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Midland Expressway Limited

Strategic report
for the year ended 31 December 2019

The directors present their Strategic report for the company for the year ended 31 December 201 9.
Principal activities

The principal activity of the company is the financing and operation of the 27-mile M6tol! motorway,
under a 53-year Concession Agreement with the Government running from 26 January 2001 to 2054.

Business review

The company trading results for the year and financial position at the year-end are shown in the
attached financial statements.

Traffic on the M6toll fell in 2019 by 7.7% to 16.8m vehicles (2018: 18.2m) reflecting an Annual Average
Daily Traffic of 45,976 (2018: 49,831). The fall was driven principally by a reduction in long distance car
journeys, a feature noted across the West Midlands corridor, with more stable performance in heavy
commercial traffic. M6toll market share remained stable.

Total revenues decreased to £92,764k (2018: £94,332k) due to lower toll revenues derived from
reduced traffic volume and decreases in motorway service area usage offset by the beneficial impact
of toll price increases which were applied to certain vehicle classes and times from July 2019. During
2019, Mé6toll expanded trials of new products with discounted prices to encourage increased usage of
the road for car journeys where significant journey time savings are potentially available for a range of
customers. Those products have contributed increases to both volume and revenue and are part of a
significant, emerging development programme, underpinned by market research, to support to growth
strategy for the business. M6toll further enhanced its account development with haulage and freight
operators adding significant numbers of new accounts to take advantage of the time and cost savings
of the road as well as benefit from the increased journey time reliability of M6toll to support their network
operations.

Operating costs increased to £11,152k (2018: £10,108k). This increase was principally due to cost of
living salary increases, and additional staff recruited to the business to support the growth strategy.

On a like-for-like basis adjusted earnings before interest, tax and depreciation (adjusted EBITDA)
decreased to £81,612k (2018: £84,224k) reflecting an EBITDA margin of 87.8%. Loss before tax was
£10,359k (2018: loss £8,192k).

As at 31 December 2019, the company had net liabilities of £271,390k (2018: £260,922k) and had met
its debt servicing obligations as they fell due and complied with all its covenant reporting requirements.

The group continued the major resurfacing and structures refurbishment programme commenced in
2017 which formed the largest part of a £5,176k capital expenditure spend. The final phase of pavement
work was completed in 2019.

Future developments

Over the medium term it is expected that overall traffic corridor growth in the West Midlands will continue
to be stimulated by the strong economic performance in the region, further boosted by the activities of
the West Midlands Combined Authority, Transport for West Midlands, the West Midiands Mayor and
associated developments relating to the UK “Midlands Engine”. The company continues to work with
these bodies, and Highways England and the Department for Transport, to ensure that the M6toll helps
to deliver the maximum benefit for the region. M6toll continues to develop its strategic approach in order
to attract further usage of the road for both car and heavy vehicle journeys.

Following a review by Government, HS2 is expected to proceed to delivery and some enabling works
were concluded in 2019, and further works are anticipated in 2020. The company continues to have
dialogue with the relevant parties to minimise any potential negative impact to the road asset or
operation. :



Midland Expressway Limited

Strategic report
for the year ended 31 December 2019 (continued)
Key performance indicators

Given the straightforward nature of the business and the information provided elsewhere in this report,
for example regarding tolling revenues and traffic volumes which can be found in the Business review
section, the directors are of the opinion that the publication of further KPls is not necessary for an
understanding of the development, performance or positioning of the business.

Principal risks and uncertainties

At the time of signing the accounts, the global economy is in the midst of responding to the coronavirus
(“COVID-19") pandemic. The directors provide further commentary later in this Strategic Report and at
note 3 in the notes to the accounts in respect to the company and believe that with its major customer
base and strategically important role both within the UK strategic road and the wider transport network,
the company is well placed to address the issues that are being faced.

The business risks that affect the company are principally the risks that affect the infrastructure project
that the company has invested in.

The company’s key operational and financial risks are set out below along with the risk management
policies put in place to mitigate these risks.

The continuing availability of finance o The company undertakes regular financial
forecasting to monitor compliance with its

financial covenants.

e The effects of any change in Government e

The company is a private entity that operates
policy towards private operators.

the road under a Concession Agreement
which provides specific obligations on the
Government should they wish to effect such
changes.

e The continued ability to collect tolls over the e
life of the concession.

The company monitors its performance to
ensure it remains compliant with the
concession  gbligations.  Dialogue is
maintained with Highways England and the
Department for Transport to enhance the
Métoll's key role within the region’s strategic
road network.

¢ Increased competition from other routesasa e

result of continued government capital
spending

Immediate and medium term impact of the
COVID-19 pandemic on the country's
economy and road usage

The company seeks to address such
competition by providing exempiary service
to customers, as well as adding value to
customers’ reliability and quality of drive, in
order to build long term customer loyaity.

The company has developed a range of
models which assesses a sustained impact
on usage of the road and has identified a
number of operational and financial
mitigating actions.



Midland Expressway Limited

Strategic report
for the year ended 31 December 2019 (continued)

Principal risks and uncertainties (continued)

On 27 September 2018, Highways England announced its preferred route alignment for a north-bound
extension of the M54 which does not involve a motorway to motorway link to M6toll; a public consultation
on the preferred route closed on 5% July 2019. Based on the current proposals, the route chosen does
not meet the criteria for a contribution by the company or wider group. The scheme will continue to be
monitored and should the detailed design change such that it is considered a qualifying scheme the
accounting treatment will be updated accordingly.

Operational risk management

Risk is inherent to the business and to the operation of the M6toll. Accordingly, the company is
committed to establishing, maintaining and continually improving arrangements to manage risk. Such
arrangements are incorporated within an integrated Management System which has been developed
and certified in accordance with 1ISO 9001 Quality Management, ISO 14001 Environmental
Management, OHSAS 18001 Occupational Health and Safety Management, and Fire Safety.

All board members are aware of their risk management responsibilities and risk management is on the
agenda and discussed at Board meetings on a regular basis. The Board has appointed the Chief
Executive to direct the planning, implementation and overview of risk management arrangements
across all departments and activities and to report to the Board on risk management performance. As
a minimum this will include identification of significant risks, actions to reduce, mitigate or control such
risks, ranking of residual risks and the names of allocated risk managers.

Financial risk management

Given the size of the company, the directors have not delegated the responsibility of monitoring financial
risk management to a sub-committee of the board. The policies set by the board of directors are
implemented by the company’s finance department as required.

During the year the company had both interest-bearing assets and interest bearing liabilities. Interest
bearing liabilities consist of parent company loans.

The company has interest bearing assets consisting of short-term deposits and cash balances. The
company has a policy of maximising income from short term deposits via the monitoring of cash
balances to ensure working capital requirements are at an appropriate level to fund its operations.

Under S172 of the Companies Act 2006 the directors’ of their company have a duty to promote the
success of the company. During the year in order to fulfil their duties the directors have:

o Met on a regular basis to review past performance of the company and identify future
opportunities and risks highlighted by the performance to date particularly around cash flows to
ensure that future liabilities can be met as and when they fall due;

o Ensured that all information to properly assess decision making is available to all members in
a timely fashion and that where appropriate external advisors have been engaged to provide
extra insight;

o Completed the recruitment of a Non-Executive Chair to add additional knowledge and skills to
the group;

» Revised the company risk management regime and introducing a risk appetite measure into
the business. The reporting of risks to the Board by the executive leadership team was reviewed
by the company internal auditors;

¢ Ensured sufficient resources were available to the company to maintain its ISO 9001, 18001
and 45001 status;

* Worked with local and national stakeholders to promote the company and the benefits the
operation brings to both the strategic and local road networks;

¢ Reviewed the resources available to the company and where appropriate strengthened these
through recruitment or consultant partnerships to enable the company access new markets
previously untapped. \



Midland Expressway Limited

Strategic report
for the year ended 31 December 2019 (continued)

COVID-19 Impact and Management

As a result of the COVID-19 pandemic, the Government instituted significant movement restrictions in
the UK from 24 March 2019. The movement restrictions implemented have had a material impact on
traffic volume, however at the time of signing these accounts, those restrictions have been eased
somewhat and there is some recovery in traffic volume albeit the outiook remains uncertain. During this
time, the business has remained fully operational without interruption. The directors instituted a number
of key measures to deal with the impact of the pandemic, including revised working procedures to
minimise employee and customer contact, and enhanced management control and communication
procedures.

Based upon the experience of the movement restrictions, the directors have analysed the traffic and
financial impact and modelled a range of future potential scenarios including a plausible worst-case
scenario. Mitigating actions have been implemented which comprise pausing all non-essential capital
expenditure work for the foreseeable future, participating in appropriate government-backed schemes
designed to assist UK business through the pandemic, controlling discretionary operating expenditure,
and reviewing options under existing debt facilities to draw down on additional liquidity resources.

The directors continue to monitor the impacts on traffic from the Government's response to the
pandemic. From the patterns of traffic volumes since the lock-down and the range of scenarios
developed the directors consider that the company will able to continue trading as a going concern.
Further details are disclosed within Note 3 of the financial statements.

This report was approved by order of the Board on 22 June 2020 and signed on its behalf by:

23 June 2020



Midland Expressway Limited

Directors' report ,
for the year ended 31 December 2019

The directors present their annual report and the audited financial statements of the company for the
year ended 31 December 2019.
Statement of directors’ responsibilities

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 102 “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 the financial statements, the directors are required to:

o select suitable accounting policies and then apply them consistently;

s state whether applicable United Kingdom Accounting Standards, comprising FRS 102, have been
followed, subject to any material departures disclosed and explained in the financial statements;

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

Disclosure of information to Auditors

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

+ sofar as the director is 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 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.

Future developments

Future developments have been discussed within the Strategic Repo}t.
Financial risk management

Financial risk management has been discussed within the Strategic Report.
Results and dividends

The loss for the financial year was £10,468k (2018: loss £8,192k). The directors have not recommended
a dividend (2018: £nil).



Midland Expressway Limited

Directors' report
for the year ended 31 December 2019 (continued)

Directors

The directors of the company during the year and up until the date of signing the financial statements,
unless otherwise stated, were:

A Cliffe

B Rosewell Appointed 2 January 2020

D Chintamaneni Resigned 20 March 2019 and appointed 6 January 2020

K Daley

M Mehta

D Symonds Appointed 20 March 2019 and resigned 18 May 2020

G Parcell

Directors’ indemnity insurance

As permitted by the Articles of Association, the directors have the benefit of an indemnity which is a
qualifying third-party indemnity provision as defined by Section 234 of the Companies Act 2006. The
indemnity was in force throughout the last financial year and is currently in force. The company also
purchased and maintained throughout the financial year Directors’ and Officers’ liability insurance in
respect of itself and its directors.

Charitable and political contributions

During the financial year ended 31 December 2019 the company made donations totalling £36k to help
charities and local community projects, including contributions to the Midlands Air Ambulance Service
and various local schools (2018: £42k).

There were no donations to political parties (2018: £nil).
Employees

The company is committed to employment policies which follow best practice, based on equal
opportunities for all employees, irrespective of sex, race, colour, disability or marital status. The
company gives full and fair consideration to applications for employment from disabled persons, having
regard to their particular aptitudes and abilities. Appropriate arrangements are made for the continued
employment and training, career development and promotion of disabled persons employed by the
company.

The company systematically provides employees with information on matters of concern to them,
consulting them or their representatives regularly, so that their views can be considered when making
decisions that are likely to affect their interests. Employee involvement in the company is encouraged
to ensure a common awareness on the part of all employees of the financial and economic factors
affecting the company.

Environmental policy

The company recognises that its activities impact on the environment to some degree and aims to
secure positive advantages and reduce negative impacts through a system of active environmental
monitoring and management, which will in many cases, contribute positively to its future performance.

The company aims to:

¢ comply with current and future legislative requirements, encourage best environmental practice and
commit to continual improvement;

o fulfil applicable landscape and ecological commitments;
s prevent pollution from activities;

o plan the contingency/emergency response for major incidents, with other environmental
stakeholders, to minimise environmental impact;



Midland Expressway Limited

Directors’ report
for the year ended 31 December 2019 (continued)

Environmental policy (continued)

e engender within staff and, as far as practicable, contractors, a culture of awareness and
responsibility for relevant environmental issues by promoting this policy internally;

+ develop, implement and audit an Environmental Management System (EMS) to support these aims;

¢ maintain certification to ISO 14001 “Environmental management systems” gained on 15 December
2006; and

+ promote its environmental-friendly credentials as widely as possible.
Health and safety

The company is committed to complying with applicable health and safety legislation and to continual
improvement in achieving a high standard of health, safety and welfare for its operating environments
and for all those in the organisation and others who may be affected by its activities.

The company achieved certification to the Occupational Health and Safety Standard OHSAS 18001 in
July 2005 and has signed up to a partnership agreement with Lichfield District Council on health and
safety.

Going concern

A full and detailed assessment of going concern has been carried out and considered by the directors.
As part of this process, detailed cash flow forecasts have been produced for a period of twelve months
from the date the financial statements were signed which reflect a range of plausible downside
scenarios in relation to the impact of the COVID-19 pandemic. Based on these forecasts, the company
is expected to be able to comply with its financial covenants for a period of at least twelve months from
the date of signing the financial statements.

The sensitivity of the forecasts to certain scenarios which could reasonably be expected to arise has
been considered. The company’s traffic and cash flow forecasts have been formulated prudently and
headroom for the next twelve months is considered sufficient under a range of downside trading
scenarios.

Based on the above, and the enquiries made by the directors, the financial results have been prepared
on a going concern basis, which assumes that group will be able to meet its liabilities as and when they
fall due for the foreseeable future. Further details are disclosed within Note 3 of the financial statements.

is report was approved by order of the Board on 22 June 2020 and signed on its behalf by:

-~

iffe
Director
23 June 2020



Independent auditors’ report to the members of Midland
Expressway Limited

Report on the financial statements
Opinion '
In our opinion, Midland Expressway Limited'’s financial statements:

» give a true and fair view of the state of the company's affairs as at 31 December 2019 and of
its loss for the year then ended;

» have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising FRS 102 “The
Financial Reporting Standard applicable in the UK and Republic of Ireland”, and applicable
law); and

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

We have audited the financial statements, included within the Annual Report and Financial
Statements (the “Annual Report”), which comprise: the statement of financial position as at 31
December 2019; the income statement, and the statement of changes in equity for the year then
ended; and the notes to the financial statements, which include a description of the significant
accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK} (“ISAs (UK)") and
applicable law. Our responsibilities under ISAs (UK) are further described in the Auditors’
responsibilities for the audit of the financial 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

We remained independent of the company in accordance with the ethical requirements that are relevant
to our audit of the financial statements in the UK, which includes the FRC's Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements.

Material uncertainty related to going concern

in forming our opinion on the company’s financial statements, which is not modified, we have
considered the adequacy of the disclosure made in note 3 to the financial statements concerning the
company's ability to continue as a going concern. The Directors have modelled plausible downside
impact scenarios on the potential effect of COVID-19 on the company and the Midland Motorways
Group Limited group of which it forms a part. Should the impact be significantly more prolonged and
pronounced than the Directors have modelled in their plausible downside scenario, as described in note
3, there is a possibility that the group may breach the financial covenants attached to the facility held
by the company that finances the group's operations. These conditions, along with the other matters
explained in note 3 to the financial statements, indicate the existence of a material uncertainty which
may cast significant doubt about the company’s ability to continue as a going concern. The financial
statements do not include the adjustments that would result if the company was unable to continue as
a going concern.



Independent auditors’ report to the members of Midland
Expressway Limited (continued)

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial
statements and 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.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our 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 misstatement of the financial statements or a
material misstatement of the other information. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required to report that fact. We
have nothing to report based on these responsibilities.

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

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

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 December 2019 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, 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 the directors either intend to liguidate the company or to
cease operations, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit if 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 ISAs (UK) will aiways detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

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

10



Independent auditors’ report to the members of Midland Motorways
Group Limited (continued)

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, accept or assume responsibility for any other purpose or to any other
person to whom this report is shown or into whose hands it may come save where expressly agreed by
our prior consent in writing.

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

we have not received all the information and explanations we require for our audit; or
adequate accounting 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

certain disclosures of directors' remuneration specified by law are not made; or

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

We have no exceptions to report arising from this responsibility.

S A

Neil Philpott (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Birmingham

2¢ Juopa 2020.
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Midland Expressway Limited

Income statement
for the year ended 31 December 2019

Note 2019 2018

£000 £'000

Turnover 5 89,471 90,984
Other operating income | 3,293 3,348
Total operating income 92,764 94,332
Staff costs 6 (5,809) (5.211)
Depreciation written off tangible fixed assets ) 6,10 (18,354) (18,219)
Other operating expenses (5,343) (4,897)
Operating profit 6 63,258 66,005
Interest receivable and similar income 8 99 68
Interest payable and similar expenses 8 (73,716) (74,265)
L.oss before taxation (10,359) (8,192)
Tax on Iosé 9 (109) -
Loss for the financial year (10,468) (8,192)

The above Income statement should be read in conjunction with the accompanying notes on pages 15

to 34.

All the above amounts relate to continuing operations.

The above results represent the company’s total comprehensive income in the financial year and
therefore no separate statement of comprehensive income has been presented.

12



Midland Expressway Limited

Statement of financial position
as at 31 December 2019

Note 2019 2018

£'000 £'000
Fixed assets
Tangible assets 10 550,904 564,083
Current assets
Debtors 1 1,666 1,976
Inventories ' 12 173 165
Cash at bank and in hand 13 4,013 3,981

5,852 6,122
Creditorg: amounts falling due within one year 14 (697,846) (697,027)
Net current liabilities (691,994) (690,905)
Total assets less current liabilities (141,090) (126,822)
Creditors: amounts falling due after more than one year 15 (130,300) (134,100)
Net liabilities . (271,390) (260,922)
Capital and reserves
Called up share capital 18 2,940 2,940
Share premium account 144,060 144,060
Accumulated Losses (418,390) (407,922)
Total shareholders’ deficit (271,390)  (260,922)

The above Statement of financial position should be read in conjunction with the accompanying notes
on pages 15 to 34.

The financial statements on pages 12 to 34 were approved by the Board of Directors on the date shown
below.

Sigfied on behalf of the Board of Directors by:
v

Cliffe
Director
23 June 2020

Registered number: 02309767
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Midland Expressway Limited

Statement of changes in equity
for the year ended 31 December 2019

Called up Share premium Accumulated Total
share capital account losses

£000 £000 £000 £000

At 1 January 2018 2,940 144,060 {399,730) (252,730)
Loss for the year - - (8,192) (8,192)
At 31 December 2018 2,940 144,060 (407,922) (260,922)
Loss for the year - - (10,468) (10,468)
At 31 December 2019 2,940 144,060 (418,390) {271,390)

14



Midland Expressway Limited

Notes to the financial statements
for the year ended 31 December 2019 (continued)

. Company information

Midiand Expressway Limited engaged in the financing and operation of the 27-mile M6toll motorway,
under a 53 year Concession Agreement with the Government running from 26 January 2001 and
expiring in 2054.

The company is a private company limited by shares and is incorporated in the United Kingdom.

The address of its registered office is Operations Centre, Express Way, Weeford, Lichfield, WS14 0PQ.

. Statement of compliance

The financial statements of Midland Expressway Limited have been prepared in compliance with United
Kingdom Accounting Standards, including Financial Reporting Standard 102, “The Financial Reporting
Standard applicable in the United Kingdom and the Republic of Ireland (“FRS 102") and the Companies
Act 2006, under the provision of the Large and Medium-sized Companies and Groups (Accounts and
Reports) Reguiations 2008 (S| 2008/410).

. Summary of significant accounting policies

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

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

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

Going concern

A full and detailed assessment of going concern has been carried out and considered by the directors.
As part of this process, detailed cash flow forecasts have been produced for a period of twelve months
from the date of the signing of the financial statements. Based on these forecasts, the company is not
expected to become reliant on funding from any external source or other group company (though, for
the avoidance of doubt, the existing intercompany loans between Midland Motorways Group Limited
and Midland Expressway Limited will remain in place) and is expected to have sufficient liquidity to
continue as a going concern.

The sensitivity of the forecasts to certain scenarios which could reasonably be expected to arise has
been considered, including the potential impact of Brexit during 2020 and the COVID-19 impact
assessment considered below. Midland Expressway Limited's traffic and cash flow forecasts have been
formulated prudently and headroom for the next twelve months is considered sufficient under a range
of downside trading scenarios.

Based on the above, and the enquiries made by the directors, the financial results have been prepared
on a going concern basis, which assumes that the company will be able to meet its liabilities as and
when they fall due for the foreseeable future.

15



Midland Expressway Limited

Notes to the financial statements
for the year ended 31 December 2019 (continued)

. Summary of significant accounting policies (continued)
COVID-19 Impact assessment

The recent outbreak of COVID-19 has clearly affected many parts of the UK economy including
transport operators and transport infrastructure providers such as M6toll; this has typically been
manifested in materially lower volumes as movement restrictions have been put into place to control
the spread of the virus.

On 17 March 2020, the UK Government urged social distancing and the commencement of work from
home where possible, with schools closed on the 20 March 2020 and the UK movement restriction
‘lockdown' implemented on the evening of the 23 March 2020. At the time of S|gn|ng the accounts, those
movement restrictions have begun to be eased somewhat.

Throughout that period and subsequently, the company has maintained relevant contact with its key
customers and implemented a range of measures to respond to the change in operational
circumstances. The health and safety of our colleagues and customers is of paramount importance and
we moved quickly to segregated teams and implemented appropriate social distancing within the
workforce and took the step to remove the handling of cash entirely within the business from the first
day of lockdown. Those steps have enabled the M6toll to remain fully and safely operational throughout
the period since the commencement of the COVID-19 pandemic.

The immediate experience is that traffic volume reductions on the M6toll, whilst significant, are not
significantly dissimilar to those on the wider strategic road network in the UK for similar journey types.
The extent to which the effects of COVID-19 will impact M6toll on an extended look forward basis is
uncertain, and we cannot fully exclude the possibility that the pandemic moves through a subsequent
wave of re-infection and requires Government intervention that restricts the opportunity for recovery
outlined in the modelled scenario. There is also the possibility, outside of the direct control measures
of the pandemic, that the effect upon macro-economic performance following the suppression of
economic activity is more severe than currently anticipated or indeed that the gradual remova! of
economic support measures delays economic recovery.

The directors have modelled a series of scenarios using these parameters including a plausible worst-
case scenario, which, based on experience from the imposition of movement restrictions, allows for a
potential reduction in demand in excess of one-third across the whole year compared to 2019. As these
factors are assessed, the Directors consider that there is a material uncertainty that may give rise to
significant doubt about the Group and company’s ability to continue as a going concern should the
impact be more prolonged and pronounced than currently reasonably expected.

We also note the opportunity:

. For a swifter removal of movement restrictions;

If. A swifter recovery in road traffic volumes as opposed to other forms of transport such as public
transport, where it is possible that ongoing social distancing measures reduce available
capacity,

lll.  For UK destinations to be more attractive as we move towards the holiday season offering the
potential for increased UK road use as an alternative to international travel;

IV.  To extend recent growth trials and products to attract new demand to use M6toll, particularly
for regional and inter-regional where the company’s market analysis indicates there is
significant opportunity for growth.
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Midland Expressway Limited

Notes to the financial statements
for the year ended 31 December 2019 (continued)

. Summary of significant accounting policies (continued)
COVID-19 Impact assessment (continued)

Based on the work carried out the Directors expect that the Group will be able to fulfil its financial
obligations and meet its look-forward covenants for at least the twelve month period from the d ate of
signing.

In the context of a strong liquidity position to withstand further reductions beyond those modelled, there
is also the possibility of seeking additional solutions such as seeking a waiver from the lenders of the
Debt Service Cover Ratio test attached to the financing facilities. Consequently, the directors continue
to believe that it is appropriate to prepare the company financial statements on a going concern basis.
The company financial statements do not include the adjustments that would result if the company were
unable to continue as a going concern.

Exemptions for qualifying entities under FRS102

FRS 102 allows a qualifying entity certain disclosure exemptions, subject to certain conditions, which
have been complied with, including the notification of, and no objection to, the use of exemptions by the
company'’s shareholders. The company has taken advantage of the following exemptions:

. The requirement under FRS 102 paragraph 4.12a (iv) to prepare a reconciliation of the
number of shares outstanding at the beginning and end of the financial period.

o Under FRS 102 paragraph 1.12(b), the exemption from preparing a statement of cash
flows, on the basis that it is a qualifying entity and its ultimate parent company as at 31
December 2019, Peregrine Motorways Limited, includes the company'’s cash flows in its
own consolidated financial statements.

. Under FRS 102 paragraph 33.1A, the exemption from disclosing retated party transactions
with other companies that are wholly owned by the parent company as at 31 December
2019, Peregrine Motorways Limited.

Revenue recognition

Turnover represents amounts received and receivable in respect of tolling revenues, exclusive of value
added tax. Revenue is recognised at the time the journey is completed.

Other operating income includes revenues received and receivable on the rental of the Motorway
Service Area. The rental is recognised in line with the turnover declared monthly by the Motorway
Service Area operator.

Employee benefits

The company provides a range of benefits to employees, including annual bonus arrangements, paid
holiday arrangements and defined contribution pension plans.

i Short term benefits

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

il. Defined contribution pension plans

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

Notes to the financial statements
for the year ended 31 December 2019 (continued)

. Summary of significant accounting policies (continued)

Employee benefits (continued)

fif.

Annual bonus plan

The company operates an annual bonus plan for employees. An expense is recognised in the
profit and loss account when the company has a legal or constructive obligation to make
payments under the plan as a result of past events and a reliable estimate of the obligation can
be made.

Taxation

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

Current or deferred taxation assets and liabilities are not discounted.

i.

ii.

Current tax

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

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

Deferred tax

Deferred tax arises from timing differences between taxable profits and total comprehensive
income as stated in the financial statements. These timing differences arise from the inclusion
of income and expenses in tax assessments in periods different from those in which they are
recognised in financial statements. Deferred tax is recognised on all timing differences at the
reporting date except for certain exceptions. Unrelieved tax losses and other deferred tax
assets are only recognised when it is probable that they will be recovered against the reversal
of deferred tax liabilities or other future taxable profits.

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

Notes to the financial statements
for the year ended 31 December 2019 (continued)

. Summary of significant accounting policies (continued)
Tangible fixed assets and depreciation

Tangible fixed assets are stated at historic purchase cost less accumulated depreciation. Cost
represents original purchase cost and in the case of the construction of the M6toll all expenses that are
directly attributable to bringing the road into final condition. Finance costs up to “Permit to Use” have
been capitalised in accordance with FRS102 section 25 "Borrowing costs”.

Depreciation of tangible fixed assets commenced at” Permit to Use” or date of acquisition and is
calculated to write off the cost of tangible fixed assets less their residual values over their expected
useful lives at the following rates.

Asset description Categorisation Estimated Depreciation rate
useful life
M6toll Road Infrastructure Mé6toll 50 yrs Vehicle usage over useful life
Roadbase Métoll 15 yrs Vehicle usage over useful life
Wearing Course Métoll 8-12yrs 8% -12.5%
Mé6toli Buildings and Motorway ~ M6toll /short 50 yrs 2%
Service Area leasehold land and
buildings
Masts and Columns Plant and 12 yrs 8%
machinery
Office Furniture and Fittings Plant and 10 yrs 10%
machinery
Signage Plant and 6yrs 17%
machinery
Vehicles and Maintenance Plant and Syrs 20%
Equipment machinery
IT Equipment Plant and 3yrs 33%
machinery
Toll Collection System Plant and 3yrs 33%
machinery
Land Fund Short leasehold 50 yrs 2%

land and buildings

The carrying value of these tangible fixed assets is assessed by the directors annually to determine
whether there has been any impairment to their value.

Borrowing costs

General and specific borrowing costs directly attributable to the acquisition, construction or production
of qualifying assets, which are assets that necessarily take a substantial period of time to get ready for
their intended use or sale, are added to the cost of those assets, until such time as the assets are
substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
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Notes to the financial statements
for the year ended 31 December 2019 (continued)

. Summary of significant accounting policies (continued)
Leased assets

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

i Finance leased assets

Leases of assets that transfer substantially all the risk and rewards incidental to 6wnership are
classified as finance leases.

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

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

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

ii. ~ Operating leased assets

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

Motorway Service Area

The costs of construction of the Motorway Service Area (MSA) at Norton Canes have been capitalised
and depreciated in line with assets of a similar nature.

The operation of the MSA is leased to RoadChef and the rental income receivable is included within
other operating income.

Inventories

Inventories are stated at the lower of cost and estimated selling price less costs to sell. Cost is
determined by the most recent purchase price.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term
highly liquid investments with original maturities of three months or less.

Provisions and contingencies

Provisions are recognised when: the company has a present legal or constructive obligation as a result
of past events; it is probable that an outflow of resources will be required to settle the obligation; and
the amount of the obligation can be estimated reliably.

In particular:
i Provision is not made for future operating losses

Provisions are measured at the present value of the expenditures expected to be required to
settle the obligation using a pre-tax rate that reflects current market assessments of the time
value of money and the risks specific to the obligation. The increase in the provision due to
passage of time is recognised as a finance cost.
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Notes to the financial statements
for the year ended 31 December 2019 (continued)

3. Summary of significant accounting policies (continued)

fi.

Contingencies

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

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

Financial instruments

The company has chosen to adopt the Sections 11 and 12 of FRS 102 in respect of financial
instruments.

i

fi.

Financial assets

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

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

Basic financial liabilities, including trade and other payables, bank loans, loans from feliow
group companies and preference shares, are initially recognised at transaction price, uniess
the arrangement constitutes a financing transaction, where the debt instrument is measured at
the present value of the future receipts discounted at a market rate of interest.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate
method.

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

Share capital

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

Related party transactions

The company has taken the exemption from disclosing related party transactions with other companies
that are wholly owned by the parent company as at 31 December 2019, Peregrine Motorways Limited,
under FRS 102 paragraph 33.1A.
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Notes to the financial statements
for the year ended 31 December 2019 (continued)

3. Summary of significant accounting policies (continued)
' Impairment of non-financial assets

At each balance sheet date non-financial assets not carried at fair value are assessed to determine
whether there is an indication that the asset may be impaired. If there is such an indication the
recoverable amount of the asset is compared to the carrying amount of the asset.

The recoverable amount of the asset is the higher of the fair value less costs to sell and value in use.
Value in use is defined as the present value of the future pre-tax and interest cash flows obtainable as
a result of the asset’s continued use. The pre-tax and interest cash flows are discounted using a pre-
tax discount rate that represents the current market risk free rate and the risks inherent in the asset.

If the recoverable amount of the asset is estimated to be lower than the carrying amount, the carrying
amount is reduced to its recoverable amount. An impairment loss is recognised in the income statement,
unless the asset has been revalued when the amount is recognised in other comprehensive income to
the extent of any previously recognised revaluation. Thereafter any excess is recognised in the income
statement.

If an impairment loss subsequently reverses, the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, but only to the extent that the revised carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been
recognised in prior periods. A reversal of an impairment loss is recognised in the income statement.

4. Significant estimation techniques
i Depreciation

Depreciation of M6toll infrastructure assets is calculated to amortise the cost of the assets using
a formula of actual vehicle usage for the period proportionate to the total forecast usage over
the remaining asset life. The forecast vehicle usage has been assessed by the directors using
information provided by independent third-party consultants and judgement based on past
experience and local market knowledge.

ii. Recognition of deferred tax assets

In order to consider whether any deferred tax asset should be recognised the directors assess
the recoverability of this asset against expected future profits. This assessment is based upon
traffic forecast information which has been provided by independent third-party consultants and
judgement based on past experience and local market knowledge.

jit. Carrying value of tangible fixed assets

In order to consider whether the carrying value of tangible fixed assets is supportable the
directors assess the expected future cash flows of these assets. This assessment is again
based upon traffic forecast information which has been provided by independent third-party
consultants and judgement based on past experience and local market knowledge. The cash
flows expected from these forecasts is then discounted at an appropriate rate to reflect the
present value of future cash flows. in order to determine a suitable discount rate, the directors
consider a number of factors including the weighted average cost of capital for the business.

5. Turnover

All of the company'’s turnover and operating results were derived from its activities based in the United
Kingdom. Ali turnover was derived from the same class of business.
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Notes to the financial statements
for the year ended 31 December 2019 (continued)

. Operating profit

2019 2018
Operating profit is stated after (crediting)/charging: £'000 £°000
Wages and salaries 5,211 4,715
Social security costs 476 414
Other pension costs 122 82
Staff costs 5,809 5,211
Other staff costs (including temporary and secondment fees) - 135
Depreciation of tangible fixed assets
- owned assets 15,790 15,655
- leased assets 2,564 2,564
Operating lease charges 146 69
Impairment of trade receivables 2 -
Fees payable to company's auditors
- Fees payable for the audit 68 64
- Fees payable for tax compliance services 41 46
- Fees payable for tax advisory services 1 -
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Notes to the financial statements

for the year ended 31 December 2019 (continued)
. Employees and directors

Employees

The average monthly number of employees (including executive directors) employed by the company
during the year was:

2019 2018
Number Number
By activity
Operations and maintenance 109 107
Administration and marketing 42 38
151 145
Directors
The directors' emoluments were as follows:
2019 2018
£'000 £'000
Aggregate emoluments including benefits in kind 510 344
Highest Paid Director
The highest paid director's emoluments were as follows:
2019 2018
£'000 £'000
Aggregate emoluments including benefits in kind 385 284

No directors (2018: one) were accruing retirement benefits under any pension scheme.

Two directors (2018: two) received remuneration from a subsidiary of IFM Investors Pty Ltd, which is
the advisor to the IFM Global Infrastructure Fund. The directors perform director duties for the company,
as well as their employment duties with IFM Investors. A further director is contracted by the IFM Global
Infrastructure Fund as a senior advisor, which includes representing the IFM Global infrastructure Fund
on the board of various toll roads. Consequently, allocating their compensation across all these duties
would mean any amounts allocated to their director duties for the company would be an immaterial
nominal amount. Accordingly, no separate remuneration has been disclosed. No recharge of this
remuneration is made to the company.

The company does not have any key management personal that require disclosure under FRS 102
paragraph 33.7.

The company maintains a defined contribution pension scheme, which is open to all employees.
Member funds for the defined contribution scheme are held in the People Pension Scheme, a master
trust administered by B&CE. The total cost recognised in operating profit for the year was £122k (2018:
£82k). No accrued or prepaid contributions have been included in the financial statements (2018: £nil).
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for the year ended 31 December 2019 (continued)

8. Interest payable and receivable

2019 2018
£'000 £'000
Interest payable and similar expenses:
Interest due on amounts owed to parent company 73,714 74,117
Bank facility fees . 148
Other interest 2 -
73,716 74,265
2019 2018
£000 £000
Interest receivable and similar income:
On bank deposits 99 68
9. Tax on loss
2019 - 2018
£000 £000
Analysis of the tax charge
Current tax:
UK Corporation tax - -
Adjustments in respect of prior periods 109 -
Group relief - -
Total current tax 109 -
Deferred tax - -
Tax on profit 109 -
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for the year ended 31 December 2019 (continued)

9. Tax on loss (continued)

Reconciliation of the total tax charge included in profit and loss

The tax assessed for the year is lower (2018: higher) than the standard rate of corporation tax in the
UK 19% (2018: 19%). Factors affecting the total tax charge for the year are as follows:

2019 2018
£'000 £000
Reconciliation of total tax charge
Loss before taxation (10,359) (8.192)
Loss before tax multiplied by standard rate of corporation tax in the (1,968) (1,556)
UK 19% (2018: 19%)
Effects of:
Short term timing differences on deferred tax asset not recognised 135 195
Permanent timing differences 2,299 2,319
Group relief (492) (999)
Expenses not deductible for tax purposes 1 19
Change iﬁ rate of corporation tax 15 22
Adjustments in respect of prior periods 109 -
Total tax charge for the year 109 -

The effective tax rate used for the year ended 31 December 2019 was 19% (2018 19%)
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10.Tangible assets

Short
leasehold
Plant and land and Mé
machinery  buildings toll Total
£000 £'000 £°000 £7000
Cost
At 1 January 2019 53,602 124,388 ' 664,705 842,695
Additions 1,728 - 3,448 5,176
Disposals (490) W) (17,639) (18,130)
At 31 December 2019 54,840 124,387 650,514 829,741
Accumulated depreciation
At 1 January 2019 45,410 35,388 197,814 278,612
Charge for the year 1,734 2,564 14,056 18,354
Disposals (490) - (17,639) (18,129)
At 31 December 2019 46,654 37,952 194,231 278,837
Net book value
At 31 December 2019 8,186 86,435 456,283 550,904
At 31 December 2018 8,192 89,000 466,891 564,083

No finance costs have been capitalised during the year (2018: £nil). Aggregate finance costs, after
depreciation, included in tangible fixed assets are £65,660k (2018: £67,779k).

The company has carried out an impairment review on the toll road at 31 December 2019. On the basis
of the review no adjustment to the carrying value of the toll road was considered necessary by the
directors.
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10.Tangible assets (continued)

1.

Short leasehold land and buildings comprise:

Motorway
Service
Land fund Area Total
£'000 £'000 £7000
Cost as at 1 January 2018 111,582 12,806 124,388
Aggregate depreciation , (31,534) (3,854) (35,388)
Net book amount as at 31 December 2018 80,048 8,952 89,000
Cost as at 1 January 2019 111,582 12,806 124,388
Disposals M - 4D
Aggregate depreciation (33,842) (4,110) (37,952)
Net book amount as at 31 December 2019 77,739 8,696 86,435

Assets_ held under finance lease

The Land fund asset represents the capital cost of land leased by Midland Expressway Limited from
Highways England. Lease payments are payable from 2010 until 2054 by Midland Expressway Limited.
£527k (2018: £528k) has been accrued to the Land Fund asset and corresponding liability for the
estimated outstanding land compensation claims yet to be paid or agreed by Highways England. The

net book value of the land fund is £77,739k (2018: £80,048k).

Debtors
Debtors due within one year:

2019 2018

£000 £'000

Trade debtors 1,486 1,442
Prepayments and accrued income 180 534
1,666 1,976

Trade debtors are stated after provisions for impairment of £14k (2018: £12k).
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for the year ended 31 December 2019 (continued)

12.Inventories

2019 2018
£'000 £'000
Inventories 173 165

There is no significant difference between the replacement cost of the inventory and its carrying amount.

inventories are stated after provisions for impairment of Nil (2018: Nil).

13.Cash at bank and in hand

2019 2018

£'000 £000

Bank and cash balances 4,013 3,981
-14.Creditors: amounts falling due within one year

2019 2018

£'000 £000

Trade creditors 533 825

Amounts owed to group undertakings 685,692 685,692

Taxation and social security 2,868 3,103

Obligations under finance leases 527 528

Accruals and deferred income 8,226 6,879

697,846 697,027
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14.Creditors: amounts falling due within one year (continued)

Amounts owed to group undertakings represent borrowings of £685,692k (2018: £685,692k). The loan
is unsecured and bears a fixed interest rate of 9% pa. The loan facility covers a period from 24 August
2006 until the earlier of (i) 25 January 2054 or (ji) the termination of the Concession Agreement. The
terms of the agreement state that the loan is repayable on demand and as such it has been classified
within creditors: amounts falling due within one year as required by FRS 102 section 11 “Basic financial
instruments”. However, the directors of Midland Motorways Group Limited have confirmed that they will
not recall the loan within twelve months of signing the financial statements to the extent that it would
impact upon the going concern status of Midland Expressway Limited.

The company is party to financing arrangements entered into by Midland Motorways Group Limited with
its lenders. The facilities are due for repayment between December 2042 and 2050.

The company has guaranteed all of Midland Motorways Group Limited's obligations under the finance
documents designated by the facilities agreement and has provided security in favour of the lender, by
way of a debenture created 1 June 2017. The debenture is subject to the terms of a security trust and
intercreditor deed between amongst others the company, Midland Motorways Group Limited and BNY
Mellon acting as the security trustee for the benefit of the secured creditors. The debenture grants fixed
and floating charges over all of the company's assets in favour of the security trustee as security for the
payment of all liabilities.

The Land fund liability has been valued by Highways England as at 31 December 2019 at £527k (2018:
£528k) and represents an estimate for outstanding land compensation claims yet to be paid or agreed
by Highways England.

15.Creditors: amounts falling due after more than one year

2019 2018
£'000 £'000
Amounts owed to group undertakings 130,300 134,100

Amounts owed to group undertakings represents a loan advance to the company by Midland Motorways
Group Limited. The loan is unsecured and bears a fixed interest rate of 9%. The loan facility covers a
period from 1 June 2017 until the earlier of (i) 25 January 2054 or (ii) the termination of the Concession
Agreement.
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16.Financial instruments

2019 2018
Note £'000 £7000
Financial assets measured at amortised cost
Trade receivables 11 1,486 1,442
1,486 1,442
2019 2018
Note £'000 £'000
Financial liabilities measured at amortised cost
Trade creditors 14 533 825
Accruals 14 7,547 6,267
Amounts owed to group undertaking§ due in less than one 14 685,692 685,692
year
Amounts owed to group undertakings due in after more than 15 130,300 134,100
one year
Finance leases 14 527 528
824,599 827,412
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17.Deferred taxation

At the year end the company has no potential liability to deferred taxation.

A deferred tax asset of £60,472k (2018: £60,232k) has not been recognised as currently there is
insufficient evidence that any asset would be recoverable. The deferred tax asset would be recoverable
when the company makes sufficient profits to utilise the losses brought forward. The asset consists of:

2019 2018

Provided Unrecognised Provided Unrecognised

£'000 £'000 £'000 £°000

Accelerated capital allowances (4,686) - (4,576) -
Capitalised interest (17,249) - - -
Short term timing differences - - (17,601) -
Losses ‘ 21,935 60,472 22,177 60,232
- 60,472 - 60,232

Changes to the UK corporation tax rates were substantively enacted as part of Finance Bill 2015 (on
26 October 2015) and Finance Bill 2016 (on 7 September 2016). These inciude reductions to the main
rate to reduce the rate to 19% from 1 April 2017 and to 17% from 1 April 2020. Deferred taxes at the
balance sheet date have been measured using these enacted tax rates and are reflected in these
financial statements.

It was announced in the Budget on 11 March 2020 that the reduction to 17% would no longer take effect
from 1 April 2020. This change was not substantively enacted at the balance sheet date and therefore
no adjustment has been made to the deferred taxation balances as at 31 December 2019. The impact
of this change is not considered to be material.

18.Called up share capital

2019 2018
£'000 £'000
Authorised:
3,000,000 (2018: 3,000,000) ordinary shares of £1 each 3,000 3,000
Allotted and fully paid:
2,940,000 (2018: 2,940,000) ordinary shares of £1 each 2,940 2,940
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19.Operating lease commitments

At 31 December 2019 the company had total commitments under non-cancellable operating leases for
assets other than land and buildings expiring as follows:

2019 2018

£000 £000

Not later than one year 106 80
Later than one year and not later than five years 137 155
More than five years 13 45
256 280

20.Related party transactions

21.

As 100% of the voting rights of the company are controlled by Peregrine Motorways Limited group as
at the year end, the company is exempt from the requirement under FRS 102 paragraph 33.1A from
disclosing transactions with entities that are part of this group, qualifying as related parties.

The only related party transactions requiring disclosure during the year are as shown below.
Other fees payable

During the year the company paid £18k (2018: £14k) to Kleinwort Hambros in relation to the
management fees of Peregrine Holding Company Limited (PHCL), the holder of the special share in
Peregrine Motorways Limited, the ultimate parent company. A further £21k (2018: £13k) was paid to
Kleinwort Hambros in relation to management fees and out of pocket expenses for services provided
to Peregrine M6toll Road Trust, the parent of PHCL.

Uitimate parent undertaking and controlling party

The immediate parent undertaking is Midland Motorways Group Limited, a company incorporated in the
United Kingdom.

The ultimate controlling party at the year-end was The Peregrine M6 Toll Road Trust which acted at the
direction of the majority lenders of Peregrine Motorways Limited. Following the repayment of the lenders
on 19 March 2020 and 19 May 2020 the ultimate controlling party became IFM Global Infrastructure
Fund.

The smallest group of undertakings to consolidate these financial statements is Midland Motorways
Group Limited and largest group of undertakings to consolidate these financial statements is
Peregrine Motorways Limited. Peregrine Motorways Limited is controlled by IFM Global infrastructure
Fund, a fund advised by IFM Investors Pty Ltd. Copies of Peregrine Motorways Limited'’s financial
statements can be obtained from Operations Centre, Express Way, Weeford, Lichfield, WS14 OPQ.
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22.Contingent liabilities

As part of the debt refinancing of the M6toll in August 20086, the group acceded to a formal obligation
with the Secretary of State to contribute up to a maximum of £70,000k (indexed according to the Road
and Construction Tender Index from May 2006) towards a road enhancement project which would
provide a motorway to motorway link between the M54 to the M6toll and to meet the costs of maintaining
this link thereafter. On 27 September 2018, Highways England announced its preferred route alignment
for a north-bound extension of the M54 which does not involve a motorway to motorway link to Métoll.
Based on the current proposals, the route chosen does not meet the criteria for a contribution by the
group. The scheme will continue to be monitored and should the detailed design change such that it is
considered a qualifying scheme the accounting treatment will be updated accordingly.
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