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' Amey Construction Limited

Stratégic Report for the Year Ended 31 December 2018

The Directors present their strategic report for the year ended 31 December 2018.

Principal actlwty

‘The Company's prinicipal activity .is. civil engineering, building works and highways malntenance Whllst there
have been no changes to the Company’s principal activity, it has not trade;d during. the year.

Review of business and future developments
The income statement for the year Is set out on page 8 and shows revenue of £nil (2017 £nII) and a loss after
tax amounting to £180,000 (2017 -.£7,000), all of which arose from continuing activities. .

There have been no events since the balance sheet date which materially affect the position of the Company

Key performance indicators

The Company's ‘principal key performance Indicator is profit before tax which Is shown in the income statement
for the year set out on page 8. :

Principal risks and uncertainties

The Company's risks and other key performance indicators are only reported and managed on a Divisional basis.
To gain a further understanding of this business, details of the principal risks and uncertainties and other key
performance indicators are contained in the Annual Report and Financlal Statements of the intermediate parent
undertaking, Amey UK plc (‘the Group'), for the year ended 31 December 2018. The Company Is a member of
the Central Services division of the Group.

Oy 201K

'Approved‘by ihe Board on and signed on its behalf by:

=

-------------------------------

G P Steffenini
Dlre or
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An1ey Construction Limited

Report of the Directors for the Year Ended 31 December 2018

The Directors present their annual report with the audlted financial statements of the Company for the year
ended 31 December 2018.-

Strategic Report

. Details of future developments and financial risk. management can be found in the. Strateglc Report on page 2
and form part of this report by cross reference

Dividends
No dividends were paid by the Company during the year (2017 -£nil).

Directors of the Company . .

The Directors, who held office during the year and up to the date of this Report were as follows:

K Holder ' o S A : D )
G P Steffenini .

Going concern

After making enquiries, and based on the assumptions outlined in note 2 to the financial statements, the
Directors have concluded that the Company has adequate resources to continue in operational existence for the
foreseeable future. For this reason, they continue to adopt the going concern basis in preparing the financial

statements.

Policy on slavery and human trafficking

In accordance with the Modern Slavery Act 2015, the Group Is committed to ensuring that there is no modern
slavery or human trafficking in our supply chains, -or in any part of our business, with a zero tolerance for
non-compliance. A full statement reflecting that commitment can- be found on the Amey website .
www.amey.co.uk and an abridged “statement is included in the financlal statements of the Company's
intermediate parent company, Amey UK plc. .

Statement as to disclosure of information to the auditor

So far as the Directors are aware, there Is no relevant audit information (as defined by Section 418 of the
Companies Act 2006) of which the Company's auditor is unaware, and each Director has taken ali the steps that
he or she ought to have taken as a director in order to make himself or herself aware of any relevant audit
information and to establish that the Company's auditor is aware of that information .

. Reappomtment of auditor

Deloitte LLP has been appointed as Auditor and has expressed thelr willingness to continue in office as Audltor .
In accordance with s487 of the Companles Act 2006, Deloitte LLP will be re-appointed as Auditor to the

Company

\exfrdas chi"\
Approved by the Board on = - _-and signed on its behalf by:

Page 3A



. Amey Constructlon Limited

Statement of Dlrectors Responsrbxluhes

The Directors are responsible for prepanng the Annua] Report and the financial statements in accordance with
applicable law and regulations. ,

Company law requires.the Directors to prepare financial statements for each financial year.. Under that law the
Directors have elected to prepare the financial statements in accordance with United 'Kingdom Accounting
Practice (United Klngdom Accounting Standards and appllcabie Iaw), including FRS 101 'Reduced Disclosure
Framework'

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 policles and apply them consistently;
o make judgements and accounting estimates that are reasonable and prudent;

"« state whether applicable United Kingdom Accounting Standards have been followed, subject to any matenai
departurés disclosed and explained in the financial. statements; and

« prepare the finandal statements on the going concern basis unless it is inappropriate to presume that the
. Company will centinue In business.

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

Independent auditor’s report to the members of Amey Construction Limited '

Report on the audit of the financial statements

‘Opinion
In our opinion the financial statements of Amey Construction L|m|ted (the ‘Company)

» give a true and fair view of the state of the Company's affairs as at 31.December 2018 and of its loss for the
year then ended; ) -

e have been properly prepared in accordance with Umted Kingdom Generally Accepted Accountlng Practice
including Financial Repotting Standard 101 'Reduced Disclosure Framework'; and

« have been prepared in accordance with the requirements of the Companies Act 2006.
We have audited the financial statements which comprise: .

¢ the income statement;

« the statement of comprehensive income;

« the balance sheet; '

o the statement of changes in equity, and

o the related notes 1 to 14.

The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 101 'Reduced Disclosure Framework'
"(United Kingdom Generally Accepted Accounting Practice). . .

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibllities under those standards are further described in the auditor's respons|bllltles for the audit

of the financlal statements section of our report.

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

Material uncertainty related to going concern — Proposed plans to sell the Amey Group of
Companies (the Group) .

We draw attention to note 2 of the financial statements concerning the proposed plans to sell the Group and the
impact this will have on the Group’s ability to continue as a going concern, which is dependent on the loans the
Group has from its ultimate parent undertaking, Ferrovial, S.A., together with the provision of external facilities
. which may be withdrawn on a change of control. Whilst the Directors of the Group consider that the Group is a
going concern, the intentions of future management are uncertain, including the amount of support, if any, the
Group will recelve In the form of guarantees. or loans from its new parent. As stated In note 2, these events or
conditions, indicate the existence of a materlal uncertainty which may cast significant doubt about the Group's
ability to continue as a going concern. The financial statements do not include the adjustments that would result
if. the Group was unable to continue as a going concern as it is not practicable to determine or quantify them:
Our opinion is not modified In respect of this matter. :
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Amey Construction Limited

Independent auditor’s report to the members of Amey Construction Limited (continued)

Other information

_The Directors are responsible. for the other information. The other information comprises the information
included in the annual report, other than the financial statements and our auditor’s report thereon. Gur opinion

- on the financlal statements does not cover the other information and, except to the extent otherwise exphcutly
stated In our report, we do not express any form of assurance conclusion thereon. .

In connection with our audit of the fi nanclal 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
- knowledge obtalned in the audit or otherwise appears to be materlally misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the -
wark we have performed, we conclude that there is a material misstatement of this other information, we are
requured to report that fact. )

We have nothing to report in respect of these matters.

Responsibilities of Directors .

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

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

Auditor’s responsibilities for the audit of the fi nanaal statements

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

A further descrlptron of our responsibilities for the audit of the financial statements Is located on the Financial
Reporting Council’s” website at: wwwfrc org. uk/audltorsresponsnbrlutles This description forms part of our
- auditor’s report. .
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Amey Construction Limited

" Independent auditor’s report to the members of Amey Construction Limited (continued)

Reporton other legal and regulatory requirements

Opinions on other matters.prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

« the information given In the Strategic Report and the Directors’ Report for the financial year for which the
financial statements are prepared Is consistent with the financial statements; and

¢ the Strategic Report and the Directors’ Report have been prepared In accordance with appllcable Iegal A
requirements, :

In the light of the knowledge and understanding of the Company and its environment obtained in the course of -
the audit, we have not identified any material misstatements in the Strategic Report and the Directors’ Report.

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following matters If, in our opinion:

« adequate accounting records have not been kept, or retums adequate for our audit have not been received
.from branches not vlslted by us; or o

¢ the financial statements are not in agreement with the accounting records and returns; or

o certain disclosures of Directors’ remuneration specified by law are not made; or

+ we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.

Use of our report

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

GusiaHinky

Andrew Hornby (Senior Statutory Auditor)
For and on behalf of Deloitte L
Statutory Auditor
Reading
United Kingdom
1 October 2019
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Amey Construction Limited _
Income Statement for the Year Ended 31 December 2018

2017

2018 .

‘Notes - © £000 £000

- Revenue , i C S . -
Cost of sales o o | ‘ ' (59) " (146)
Operating loss - - 4 ' : 5 " ' (59) (146)
* Loss before taxation . : o (59) (1465
Tax on loss o “ ' ‘ 6 (121) 139
Loss for the year ' ‘ ___(180) @-

' The notés an pages 12 to 23 form part of thés‘e financial statements. -
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Amey Construction Limited

‘Statement of Comprehensive Income for the Year. Ended 31 December 2018

‘ o : 2018 2017

= © £'000 £'000

Loss for the year o l ' (180) @
Total comprehensive expense for the year o - (180) @

The notes on pages 12 to 23 form part of these f'lr{aﬁclal. statements.
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Amey Construction Limited (Registered humber: 02379472)

Balance Sheet as at 31 December 2018

: 2018 . . 2017
Note . £'000 - £'000
Current assets . . -
" Debtors: amounts falling due within one year R A 15,559 - 1'5,830
Cash at bank and in hand , - 6 -
' ' 15565 - . 15,830
~ Creditors: » : ‘ .
Amounts falling due within one year - : N 8 (8,941) - (9,026)
Net assets ' I 6,624 6,804
- Capital and reserves . :
Share capital - _ ’ 1 - T 60,452 - 60,452
Retained earnings . ' __(53,828) (53,648)
Shareholders' funds ’ 6,624 . 6,804
The financial statements were approved.by the Board of Directors on ' and signed on its behalf by: -

\ Ak e\ q

G P Steffaqini
Director

The notes onpages 12 to 23 form part of these finandial statements.
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Amey Constructibn Limited

- Statement of Changes in Equity for the Year Ended 31 December 2018

‘ . Share ~ 'Retained ]

4 . , . capital earnings " Total

) , £'000 . £'000 £'000

At 1)January 2017 - - 4 60,452 (53,641) 6,811
Loss for the year - - @) : (7).

Total comprehensive expense - ) - . ) @
At 31 December 2017 : : _60,452 (53,648) A 6,804

Share * Retained _ :

capital _earnings Total

: . £'000 ' '£'000 . £'000

At 1 January 2018 - : 60,452 (53,648) 6,804

Loss for the year . ) - (180) __ (180)°

- Total comprehensive expense . o 3 - : : (18b) ' (180)

At 31 December 2018 L . 60452 - (53,828) - 6,624‘

The notes on pages 12 to 23 form part of these financlal statements. -
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- Amey Construction Limited

Notes to the Financial Statements for the Year Ended 31 December 2018

1 General informaticn ‘

The principal activity of Amey Constructlon Limited (the Company) is civil engineering, buiidlng works and -
highways maintenance; however the Company has not traded during the year and operates principally within the
UK. The Company is a private company Inmited by share capltal incorporated and domlclled in the UK and -

registered in England and Wales.’
The Company Secretary and address of the registered office is as follows

Sherard Secretariat Services Limited -

- Chancery Exchange
10 Furnival Street
London
EC4A 1AB

2 Accounting policies

Basis of preparatlon

These financial statements have been’ prepared in accordance with Financial Reporting Standard 101 'Reduced
Disclosure Framework' and the Companies Act 2006. The ﬂnanclal statements have been prepared under the
historical cost convention. . -

On 1 January 2018, the following standards which might have an impact on the fmanczal statements came into
force in the European Union: .IFRS 15 Revenue from Contracts with Customers, IFRS 9 Financial Instruments,
IFRIC Interpretation 22, Amendments to IFRS 2, IFRS 4 and IAS 40, and Annual Improvements to IFRS
2014-2016 cycle. No sngmﬁcant impact on the Company ﬂnanclal statements has been identified because of

these amendments.

-New standards or interpretations appllmble to the Company for accountmg periods commenclng on or after 1.
January 2019 are not expected to have a material impact on the Company. .
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Amey Construction Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (contmued)

2 Accounting policies (Continued)

Summary of disclosure exemptlons '

The Company has taken advantage of the following disclosure exemptions in preparing these financial
statements, as permitted by FRS 101 'Reduced Disclosure Framework':

the requirements of paragraphs 45(b) and 46 to 52 of IFRS 2 Share-| based Payment;

‘the requirements of paragraphs 62, B64(d), 864(e), B64{g), B64(h), B64(j) to B64(m), 864(n)(u), B64{o)(ii),

B64(p), B64(q)(ii), B66 and B67 of IFRS 3 Business Combinations;

the requirements of paragraph 33(c) of IFRS 5 Non Current Assets Held for Sale and Discontinued
Operations; . .

the requirements of IFRS 7 Flnariclal Instruments: Disclosures;
the requirements of paragraphs 91 to 99 of IFRS 13 Falr Value Measurement;
the requirement in paragraph 38 of IAS 1 Presentation of FInanclaI Statements to present comparative

: mformation in respect of:
ot - paragraph 79(a)(iv) of IAS 1;

- paragraph 73(e) of IAS 16 Property, Plant and Equipment;:
- paragraph 118(e) of IAS 38 Intangible Assets;
- paragraphs 76 and 79(d) of IAS 40 Investment Propeity;

the requirements of paragraphs 10(d), 10(f), 16, 38A, 388, 38C, 38D, 40A, 408, 40C 40D and 111 of IAS 1

- Presentation of Financial Statements;

the requirements of paragraphs 134 to 136 of IAS 1 Presentation of Fmancial Statements,

the requirements of IAS 7 Statement of Cash Flows;

the requlrements of paragraphs 30 and 31 of IAS 8 Accountlng Policies, Changes in Accounting Esttmates and
Errors;

the requirements of paragraphs 17 and 18A of IAS 24 Related Party Disclosures,

the requirements in IAS 24 Related Party Disclosures to disclose related party transactlons entered mto
between two or more members of a group; and

the requirements of paragraphs 134(d) to 134(f) and 135(c) to 135(e) of IAS 36 Impairments of Assets.
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Amey Construction Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued) v

2 Accounting policies (continued)

Going concern

The Company is a subsidiary of Amey UK plc (the Group) and its financial resources are managed on a group
basis. The ultimate parent of the Group is Ferrovial, S.A. (Ferrovial). The Group is financed through a mixture of
shareholder equity, other equity instruments issued to Ferrovial companies, intercompany debt from Ferrovial
companies, finance leases, non-recourse project-related bank term loans, other bank loans and overdrafts,

The Group's key external banking facilities are through five five-year bilateral facility agreements of £32 million
with each of HSBC Bank plc, Lloyds Bank plc, Royal Bank of Canada, The Royal Bank of Scotland plc and
“Santander (Abbey National Treasury Services plc). These agreements total £160 million with £32 million maturing
in July 2021, £96 million maturing in July 2022 and £32 million maturing in November 2022, At 31 December
2018, these facthties were undrawn and the Group also held £118.4 million of unrestricted cash on the Group
balance sheet.

Subsequent to the year-end, the following matters that have an impact an the Group 's going concern assessment
occurred: .

« On 29 June 2019, the Group concluded an agreement with Amey Birmingham Highways Limited
(ABHL) to exit from the contract to provide highways maintenance setvices to Birmingham City Council.
Under the settlement arrangements, the Group is obliged to pay £215 million in total to ABHL over a
six-year period (£100 million on 29 June 2019, two further instalments of £30 million each at the-end of
September and December 2019, £10 million each year from 2020 to 2024 and £5 million in 2025), for a
full release of the Group’s liability in respect of the Birmingham project from all key stakeholders.

» On 29 June 2019, the Group received a new intercompany loan of £75.0 million from Ferrofin, SL
which was received in cash. This loan bears interest at 1-month LIBOR plus 227 basis points and is due
to repaid by 31 July 2020. This.loan has been fully subordinated in favour of any amounts due to the
Group’s banks under the five five-year bllateral facility agreements in place and which have recourse to
the Group’s balance sheet; and

-« On 8 July.2019, the terms and conditions of part of the Group’s existing subordinated loans to
Landmille Limited, which were held by a fellow subsidiary undertaking, Amey plc, were amended and

£200.0 million of these loans replaced with a new Other Equity Instrument with Landmille Limited which -

will be classed as part of equity on the Group balance sheet. This loan instrument has no specified
maturity date but can be redeemed by the Group at any time. The Group also has the power to delay
timing of the interest payments at its sole discretion which cannot be clalmed by the lender. The
proceeds of this loan were used to reduce the existing loans of £369.0 million from Landmille Limited.
The remaining loans of £169.0 million with Landmille Limited were consolidated into a new sterling
revolver facility which bears interest at 1-month LIBOR plus between 372 and 472 basis points
dependent on the drawn amount. This new sterling revolver facility is available until 31 July 2020, These
loans have been fully subordinated in*favour of any amounts due to the Group’s banks under the five
five-year bilateral facility agreements in place and which have recourse to the Group'’s balance sheet.

The impact of these transactions has been a net £85 million cash outflow together with an improved Group net
asset position. This together with the impact of the timing of supplier payments, which have in certain cases
been brought forward to comply with the requirements outlined in the Procurement Policy Note issue by Cabmet
Office, have reduced the level of cash headroom since the year-end.
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' Amey Construction Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

2 Accounting policies (continued)
Going concern (continued)

In light of this reduced headroom, the Directors of the Group have reviewed a number of factors including: the
future busiriess plans of the Group (comprising the budget for 2019 and the strategic plan for 2019-2023); the '
availability of core and ancillary financing facllities; the compliance with the related net debt/EBITDA covenant;
the projected drawn positions and headroom available on the core committed financing facilitles; and the
projected future cash flows of the Group comprising a Base. Case forecast (which Includes the settlement
payments agreed as a result from exiting from the Birmingham City Council Highways PFI contract and the
funding structure described In the previous paragraphs) and a Reasonable Worse Case (RWC') forecast (which
applies sensitivities against the base case for reasonably possible adverse variations in performance, reflecting
the ongoing volatility in UK trading performance and sector dynamics), The RWC forecast looks at the following
key sensitivities: compliance with the requirements outlined in the Pracurement Policy Note Issue by Cabinet
- Office which alms to take into account a supplier's approach to payment in the procurement of major contracts;
short-term timing delays in collections from customers; and longer-term reductions in performance and growth
when compared to those set out in the Group's strategic plan. Even after assuming that the sensitlvities outlined
above will materialise the Group’s cash flow forecasts show that there is sufficient Ilquldity to enable it to

continue trading.

As noted in the Group Annual Report and Accounts, in October 2018, Ferrovial, S.A., the ultimate parent .
“company, announced a strategic review of the markets it operates in. This review concluded in February 2019
that Ferrovial would divest their wider Services portfolio, which includes the Group. This decision does not impact
day-to-day operations and, in any event, as the Group does not rely on Ferravial contractual guarantees there
_ are no implications to the ongoing trading operations of the Group The lmpact on financing on a change of
control would be as follows:

+ The external facilities may become due for repayment subject to the detailed change of control
requirements which are primarily dependent on the credit worthiness of the purchaser. The Directors of
the Group believe that the Group would be able to renew or replace these facilities, If necessary;

¢ Any consideration still outstanding to Amey Birmlngham Highways Limited would be immediately
payable under the terms of the settlement agreement; and

« The facilities due to the parent totalling £274 million would be due for repayment in the event that this
debt was not transferred to a new shareholder,

Whilst the Directors consider that the Group is a going concern, In the circumstances of any sale of the Group by
the existing shareholder, the intentions of any future parent as regards shareholder financing Is -uncestain,
including the amount of suppott, If any, the Group would receive from any new parent. However, as would be
usual in the context of a third-party sale arrangement, the Directors would expect the existing shareholder debt
to be managed in an appropriate manner as part of the sale process.

These events or conditions indicate, only In the event of a sale, the existence of a material uncertainty which
may cast significant doubt about the Group’s, and therefore the Company’s, abllity to continue as a going
concern. These financial statements do not include the adjustments that would result if the Company was unable
to continue as-a going concern as it is not practicable to determine or quantify them. Notwithstanding this, the
Directors have a reasonable expectation that the Company has adequate resources to continue in operational
existence for. the foreseeable future. Therefore, the Directors continue to adopt the going concern basis in
preparing the Fnancnal statements.
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‘Amey Construction Limited .

Notes to the Financial Statemepts for tﬁe Year Ended 31 December 2018 (continued)

.2 fAccounting policies (continued)

- Other principal accountmg poluaes

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

Financial instruments

Recognition and de-recognition- . ’ :
~ Financial assets and financial liabilities are recogmsed when the Group becomes a party to the contractual
provisions of the financial instrument. Financial assets are de-recognised when the contractual rights to the cash
flows from the financlal asset expire, or when the financlal asset and substantially all the risks and rewards are
transferred. A financial liability is de-recognised when it is extinguished, discharged, cancelled or expires.

Classification and initial measurement of financial assets

Except for those trade receivables that do not contain a significant financing component, and which are
measured at the transaction price in accordance with IFRS 15, all financial assets are initially measured at fair
" value adjusted for applicable transaction costs. Financial assets, other than those designated and effective as
hedging instruments, are classified into the fallowing categories: amortised cost; falr value through profit or loss
(FVTPL); or fair value through other com'prehensrve income (FVOCI). The classification Is determined by both the
Group's business model for managing the financial asset and the contractual cash flow characteristics of the

financial asset.

- Subsequent measurement of financlal assets

(a) Financlal ‘assets at amortised cost - financial assets are measured at amortised cost if the assets
meet the following conditions (and are not designated as FVTPL): they are held within a business model
whose objective is to hold the financial assets and collect its contractual cash flows and the contractual
terms of the financial assets give rise to cash flows that are solely payments of principal and interest.

(b) Financlal assets at FVTPL - finandcial assets that are held within a different business mode! other than -
‘hold- to collect’ or *hold to collect and sell' are categorised at FVTPL. Further, irrespective of business
model, financial assets whose contractual cash flows are not solely payments of principal and interest
are accounted for at FVTPL. All derivative financial instruments fall into this category, except for those
designated and effective as hedging. Instruments, for which the hedge accounting requirements apply
(see below) .

(c) Financial assets at FVOCI - the Group accounts for financial assets at FVOCI if the assets meet the
following conditions: they are held under a business model whose objective it is ‘hold to collect’ the
associated cash flows and the contractual terms of financial assets give rise-to cash flows that are solely
payments of principal and interest. Any gains or losses recogmsed in other comprehensnve income (OCI)
will be recycled upon de-recognition of the asset. .

~
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' Amey Construction Limited

Notes to the Financial Stai:ements for the Year Ended 31 December 2018 (continued)

2 Accounting policies (continued)
Financial instruments (continued)

‘Impairment of financial assets -

IFRS 9's impairment requirements use forward-looking Information to recognise expected credit losses - the
‘expected credit loss (ECL) model'. Instruments within the scope of . the requirements include loans and other
debt-type financial assets measured at amortised cost and FVOCI, trade recelvables, contract assets recognised
_and measured under IFRS 15 and loan commitments and some financial guarantee contracts (for the issuer) that
are not measured at FVTPL. Recognition of credit losses Is no longer dependent on the Group first Identifying a
credit loss event. Instead the Group considers a broader range of information when assessing credit risk and
measuring expected credit losses, including past. events, current conditions, and reasonable and supportable
forecasts that affect the expected collectability of the future cash flows of the instrument.

In applying this forward-looking approach, a distinction Is made between: Stage 1 - financial instruments that
have not deterlorated significantly in credit quality since Initlal recognition or that have low credit risk; Stage 2 -
financial instruments that have deteriorated significantly in credit quality since initial recoghition and whose credit
risk Is not low; and Stage 3 - financial assets that have objective evidence of impairment at the reporting date.
Twelve-manth expected credit losses are recognised for the first category while lifetime expected credit losses
are recognised for the second category. Measurement of the expected credit losses is determined by a
probability-weighted estimate of credit losses over the expected life of the financial instrument.

(a) Trade and other receivables - trade receivables are Initially recognised and carried at the lower of
their original invoiced value and recoverable amount. Balances are written off when the probabllity of
recovery is remote. The Group makes use of a simplified approach In accounting for trade and other
receivables and records the loss allowance as lifetime expected credit losses. These are the expected
shortfalls in contractual cash flows, considering the potential for default at any point during the life of
the financial instrument. The Group uses historical experience, external indicators and forward-looking
information to calculate the expected credit losses. The Group assesses impairment of trade receivables
on a collective basls. Where they possess shared credit nsk characterlstlcs, they have been grouped
based on industry sector global default rates.

- (b) Intercompany loans recelvable - intercompany advances to other Group companies are all held to
maturity, neither parties have an option to call or prepay the loan before the contracted maturity date.
Such assets are held under a business model to hold and collect contractual cash flows and therefore
meet the ‘solely payments.of principal and interest’ test. No embedded derivatives are currently
recognised in these advances, and the amortised cost classification is not impacted. All intercompany
advances are assessed for impairment under the ECL model.

Classification and measurement of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of "the contractual
arrangements entered. An equity instrument is any contract that provides a residual interest in the assets of a
business after deducting all other liabilities.

The Group’s financial liabilities include borrowings, trade and other payables and derivative financial instruments. -
Financial- liabllities are initially measured at fair value, and, where applicable, adjusted for transaction costs
unless the Group designated a financial liability at FVTPL. Subsequently, financial liabilities are measured at
- amortised cost using the effective interest rate (EIR) method except for derivatives and financial liabilities
designated at FVTPL, which are carried subsequently at falr value with gains or losses recognised in profit or loss
(other than derivative financial instruments that are designated and effective as hedging instruments). All
interest-related charges and, if applicable, changes in an instrument's fair va!ue that are reported iIn profit or loss

are included within finance costs.
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Amey Construction Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

2 Accounting policies (éontinued)
Financial instruments (continued)

Classification and measurement of financial liabilities (continued)

(a) Borrowings - borrowings are recognised initially at fair value, net of transaction costs incurred.
Borrowings are subsequently stated at amortised cost unless they form part of a fair value hedge
_relationship. Any difference between the amount initially recognised (net of transaction costs) and the
redemption value Is recognised in the Income statement over the period of the borrowings using the EIR
method. Borrowings being novated or cancelled and re-issued, with a substantial madification of the
terms, .are accounted for as an extingulshment of the original financial liability and the recognition of a
new financial liability, with any resulting gain or loss recognised in the income statement.

(b) Trade and other payablés - trade and other payables are non-interest bearing and are stated at their
fair value and subsequently measured at amortised cost using the EIR methad.

(c) Derivative financial instruments and hedging activities - derivatives are initially recognised at falr value
on the date a derivative contract is entered and are subsequently re-measured at their fair value.
Derivative financial instruments are accounted for at FVTPL except for derivatives designated as hedging
instruments in cash flow hedge relationships, which require a specific accounting treatment. To qualify for
hedge accounting, the hedging relationship must meet the following requirements: there Is-an economic
relationship between the hedged item and the hedging instrument; and the effect of credit risk does not”
dominate the value changes that result from that economic relationship. The method of recognising the
resulting gain or loss depends on whether the derivative is designated ‘as a hedging instrument, and if so,
the nature of the item being hedged. The Group designates certain derivatives either as falr value hedges,
where they hedge exposure to changes in the fair value of the hedged asset or liability or as cash flow -
hedges, where they hedge exposure to variability in cash flows that are attributable to a risk associated -
with any changes In the fair value of the hedged asset, liabllity or forecasted transaction. The Group
documents at the inception of the transaction the relationship between hedging Instruments and hedged
items, as. well as its risk management objectives and strategy for undertaking various hedging
transactions. The Group also documents, both at hedge inception and-on an ongoing basis, its
assessment of whether the derivatives used in hedging transactions are highly effective in offsetting

- changes in fair values or cash flows of hedged items. The fair value of a derivatives is classified as a
non-current asset or liability when the remaining maturity is more than 12 months and as a current asset
or liability where it is less than 12 months.

(d) Fair value hedge - all hedging relationships that were hedging relationships under IAS 39 at the 31
December 2017 reporting date meet the IFRS 9's criteria for hedge accounting at 1 January 2018 and are
therefore regarded as continuing hedging relationships. Changes In the fair value of derivatives that are
designated and quallfy as falr value hedges are recorded in the income statement, together with any -
changes in the fair value gains and losses on any underlying hedged items that are part of a fair value
hedging relationship. If the hedge no longer meets the criteria for hedge accounting, the adjustment to
the carrying amount of a hedged item for which the EIR method is used is amortlsed In the income’

~ statement over the period to maturity.

(e) Cash flow hedge - the effective portion of changes in the fair value of derivatives ‘that are des:gnated
and qualify as cash flow hedges.is recognised in OCI. To the extent that the hedge [s effective, changes in
the fair value of derivatives designated as hedging instruments in cash flow hedges are recognised in OCI
and included- within the cash flow hedge reserve In equity. Any ineffectiveness in the hedge relationship Is
recognised immediately in profit or loss. Amounts accumulated in equity are recycled in the income
statement in the periods when the hedged Item affects profit or loss. When a hedging instrument expires
or is sold, or when a hedge no longer meets the criteria for hedge accounting, any cumulative gain or loss
existing in equity at that time remains In equity and is recognised when the forecast transaction Is
ultimately recagnised In the income statement. When or if a forecast transaction is no longer expected to .
occur, the cumulative gain or loss that was reported in equity Is Immediately transferred to the Income
statement.
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Amey Construction Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 {continued)

2 Accounting policies (continued)
Financial instruments (continued)

Classification and measurement of financial liabilities (continued)

(f) Derivatives at fair value through proﬁt and loss - certain derivative instruments do not quallfy for
hedge accounting. Changes in the fair value of these derivative instruments are recognised immediately in
the income statement. When derivatives are designated in a hedge relationship, the net interest payable
or receivable on those derivatives is recorded net of the interest on the underlying hedged item in the
income statement. When derivatives are not in a hedge relationship, the fair value changes on these -
derivatives are recognised within fair value gains or losses on financial Instruments In the Income

. statement. The Interest payable and receivable on those derivatives are recorded at their net amount in
finance costs in the income statement.

Current and deferred income tax

The tax expense for the period comprises current and deferred tax. Tax Is recognised In profit or loss, except
that a change attributable to an Item of Income or expense recognised .as other comprehensive income Is also
recognised directly in other comprehensive income. .

The current tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the balance
sheet date,

Deferred tax balances are recognised on temporary differences arlslng between the tax bases of assets and
liabilities and their carrying amounts in the financial statements, It is measured using tax rates that have been
enacted or substantively enacted at the time when the temporary difference reverses. Deferred tax assets are
recognised. only. to the extent that it is probable that future taxable profit will be available agamst which the
temporary differences can be utlllsed . )

Cash at bank and in hand
Cash at bank and In hand includes cash and deposits with banks. Bank overdrafts are shown within borrowings In
current liabilities.

Creditors

Obligations to pay for goods and services are recognised initially at fair value and subsequently measured at
amortised cost.

3 (Critical accounting estimates and judgements

The preparation of financlal statements in conformity with FRS 101 requires the use of certain critical accounting
estimates. It also requires management to exercise judgement in the pracess of applying the Company's existing
accounting policles. In preparing the financial statements for the financial year, the Directors have considered
‘these requirements,.and conduded that no such estimates or judgements have been necessary.

4 Employees and Directors

The Company had no direct employees in either 2018 or 2017. No costs of employees of Amey Services Limited
are recharged to this Company.

No Directors were remunerated through the Company in either 2018 or 2017.

The emoluments of the Directors are pald by the parent group. Their services to this Company are of a non-
executive nature and their remuneration is deemed to be wholly attributable to their services to the parent

group.
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Amey Construction Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

5 Loss before taxatlon

The audltors remuneration is borne by Amey Group Servlces Limited, a fellow subsidlary undertaklng of the
Company, and is not recharged. .

6 Taxation

Analysis of tax (income)/ expense S
' 2018 2017
£000 £'000
Current tax . _ .
Tax - current year . . o o (11) 0]
Deferred tax o 132 (132)
Total tax expense/(lncohe) in income statement - : 121, . "~ (139)

Factors affecting the tax expense/. (méome)

The tax assessed for the year differs from the standard rate of corporatlon tax in the UK of 19 00% (2017 -
19.25%) ‘ oo .

The differences are reconciled below:

2018 2017
. - £'000 £'000
Loss before Income tax (59) " (146)
Tax on loss calculated at standard rate . o (11) (28)
Effects of: ’ ’ ‘
Impact of previously unrecognised timing differences now recognised - : (113) -
Deferred tax expense from unrecognised temporary difference from a - '
prior period ) - 132 -
Deferred tax expense relating to changes In tax rates or laws - - 2
" Tax expense/(income) .- : ' - . 121 (139)

The UK Finance Act 2016 included provision for the main rate of corporation tax to reduce from 19% to 17%
- from 1 April 2020. This will reduce the Company's future tax charge accordingly. .

Page 20



Amey Construction Limited

- Notes to the Financial Statements for.the Year Ended 31 December 2018 (continued)

7 Trade and other receivables

2018 - 2017
) £'000 . £'000

Amounts falling due within one year: ‘
Amounts owed by group undertakings - 15559 15,698
Deferred tax asset (see note 10) - : o - ' 132
. 15,559 15,830

Amounts owed by group undertakings are unsecured and are repayable on demand. There is no difference -
between the book value and the fair value.of amounts owed by group undertakings.

8 Creditors: amounts falling due within one year

2018 2017

_ : o ,. £'000 £000

Bank loans and overdrafts (see note 9) . . . . 144
Amounts owed to group undertakings \ . 8,878 8,878
Accruals and deferred Income : o - 63 4
) E ) - 8,941 ' 9,026

- Amounts due to fellow group undertakings are unsecured and are payable on demand. There is no dlfference
between the book value and the fair value of amounts owed to group undertakings.

-,

9 Financial Iiabilities?borrowings , .
' ' . 2018 . 2017

£'000 . £'000
Current: ) . .
Bank overdrafts : - o 144

The bank overdraft facllitles were repayable on demand under the terms of the Group banking arrangements.
Group balances and overdrafts wee subject to poolmg under this arrangement and no Interest arose on the net

amount.

" 10 Deferred tax asset
' o , £000
Balance at 1 January 2018 . R ) C132
Charged to Income Statement during year , ' ) ) 132

Balance at 31 December 2018 : )
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‘Amey Construction Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (contmued)

10 Deferred tax asset (continued)

2018 " 2017

£000 » £'000
Deferred tax asset comprises: _ ’
. Other timing differences . . ) - 113
Trading losses . ' - ' 19
‘Balance at-31 December o : o ‘ - 132
2018 2017
, £000 £'000
Unrecognised deferred tax comprises: , i '
Tax losses - : : ' S 31 311
Other timing differences v o S o 595. -
‘ 906 311
Al deferred tax assets have been measured at a rate of 17% (2017 - 17%).
-11 Share capital
Ordinary shares of £1 each ' Number £'000 .
Authorised, issued and fully paid at 1 January 2017, 3 December 2017 and 31 -
December 2018 . 60,452,002 60,452

12 Contmgent liabilities -

As a member of the Amey UK plc Group of Companies, the Company is a partlclpator in certain bank account- '

_pooling arrangements, the Group VAT registration and HMRC UK Corporation Tax Group Payment afrangement
and is jointly and severally liable with other group companies for the total Group balances outstanding. At-31
December 2018, the only net lrablllty arising across the Amey Group was £27,937,000 (2017 - £43, 311 ,000) in
" respect of VAT, ,

Losses, for which no provision has been made in these financial statements, which might arise from litlgétlon in
the normal course of business are not expected to be material in the context of these flnancial statements.

. There were no other contingent liabllities at 31 December 2018 or at 31 December 2017. ™
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Amey Construction Limited -

" Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

13 Capital commutment.s

The Company had no capital commitments at 31 December 2018 or at 31 December 2017.

14 Controlling parties L
The lmmedlate parent undertaking is Amey plc.

The ‘ultimate parent undertaking and the largest group to consolidate these financial statements is Ferrovial,
S.A., a company incorporated in Spain.

Copies of the Ferrovial, S.A. consolidated financial statements can be obtained from:

Ferrovlal S.A.
Principe de Vegara, 135
28002 Madrid

Spain

or from the Ferrovial, S.A. website: www.ferrovial.com

The 'pafent of the smallest. group in which these financial statements are consolidated is Amey UK plc,
mcorporated in England and Wales. )

Copies of those consolidated financial statements can be obtained from the registered office of Amey UK plc

The Company Secretary
Amey UK plc

Chancery Exchange

10 Furnival Street
London

- EC4A 1AB _
United Kingdom
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