodology:

We have followed the 2019 HM Government Environmental Reporting Guidelines. We have also used the GHG

Reporting Protocol — Corporate Standard and have used the 2025 UK Government's Conversion Factors for

Company Reporting.
Operational scopes:

We have measured our scopes 1, 2 and certain scope 3 emissions.

Current year

Previous year

UK Greenhouse gas emissions and energy use data for the period 1st

January to 31st December 2025 2024
Energy consumption used to calculate emissions (kWh) 37,306,907 34,729,143
Energy consumption breakdown (kWh):

* gas 77,073 83,509

* electricity 102,124 84,988

* wood burning 0 0

* purchased fuel 37,127,710 34,560,646
SCOPE 1 emissions in metric tonnes CO2e

Gas consumption 14.10 15.27
Purchased fuel - diesel, petrol & gas oil 7,926.31 7,465.43
Wood burning 0 0
Total Scope 1 7,940.41 7,480.71
SCOPE 2 emissions in metric tonnes CO2e

Purchased electricity 18.08 17.60
Total Scope 2 18.08 17.60
SCOPE 3 emissions in metric tonnes CO2e

Business Travel in employee owned vehicles 1,585.12 1,463.19
Total Scope 3 1,585.12 1,463.19
Total gross emissions in metric tonnes CO2e 9,543.61 8,961.50
Intensity ratio Tonnes per employee 13.61 13.54

A Radcli+e

A Radcliffe (Jul 7, 2026 16:05:29 GMT+1)

AE Radcliffe
Director
7th July 2026
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Corporate Governance

Esh Construction Limited is a member of the Esh Group. Governance is set by the Esh Group Board, therefore
commentary in this section refers to the Esh Group policies.

Esh Group Guiding Principles

The Esh Group Board are committed to maintaining and, where appropriate, improving standards of Corporate
Governance. Whilst adherence to the Combined Code on Corporate Governance issued by the Financial
Reporting Council is not obligatory for Esh Group, embracing the spirit of the Code ensures the creation and
maintenance of sound business systems and an appropriate level of embedded internal control. The Code
requires, as a minimum, an annual review of all key internal controls; including financial, operational,
compliance and risk management systems.

The governance model outlined below has been designed by the Esh Group Board as an adaptation of the
traditional best practice, three lines of defence to risk management.

Esh Group Sector Directors and Management

Sector Directors and Management own the risks and take responsibility for directly assessing, controlling and
mitigating risks in their areas by way of organisation strength, a strong and well understood chain of command
and strict oversight and scrutiny. They employ a range of internal controls which are built into the design of the
control environment using either manual processes or system generated control, which forms the first line of
defence in the Esh Group governance model to manage risks.

Esh Group maintains a program of continuous improvement in respect of all its internal control.

The Esh Group Board and Group Policies

The Board consists of both Executive and Non-Executive members and therefore draws on a wide range of
experience both internally and externally when considering the establishment of Group Strategy and Policy. It
has established the foundations that are the core of Esh Group in terms of its culture, vision and values. The Esh
Group Corporate Values are documented and communicated directly to all employees, workers and business
partners.

The Board delegate to the Sector Directors and Management, the day to day operation of the businesses within
clear well-defined authority limits. Where appropriate, business decisions are reached following a structured and
documented review of potential opportunities and threats. The process is designed to manage or mitigate any
residual risk exposure identified.

However, the Board retains a schedule of matters reserved for its approval only, namely; the company strategy
and review of performance, the appointment of key executives, approval of accounts, approval of the business
plan, budget and financial policies, consideration of potential major projects, acquisitions or disposals of business
sectors, opportunities in new markets, health and safety, the environment, business ethics, risk management,
human rights and other social issues.

The Board set Group Policies and formal delegations of authority as appropriate to all companies, subsidiaries
and associations. The Group Policies provided by the Board, require that all procedures and systems of control
must be built and operated in line with any mandatory requirements and these therefore formulate a second line
of defence in the Esh Group governance model.

Internal and independent of operational management, are a range of Group functional teams. These include teams
in Health, Safety Quality and Environment, Commercial, HR, IT and Finance. All compliance teams report
directly to the Board and have access to expert or specialist resources from professional advisors as required.
The Compliance team will assess the adherence to Group Policies and Procedures. The outcome of compliance
assessments will be reported to the Board and an appropriate action plan devised with management, who are
supported through to implementation. These compliance teams bring up the third line of defence in the Esh
Group governance model.

Deviation from any aspect of a Group Policy requires the express consent of the Chief Executive Officer in
writing in advance.
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Corporate Governance (continued)

The Esh Group Board and Group Policies (continued)
All Group Policies are also publicly available in full detail on our website and intranet, but specific comment is
made on the following core areas:

Employment Policies and Procedures

For all our employees, across all companies in the Group, there is a comprehensive Employee Handbook. This
Handbook explains the required and mandatory standards of employee and manager behaviour and incorporates
specifically: the Esh Group Values, Employee Code of Conduct and aspects of Health, Safety and Wellbeing.

It is also required that all workers for Esh Group, irrespective of engagement status, that they understand and
comply with the above standards where they are appropriate for their role.

The Group supplements the Employee Handbook with other related policies or statements covering Slavery &
Human Trafficking, Gender Pay and Equality & Diversity.

Ethical Governance Approach

Through the Ethical Governance Approach, the highest standards of integrity and accountability are put into
practice by the Board. These standards are expected to be adopted and adhered to by all company directors,
employees and third parties, including sub-contractors and their workers, and are evident throughout all relevant
Group Policies.

A range of whistle blowing, anti-corruption and bribery policies and procedures support a culture of open, honest
and fair dealing. These policies and procedures are designed to minimise the risks of fraud or corruption
occurring, as well as to maximise the rate of detection and subsequent corrective action. Any employee, worker
or member of the public is encouraged to speak out if they see any wrong-doing or area of concern and to enable
this, the Group provides a range of reporting routes to facilitate this in a safe, appropriate and confidential
manner.

Health and Safety Policy and Procedures

It is Esh Group Policy that its operations shall be conducted in such a way as to ensure, so far as is reasonably
practicable, the health, safety and welfare of all its employees, subcontractors and site visitors and that its
activities will not adversely affect the health and safety of others i.e. members of the public, children and any
other interested parties. We believe there is no conflict between our requirement to keep our workforce and
members of the public safe and our long-term financial success.

The Group recognises the importance of health and safety in all its undertakings. It relies upon the active
participation of management and workforce including sub-contractors to maintain safe working practices and
procedures in order to fulfil its legal obligations under the Health & Safety at Work Act 1974 and all other
relevant health and safety legislation. In addition to fulfilling its legal obligations, the aim of the Group is to
achieve best health and safety practice in all that it does primarily through adherence to ESH SAFE — Everyone
Safely Home our bespoke brand and commitment.
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Directors’ report

The directors present their directors’ report and audited financial statements for the year ended 31 December
2025.

Financial instruments
The Company’s financial instruments comprise borrowings share capital, cash, and various items arising directly
from operations (such as trade debtors, trade creditors etc).

The Company’s cash balance of £51.9m (2024: £35.3m) carries interest at variable rates but the levels of interest
receivable are not significant to this company’s results.

Financial instrument risks are managed at the Esh Group level, and further details can be obtained from the Esh
Holdings Limited financial statements.

Paid dividends
During the year, the company paid dividends of £9m (2024 nil).

Result for the year
The result for the year is set out in the Strategic report.

Directors
The directors who were in office during the year and up to the date of signing the financial statements were as

follows:

AE Radcliffe
S T Wilkie
A Law

All of the directors benefited from qualifying third-party indemnity provisions during the year and at the date of
this report.

Employees

The Company gives full consideration to applications for employment from people with disabilities where the
requirements of the job can be adequately fulfilled. Where existing employees become disabled, it is the
Company’s policy wherever practicable to provide continuing employment under normal terms and conditions
and to provide training, career development and promotion to employees with disabilities wherever appropriate.

During the year, the policy of providing employees with information about the Company has been continued
through internal media methods and holding regular meetings to review the Company’s performance. Employees
participate in the success of the business through the Company’s bonus scheme.

Political contributions
Neither the Company nor any of its subsidiaries made any political donations or incurred any political

expenditure during the year.
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Statement of directors’ responsibilities
The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations.

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

* select suitable accounting policies and then apply them consistently;
* make judgements and estimates that are reasonable and prudent;

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

*  prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

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

The directors are responsible for the maintenance and integrity of the comp

















































































