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Directors’ responsibilities for 
the financial statements
The Directors are responsible for preparing the Annual Report 
and 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 Group financial statements in accordance with 
International Financial Reporting Standards (IFRS) as adopted 
by the European Union and Company financial statements in 
accordance with United Kingdom Generally Accepted Accounting 
Practice (United Kingdom Accounting Standards 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 Group and the 
Company, as at the end of the financial year and of the profit or 
loss of the Group for that period. 

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

▪▪ select suitable accounting policies and then apply them 
consistently

▪▪ make judgements and accounting estimates that are reasonable 
and prudent

▪▪ state, for the Group financial statements, whether they have 
been prepared in accordance with IFRS as adopted by the 
European Union subject to any material departures disclosed 
and explained in the financial statements

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

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

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

All of the current Directors have taken all the steps that they 
ought to have taken to make themselves aware of any information 
needed by the Company’s auditors for the purpose of their audit 
and to establish that the auditors are aware of that information. 
The Directors are not aware of any relevant audit information of 
which the auditors are unaware. 

Financial statements are published on the Company’s website 
in accordance with legislation in the United Kingdom governing 
the preparation and dissemination of financial statements, which 
may vary from legislation in other jurisdictions. The maintenance 
and integrity of the Company’s website is the responsibility of 
the Directors. The Directors’ responsibility also extends to the 
ongoing integrity of the financial statements contained therein.

By order of the Board

Wayne A Robertson  
Company Secretary  
Amey UK plc  
30 March 2011
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Independent auditors’ report to the members of 
Amey UK plc

We have audited the financial statements of Amey UK plc for the 
year ended 31 December 2010 which comprise the Group income 
statement, the Group statement of comprehensive income, the Group 
and Company balance sheets, the Group statement of changes in 
equity, the Group statement of cash flows and the related notes. The 
financial reporting framework that has been applied in the preparation 
of the Group financial statements is applicable law and International 
Financial Reporting Standards (IFRSs) as adopted by the European 
Union. The financial reporting framework that has been applied in 
the preparation of the Company financial statements is applicable 
law and United Kingdom Accounting Standards (United Kingdom 
Generally Accepted Accounting Practice).

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

Respective responsibilities of Directors 
and auditors 

As explained more fully in the statement of Directors’ responsibilities, 
the Directors are responsible for the preparation of the financial 
statements and for being satisfied that they give a true and fair view. 
Our responsibility is to audit and express an opinion on the financial 
statements in accordance with applicable law and International 
Standards on Auditing (UK and Ireland). Those standards require 
us to comply with the Auditing Practices Board’s (APB’s) Ethical 
Standards for Auditors.

Scope of the audit of the financial 
statements

A description of the scope of an audit of financial statements is provided 
on the APB’s website at www.frc.org.uk/apb/scope/private.cfm.

Opinion on financial statements

In our opinion: 

▪▪ the financial statements give a true and fair view of the state of 
the Group’s and the Company’s affairs as at 31 December 2010 
and of the Group’s profit for the year then ended;

▪▪ the Group financial statements have been properly prepared in 
accordance with IFRSs as adopted by the European Union;

▪▪ the Company’s financial statements have been properly prepared in 
accordance with United Kingdom Generally Accepted Accounting 
Practice; and

▪▪ the financial statements have been prepared in accordance with 
the requirements of the Companies Act 2006.

Opinion on other matters prescribed by 
the Companies Act 2006 

In our opinion the information given in the Directors’ report for the 
financial year for which the financial statements are prepared is 
consistent with the financial statements.

Matters on which we are required to report 
by exception 

We have nothing to report in respect of the following matters where 
the Companies Act 2006 requires us to report to you if, in our opinion:

▪▪ adequate accounting records have not been kept by the Parent 
Company, or returns adequate for our audit have not been received 
from branches not visited by us; or

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

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

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

Douglas Lowson  
(senior statutory auditor) 

For and on behalf of BDO LLP, statutory auditor
55 Baker Street, London
United Kingdom

31 March 2011

BDO LLP is a limited liability partnership registered in England and 
Wales (registered number OC305127).
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Group income statement for the year ended  
31 December 2010

Note 2010 2009

£’000 £’000

Continuing operations

Total revenue 1,012,820 1,025,447

Less: share of revenue of joint ventures (77,580) (122,043)

Group revenue 2 935,240 903,404

Cost of sales (771,119) (777,997)

Gross profit 164,121 125,407

Other operating income 2 - 11,368

Administration expenses (84,406) (74,106)

Share of profit after tax of joint ventures 4,152 7,446

Profit on part disposal of joint venture undertaking 4 1,658 -

Profit on part disposal of subsidiary undertaking 4 - 4,174

Operating profit 4 85,525 74,289

Finance income 46,468 44,486

Finance costs (44,792) (49,507)

Net finance income (costs)	 7 1,676 (5,021)

Profit before tax from continuing operations 2 87,201 69,268

Tax 8 (23,531) (8,354)

Profit after tax for the year from continuing operations 63,670 60,914

Discontinued operations

Profit after tax for the year from discontinued operations 3 19,175 33,681

Profit after tax for the year 82,845 94,595

Attributable to:

Equity holders of the Company 82,294 94,234

Minority interests 551 361

82,845 94,595

The notes on pages 33 to 68 form part of these Group financial statements.
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Group statement of comprehensive income

Group statement of comprehensive income for the year 
ended 31 December 2010

Note 2010 2009

£’000 £’000

Profit after tax for the year from continuing operations 63,670 60,914

Other comprehensive income (expense)

Actuarial losses and adjustments on pension schemes 18 (7,778) (58,044)

Derivatives transferred from equity - 7,838

Derivatives reclassified to income statement on part disposal of subsidiary 
undertaking - 5,225

Deferred tax thereon 307 12,594

Share of joint ventures’ other comprehensive income (expense)

	 - actuarial losses and adjustments on pension schemes - (121)

	 - derivatives transferred from equity (12,861) 13,139

	 - derivatives reclassified to income statement on part disposal of joint  
	    venture investments 4,288 11,522

	 - deferred tax thereon 2,399 (6,871)

Other comprehensive expense for the year, net of tax, from continuing 
operations (13,645) (14,718)

Total comprehensive income for the year from continuing operations 50,025 46,196

Total comprehensive income for the year from discontinued operations 3 8,135 5,073

Total comprehensive income for the year 58,160 51,269

Attributable to:

Equity holders of the Company 57,609 50,908

Minority interests 551 361

58,160 51,269

The notes on pages 33 to 68 form part of these Group financial statements.
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Group balance sheet as at 31 December 2010

Company number 04736639 Note 2010 2009

£’000 £’000

Non-current assets

Goodwill on acquisition of subsidiary undertakings 9 364,633 364,633

Other intangible assets 9 42,905 74,522

Property, plant and equipment 10 29,188 31,218

Investments in joint ventures 11 16,549 180,386

Deferred tax assets 8 22,017 43,544

Trade and other receivables 13 121,901 118,468

597,193 812,771

Current assets

Inventories 14 7,030 7,232

Trade and other receivables 13 202,569 245,115

Current tax assets 8,613 6,929

Cash and cash equivalents 15 23,901 18,763

242,113 278,039

Total assets 839,306 1,090,810

Current liabilities

Trade and other payables 16 (343,049) (292,391)

Current tax liabilities - (13,718)

Borrowings 	 - obligations under finance leases 17 (1,396) (984)

(344,445) (307,093)

Non-current liabilities

Trade and other payables 16 (3,786) (149,693)

Deferred tax liabilities 8 (16,154) (5,834)

Retirement benefit obligations 18 (63,786) (143,550)

Provisions 19 (7,704) (7,198)

Borrowings 	 - bank loans and overdrafts 17 (29,356) (63,040)

			   - obligations under finance leases 17 (6,531) (4,794)

(127,317) (374,109)

Total liabilities (471,762) (681,202)

Net assets 367,544 409,608

Capital and reserves

Share capital 20 3,677 3,677

Share premium 153,134 153,134

Other reserve 61,887 61,887

Hedge reserve (17,132) (10,958)

Retained earnings 165,227 201,444

Equity attributable to equity holders of the Company 366,793 409,184

Minority interests 751 424

Total equity 367,544 409,608

The notes on pages 33 to 68 form part of these Group financial statements. The financial statements on pages 28 to 68 were approved 
and authorised for issue by the Board of Directors on 30 March 2011 and signed on its behalf by:

Mel Ewell 
Director 
30 March 2011
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Group statement of changes in equity for the year ended 
31 December 2010

Share 
capital

Share 
premium 
account

Other 
reserve

Hedge 
reserve

Retained 
earnings

Minority 
interests

Total  
equity

£’000 £’000 £’000 £’000 £’000 £’000 £’000

At 1 January 2009 3,677 153,134 61,887 (38,118) 197,696 63 378,339

Profit after tax for the year - - - - 94,234 361 94,595

Other comprehensive income (expense) - - - 27,160 (70,486) - (43,326)

Dividends paid - - - - (20,000) - (20,000)

At 31 December 2009 3,677 153,134 61,887 (10,958) 201,444 424 409,608

Profit after tax for the year - - - - 82,294 551 82,845

Other comprehensive expense - - - (6,174) (18,511) - (24,685)

Dividends paid - - - - (100,000) (224) (100,224)

At 31 December 2010 3,677 153,134 61,887 (17,132) 165,227 751 367,544

The notes on pages 33 to 68 form part of these Group financial statements.
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Group cash flow statement for the year ended  
31 December 2010

Note 2010 2009

£’000 £’000

Operating activities

Cash flows generated from operating activities, of which £nil (2009: £nil) relates 
to discontinued operations 21 57,708 24,510

Interest paid (11,631) (19,932)

Income taxes (paid) repaid (8,123) 5,263

	  37,954 9,841

Cash flows from investing activities

Purchase of property, plant and equipment and other intangible assets (7,143) (12,879)

Disposal of property, plant and equipment 741 834

Disposal of joint venture undertakings, of which £206.4 million (2009: £nil) relates 
to discontinued operations 207,816 15,779

Acquisition of equity in and net loan advances to joint ventures (16,607) (58)

Dividends received from joint ventures 2,626 6,465

Investment in PFI/PPP financial assets - (58,785)

187,433 (48,644)

Cash flows from financing activities

Proceeds from new loans - 116,478

Repayment of bank loans (33,684) (94,764)

Repayment of intercompany loans from Landmille Limited (99,930) -

Net finance lease inceptions 2,149 5,566

Interest received, of which £4.8 million (2009: £9.6 million) relates 
to discontinued operations 11,440 14,713

Dividends paid to parent undertaking (100,000) (20,000)

Dividends paid to a minority interest in a subsidiary undertaking (224) -

(220,249) 21,993

Net increase (decrease) in cash and cash equivalents 5,138 (16,810)

Cash and cash equivalents at 1 January 18,763 35,573

Cash and cash equivalents at 31 December 15 23,901 18,763

The notes on pages 33 to 68 form part of these Group financial statements.
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Notes forming part of the Group financial statements 
for the year ended 31 December 2010

1.	 Accounting policies

Basis of preparation

The financial statements have been prepared in accordance with 
International Financial Reporting Standards (IFRS), as adopted by the 
European Union (EU). The Group has applied all accounting standards 
and interpretations issued by the International Accounting Standards 
Board and International Financial Reporting Interpretations Committee 
(IFRIC), as adopted by the EU, relevant to its operations and effective 
for accounting periods beginning 1 January 2010.

The new or revised standards or interpretations that are effective for 
accounting periods commencing on or after 1 January 2010 and that 
are applicable to the Group are as follows. The adoption of these 
standards does not lead to any changes in the Group’s accounting 
policies and have no material impact on the financial statements.

▪▪ IFRS 2 (amended): Share based payments – group cash-settled 
share-based payment transactions

▪▪ IFRS 3 (revised): Business combinations
▪▪ IAS 27 (revised): Consolidated and separate financial statements
▪▪ IAS 39 (amended): Financial instruments: recognition and 

measurement on eligible hedged items
▪▪ IFRIC 15: Arrangements for construction of real estate
▪▪ IFRIC 16: Hedges of a net investment in a foreign operation
▪▪ IFRIC 17: Distributions on non-cash assets to owners
▪▪ IFRIC 18: Transfers of assets from customers
▪▪ Annual improvements 2008
▪▪ Annual improvements 2009

The following new or revised standards or interpretations that are 
effective for accounting periods commencing on or after 1 January 
2011 and that are applicable to the Group but which have not been 
adopted early are as follows. The Directors anticipate that the adoption 
of these standards and interpretations will have no material impact 
on the financial statements.

▪▪ IFRS 7 (amended): Disclosures on transfers of financial assets
▪▪ IFRS 9: Financial instruments: classification of financial assets 

and financial liabilities
▪▪ IAS 12 (amended): Deferred tax accounting for investment properties
▪▪ IAS 24 (revised): Related party transactions
▪▪ IAS 32 (amended): Financial instruments: presentation on 

classification of rights issues
▪▪ IFRIC 14: Pre-payments of a minimum funding requirement
▪▪ IFRIC 19: Extinguishing financial liabilities with equity instruments
▪▪ Annual improvements 2010

The preparation of the Group financial statements requires management 
to make judgements, estimates and assumptions that affect the 
application of policies and reported amounts of assets and liabilities, 
and income and expenses. The estimates and associated assumptions 
are based on historical experience and various other factors that are 
believed to be reasonable under the circumstances, the results of 
which form the basis of making judgements about carrying values of 
assets and liabilities that are not readily apparent from other sources. 
Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an on-
going basis. Revisions to accounting estimates are recognised in 
the period in which the estimate is revised if the revision affects only 
that period or in the period of the revision and future periods if the 
revision affects both current and future periods.

Some of these policies require a high level of judgement, and the 
Group believes that the most critical accounting policies and significant 
areas of judgement and estimation arise from the accounting for 
defined benefit pension schemes under IAS 19 (Employee Benefits) 
and for long-term contracts under IAS 11 (Construction Contracts). 

Defined benefit pension schemes are accounted for in accordance 
with the advice of independent qualified actuaries, but significant 
judgements are required in relation to the assumptions for future salary 
and pension increases, inflation, investment returns and member 
longevity that underpin their valuations.

A significant amount of the Group’s activities are undertaken via long-
term contracts. These contracts are accounted for in accordance 
with IAS 11 which requires estimates to be made for the contract 
costs and revenue.

Management base their judgement of contract costs and revenue 
on the latest available information, which includes detailed contract 
valuations. In many cases the results reflect the expected outcome 
of long-term contractual obligations which span more than one 
reporting period. Contract costs and revenue are affected by a variety 
of uncertainties that depend on the outcome of future events and 
often need to be revised as events unfold and uncertainties are 
resolved. The estimates are updated regularly and significant changes 
are highlighted through established internal review procedures. The 
impact of the changes in accounting estimates is then reflected in 
the outgoing results.

Basis of consolidation

The Group financial statements include the financial statements of 
Amey UK plc and its subsidiary undertakings and exclude all intra-
group transactions. The results of subsidiary undertakings acquired 
during the year are consolidated from the date on which control in 
the subsidiary undertaking passes to the Group. Acquisitions of 
subsidiary undertakings are dealt with by the acquisition method of 
accounting. The results and cash flows of subsidiary undertakings 
which have been disposed of are consolidated up to the date of 
sale. The profit attributable to members of the Company is stated 
after deducting the proportion attributable to minority shareholders.

Joint ventures where the Group 
exercises joint control 

In accordance with IAS 31 (Interests in Joint Ventures), joint ventures 
are included in the financial statements under the equity method 
of accounting. The results of stakes in joint ventures acquired are 
included from the date on which the Group acquires joint control in 
the joint venture, or until the date on which the Group disposes of 
its joint control in the joint venture.
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1.	 Accounting policies (continued)

The results, assets and liabilities of joint ventures are stated in 
accordance with Group accounting policies. Where joint ventures 
do not adopt Group accounting policies, their reported results and 
assets and liabilities are restated to comply with Group accounting 
policies. Where joint ventures do not adopt accounting periods that are 
coterminous with the Group’s, their results and net assets are based 
on interim financial statements drawn up to the Group’s accounting 
reference date.

Jointly controlled operations

Where the Group executes contracts through jointly controlled 
operations, the Group accounts for its share of the results, assets, 
liabilities and cash flows using the proportional consolidation method.

Intangible fixed assets

Goodwill, being the excess of the fair value of the purchase 
consideration over the fair value of the identifiable net assets of a 
subsidiary undertaking, is capitalised in the year of acquisition and 
is subject to an annual impairment test.

Other acquired intangible fixed assets are included in the balance 
sheet at cost and amortised over their useful economic finite lives on 
a straight line basis. Such amortisation is included in cost of sales 
in the income statement. 

Revenue

The Group has entered into a number of long-term contracts. Revenue 
from long-term project contract activities represents the fair value 
of work done during the year calculated by reference to total sales 
value and the stage of completion of these contracts including the 
movement in work in progress during the year. Estimates are included 
in respect of amounts not invoiced at the balance sheet date.

PFI/PPP revenue is accounted for using the financial asset model, 
where it has been determined that the Group has an unconditional right 
to receive cash for the construction or upgrade service. Revenue is 
determined by the fair value of consideration received or receivable in 
respect of goods and services provided in the same way as other long-
term contracts. Revenue is adjusted for the expected payment date 
at the time of providing the services in accordance with the principles 
of IAS 39 (Financial Instruments: Recognition and Measurement). 
The amounts recoverable from the capital enhancement element of 
PFI/PPP contracts are shown separately on the face of the balance 
sheet as PFI/PPP financial assets.

Revenue from other contract activities represents fee income receivable 
in respect of services provided during the year. Estimates are included 
of amounts not yet invoiced. The Group manages customer expenditure 
and charges customers for goods purchased from suppliers and 
services performed by contractors. These amounts are included in 
revenue and cost of sales when the Group is acting as a principal, but 
where the Group is acting as an agent, transactions are recognised 
on a net basis.

The Group defers fees receivable in connection with PFI/PPP projects 
and similar activities on financial close. Such fees are deferred and 
brought into revenue and profit over the period in which the project 
achieves stable operating conditions. This is normally taken to be 

the period over which the principal assets are delivered under the 
PFI/PPP project agreements, where relevant.

The Group defers other fees receivable and brings these fees into 
revenue in line with the degree of completion of the service delivery.

All revenue excludes Value Added Tax.

Property, plant and equipment

The cost of property, plant and equipment is determined in accordance 
with IAS 16 (Property, Plant and Equipment) and includes only those 
costs that are directly attributable to bringing the asset into working 
condition for its intended use. 

Depreciation is provided on all property, plant and equipment, other 
than freehold land, at rates calculated to write off the cost of each 
asset, less its estimated residual value, evenly over its expected 
useful life, as follows:

Buildings				    2% to 2.5% per annum 
Plant, machinery and vehicles		 5% to 33% per annum 
Leasehold improvements		  remaining lease period

The Group reviews the carrying value of property, plant and equipment 
in the light of developments in its business and makes provision for 
any impairment in value as the need arises.

Finance costs have not been capitalised as the Group does not have 
any qualifying assets that necessarily take a substantial period of 
time to get ready for their intended use or sale. 

Inventories

Inventories are stated at the lower of cost and net realisable value.

Amounts recoverable on contracts

Amounts recoverable on contracts represent the excess of work done 
including attributable profit over cumulative payments on account 
received. Payments on account in excess of work done are included 
within creditors.

Pre-contract and certain other 
costs arising on contracts

The Group expenses all pre-contract costs and other costs where 
recovery is not specifically provided for in accordance with the contract 
terms. The Group recognises bid costs on the balance sheet where 
it is probable that a contract will be obtained, the contract outcome 
can be reliably measured and the contract is expected to result in 
future net cash inflows with a present value greater than the amount 
recognised as an asset and where recovery is specifically provided 
for in accordance with the contract terms. For PFI/PPP contracts, 
recovery is deemed probable on the award of preferred bidder status. 
Costs, which have been expensed, are not subsequently reinstated 
when a contract award is achieved. 
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Deferred tax

Deferred tax is recognised on all temporary differences where the 
transaction or events that give rise to an obligation to pay more tax 
in the future, or a right to pay less tax in the future, have occurred by 
the balance sheet date. However, the deferred tax is not accounted 
for if it arises from the initial recognition of an asset or liability in a 
transaction other than a business combination that at the time of the 
transaction affects neither the accounting nor taxable profit or loss. 
Deferred tax assets are recognised when it is more likely than not 
that they will be recovered in the foreseeable future. Deferred tax is 
measured using rates of tax that have been enacted or substantively 
enacted by the balance sheet date.

Leasing and hire purchase contracts

Assets held under finance leases and hire purchase contracts are 
included in property, plant and equipment and are depreciated over 
the shorter of the contract term or their useful life. The net obligation 
relating to finance leases and hire purchase contracts is included as a 
liability. The interest element of leasing payments represents a constant 
proportion of the capital balance outstanding and is charged to the 
income statement over the period of the lease. Costs in respect of 
operating leases are charged to the income statement on a straight 
line basis over the lease period.

Foreign currency

Transactions entered into by Group entities in a currency other than the 
currency of the primary economic environment in which they operate 
(their ‘functional currency’) are recorded at the rates ruling when the 
transactions occur. Foreign currency monetary assets and liabilities 
are translated at the rates ruling at the balance sheet date. Exchange 
differences arising on the retranslation of unsettled monetary assets 
and liabilities are recognised immediately in the income statement. 

Pension costs – defined benefit schemes

The Group accounts for pension costs in accordance with IAS 19 
(Employee Benefits).

Pension scheme assets are measured using market values. Pension 
scheme liabilities are measured using the projected unit actuarial 
method and are discounted at the current rate of return that the 
Directors consider would be available on a high quality corporate 
bond of equivalent term and currency to the liability. The increase 
in the present value of the liabilities of the Group’s defined benefit 
pension schemes expected to arise from employee service in the 
period is charged to operating profit. The expected return on the 
scheme assets is included in finance income, and the increase during 
the year in the present value of the scheme liabilities arising from the 
passage of time is included in finance costs. The Group recognises 
actuarial gains and losses directly in other comprehensive income 
and these are therefore shown in the statement of comprehensive 
income (SOCI).

Pension scheme deficits or surpluses, to the extent that they are 
considered recoverable, are recognised in full and presented on the 
face of the balance sheet.

Pension costs – defined contribution schemes

The amount recognised in the income statement is equal to the 
contributions payable to the schemes during the year. 

Financial assets

The Group classifies its financial assets into one of the following 
categories, depending on the nature of the asset that was acquired. 
Other than financial assets in a qualifying hedging relationship, the 
Group’s accounting policy for each category is as follows:

(a)	 Financial assets – loans and receivables. These assets are non-
derivative financial assets with fixed or determinable payments that 
are not quoted in an active market. They arise principally through the 
provision of goods and services to customers (trade receivables) under 
PFI/PPP contracts but also incorporate other types of contractual 
monetary asset. They are carried at cost less any provision for 
impairment. For PFI/PPP contracts, cost is determined by the fair 
value of goods and services as adjusted for the expected payment 
date at the time of providing the services.

(b)	 Financial assets – fair value through the income statement. This 
category comprises only in-the-money derivatives. They are carried 
in the balance sheet at fair value with changes in fair value recognised 
in the income statement. 

(c)	 Financial assets – available-for-sale. Non-derivative financial assets 
not included in the above categories are classified as available-for-sale. 
They are carried at fair value with changes in fair value recognised 
directly in other comprehensive income. Where a decline in the fair 
value of an available-for-sale financial asset constitutes objective 
evidence of impairment, the amount of the loss is removed from 
equity and recognised in the income statement.

Financial liabilities

The Group classifies its financial liabilities into one of two categories, 
depending on the nature of the liability that was acquired. Other than 
financial liabilities in a qualifying hedging relationship, the Group’s 
accounting policy for each category is as follows:

(a)	 Financial liabilities – fair value through the income statement. 
This category comprises only out-of-the-money derivatives. They are 
carried in the balance sheet at fair value with changes in fair value 
recognised in the income statement. 

(b)	 Financial liabilities – other financial liabilities. Trade payables and 
other payables are recognised at amortised cost. Bank borrowings are 
recognised at the amount advanced net of any transaction costs. Such 
interest bearing liabilities are subsequently measured at amortised cost 
using the EIR method. Finance costs calculated in accordance with 
this policy are recognised in finance costs in the income statement. 
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1.	 Accounting policies (continued)

Hedge accounting

Hedge accounting is applied to financial assets and liabilities only 
where all of the following criteria are met:

▪▪ at the inception of the hedge, there is formal designation and 
documentation of the hedging relationship and of the Group’s risk 
management objective and strategy for undertaking the hedge 

▪▪ for cash flow hedges, the hedged item in a forecast transaction 
is highly probable and presents an exposure to variations in cash 
flows that could ultimately affect income or expense 

▪▪ the cumulative change in the fair value of the hedging instruments is 
expected to be between 80% and 125% of the cumulative change 
in the fair value or cash flows of the hedged item attributable to 
the risk hedged, i.e. it is expected to be highly effective

▪▪ the effectiveness of the hedge can be reliably measured

▪▪ the hedge is assessed on a regular basis and remains highly effective

The Group does not hold or issue derivative instruments for speculative 
purposes, although derivatives not meeting the above criteria are 
designated for accounting purposes at fair value through the income 
statement as appropriate.

Derivative financial instruments at 
fair value – cash flow hedges

The Group uses derivative financial instruments to manage interest 
rate risk and, where the hedge accounting criteria are met, designates 
these as cash flow hedges. Changes in the fair value of the effective 
portion of derivatives that are designated and qualify as hedges are 
recognised in other comprehensive income. Changes in the fair value 
of the ineffective portion of cash flow hedges are recognised in the 
income statement. Amounts accumulated in equity are transferred 
to the income statement when the underlying transaction occurs 
or, if the transaction results in a non-financial asset or liability, are 
included in the initial cost of the asset or liability.
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2.	Divisional analysis

The Group’s divisions are detailed on page 7 and their activities are described in more detail in the Business Review on pages 5 to 21. All 
of the Group’s business is conducted within the UK.

The information disclosed in this note is presented in accordance with the Companies Act 2006 and any additional information presented 
is on a voluntary basis only. It does not represent segment information based on IFRS 8 (Operating Segments) as the Group is exempt 
from the requirements of this standard.

Group
revenue

2010

Share
of revenue

of joint
ventures

2010

Total
revenue

2010

Group
revenue

2009

Share
of revenue

of joint
ventures

2009

Total
revenue

2009

£’000 £’000 £’000 £’000 £’000 £’000

Revenue

Local Government 350,649 4,808 355,457 329,515 - 329,515

Built Environment 139,587 - 139,587 150,940 - 150,940

Inter-Urban 343,501 19,159 362,660 313,718 23,600 337,318

Consulting 170,647 - 170,647 131,642 - 131,642

Ventures 8,027 102,332 110,359 64,006 104,660 168,666

Inter-divisional eliminations (77,171) (48,719) (125,890) (86,417) (6,217) (92,634)

935,240 77,580 1,012,820 903,404 122,043 1,025,447

Group
operating

profit
excluding

joint
ventures

2010

Share
of profit

 after tax
of joint

ventures
2010

Total
operating

profit
2010

Group
operating

profit
excluding

joint
ventures

2009

Share
of profit

 after tax
of joint

ventures
2009

Total
operating

profit
2009

£’000 £’000 £’000 £’000 £’000 £’000

Operating profit

Local Government 14,671 41 14,712 7,754 345 8,099

Built Environment 7,863 - 7,863 16,878 - 16,878

Inter-Urban 34,432 4,398 38,830 24,392 6,153 30,545

Consulting 17,466 - 17,466 9,756 - 9,756

Ventures 4,787 (287) 4,500 7,665 948 8,613

Central 2,154 - 2,154 398 - 398

81,373 4,152 85,525 66,843 7,446 74,289

Inter-divisional revenue is calculated on an arms-length basis. Included in external revenue is £nil (2009: £53.3 million) in respect of 
construction contracts. All remaining revenue relates to service and maintenance activities. The cumulative amount of cost and profit 
recognised in respect of construction contracts in progress at the year end was £nil and £nil respectively (2009: £53.3 million and £nil).

Other operating income

In 2009, other operating income of £11.4 million arose in the Built Environment division in respect of the cancellation of obligations on an 
ongoing contract.
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3.  Discontinued operations	

On 27 June 2010, the Group disposed of its joint venture investment in Tube Lines (Holdings) Limited (TLH) for a total consideration of 
£206.4 million, giving rise to a profit on disposal of £1.7 million. In accordance with IFRS 5, the Group has included the results of TLH for the 
period to 7 May 2010, the date on which the TLH disposal was agreed in principle with Transport for London and became highly probable.

Where appropriate, comparative information included within the primary financial statements and notes thereto have been re-presented 
to reflect this discontinued operation.

The results of this discontinued operation included in the income statement for the year were as follows:

2010 2009

£’000 £’000

Revenue

Total revenue 168,577 505,647

Less: share of revenue of joint ventures (168,577) (505,647)

Group revenue - -

Profit

Share of profit before interest and tax of joint ventures 20,494 36,010

Less: share of interest (1,143) 2,431

Less: share of tax (5,367) (11,672)

Share of profit after tax of joint ventures 13,984 26,769

Profit on disposal of joint venture 1,735 -

Interest receivable on loans to joint ventures 4,800 9,600

Profit before tax from discontinued operations 20,519 36,369

Tax (1,344) (2,688)

Profit after tax from discontinued operations 19,175 33,681

Items included within the SOCI for the year in respect of this discontinued operation were as follows:

2010 2009

£’000 £’000

Profit after tax from discontinued operations 19,175 33,681

Share of joint ventures’ other comprehensive income (expense):

 - actuarial losses and adjustments on pension schemes (15,333) (39,733)

 - deferred tax thereon 4,293 11,125

Other comprehensive expense for the year, net of tax, from discontinued operations (11,040) (28,608)

Total comprehensive income for the year from discontinued operations 8,135 5,073
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4.  Operating profit

This is stated after charging (crediting):

2010 2009

£’000 £’000

Amortisation			  - other intangible assets 7,656 8,188

Depreciation			  - owned assets 5,969 6,523

					     - leased assets 880 32

Lease rentals			  - land and buildings 11,022 6,586

					     - hire of plant and machinery 40,297 37,326

Cost of inventories recognised as an expense 78,179 77,106

Pension scheme past service credit in respect of inflation change (45,300) -

Profit on sale of property, plant and equipment (139) (162)

Profit on part disposal of joint venture undertakings (1,658) -

Profit on part disposal of subsidiary undertaking - (4,174)

Settlement of legal claim 6,172 -

Auditors’ remuneration	 - audit of Company and Group financial statements 121 195

					     - audit of subsidiary undertakings 231 371

					     - tax services 10 10

					     - other services, including review of interim financial information 130 121

In 2010, the Group recorded a profit on disposal of joint venture undertakings of £1.7 million. This is in addition to the TLH disposal profit 
of £1.7 million included within discontinued activities. No tax arose in respect of these disposals.

Also in 2010, the Group recorded a past service pensions credit of £45.3 million that relates to the change in the inflation measurement 
used for pensions from the Retail Price Index (RPI) to the Consumer Prices Index (CPI), as implemented by the UK Government during 
the year. The Group also incurred a £6.2 million loss in respect of legal claims made on a contract previously completed by a subsidiary 
undertaking, Amey Construction Limited, for which no provision had been made previously.

In 2009, the Group disposed of a 50% interest in a subsidiary undertaking. The profit on the part disposal amounted to £4.2 million with 
no tax arising in respect of this disposal.
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5.	Employees

Staff costs during the year consisted of:

2010 2009

£’000 £’000

Wages and salaries 306,555 264,299

Social security costs 27,747 24,076

Other pension costs arising on defined benefit pension schemes (note 18) 2,369 8,107

Defined benefit pension scheme past service credit arising in respect of 
inflation change (note 18) (45,300) -

Other pension costs arising on defined contribution pension schemes 9,383 7,687

300,754 304,169

The average number of employees during the year was as follows:

2010 2009

Number Number

Contract based employees 10,070 9,127

Management and administration 476 506

10,546 9,633

6.  Directors and key management remuneration

Remuneration in respect of Directors (who were the key management) was as follows:

2010 2009

£’000 £’000

Total emoluments 2,034 2,060

Key management - post employment benefits 58 105

 
Included above are the following amounts in respect of the highest paid Director:

Emoluments 1,217 919

Post employment benefits - accrued pension at 31 December 26 23

In addition to the emoluments for 2010 disclosed above, compensation for loss of office totalling £581,000 was paid during the year.

During the year, three Directors (2009: three) were members of the Company’s defined benefit pension scheme and no Directors (2009: 
none) were members of the defined contribution pension scheme.
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7.  Net finance income (costs)

2010 2009

£’000 £’000

Finance income

Interest receivable from bank deposits 148 141

Finance income from defined benefit schemes 28,356 19,502

Interest on financial asset - 4,889

Interest receivable on loans to joint ventures 1,520 2,090

Other interest and similar income 2,665 531

Interest receivable from Ferrovial, S.A. subsidiary undertakings 2,307 2,351

Foreign exchange gains (note 25) 11,472 14,982

Total finance income 46,468 44,486

Finance costs

Interest payable on borrowings (2,392) (6,516)

Interest payable on finance leases (443) (152)

Interest payable to Ferrovial, S.A. subsidiary undertakings (5,901) (9,868)

Finance expense from defined benefit schemes (29,306) (23,726)

Foreign exchange losses (note 25) (3,855) (5,849)

Other interest and similar charges (2,895) (3,396)

Total finance costs (44,792) (49,507)

Net finance income (costs) 1,676 (5,021)

Finance income relates to items classified as loans and receivables. Finance costs relate to items classified as other financial liabilities 
measured at amortised cost. 
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8.  Tax

2010 2009

£’000 £’000

Current tax

UK corporation tax at 28% (2009: 28%) on the profit for the year 1,392 10,933

Overseas corporation tax (7,332) (6,924)

Adjustment in respect of prior years 	 – UK corporation tax - (3,000)

						      – overseas corporation tax (1,339) (312)

Current tax (credit) charge (7,279) 697

Deferred tax

Transfer to deferred tax provision 10,320 5,833

Transfer (to) from deferred tax asset (1,444) 1,418

Deferred tax relating to employee benefit obligations 23,278 3,094

Deferred tax charge 32,154 10,345

Tax charge 24,875 11,042

Attributable to:

Continuing operations 23,531 8,354

Discontinued operations 1,344 2,688

Tax charge 24,875 11,042

Reconciliation of variances from standard rate of UK corporation tax

Profit on ordinary activities before tax from continuing operations 87,201 69,268

Profit on ordinary activities before tax from discontinued operations 20,519 36,369

Profit on ordinary activities before tax 107,720 105,637

Add: share of tax of joint ventures 6,747 13,208

114,467 118,845

Profit before tax at the standard rate of corporation tax in the UK of 28% (2009: 28%) 32,051 33,277

Adjusted for:

Disallowed items	 – amortisation of goodwill and other intangible assets (1,505) 403

				    – other disallowable expenses 1,793 (850)

				    – overseas rate differences (55) (67)

Adjustment in respect of prior years (1,339) (3,312)

Brought forward losses utilised for which no deferred tax asset was originally recognised (1,631) (2,971)

Originating temporary differences for which no deferred tax asset has been recognised (916) (1,876)

Other timing difference in respect of goodwill 3,806 5,834

Other timing differences 773 (6,188)

Impact of change in deferred tax rate (1,135) -

31,842 24,250

Less: share of tax of joint ventures (6,967) (13,208)

Tax charge 24,875 11,042

Deferred tax is calculated in full on temporary timing differences under the liability method using an expected tax rate of 27% (2009: 28%) 
for the UK and 30% (2009: 30%) for Spain.

The Group has benefitted from the current year effect of losses and other timing differences in certain companies which reduce the tax 
charge to the extent that no deferred tax asset was recognised when they arose. 
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Deferred tax summary

2010 2009

£’000 £’000

Deferred tax assets recognised 22,017 43,544

Deferred tax liabilities (16,154) (5,834)

5,863 37,710

Deferred tax assets

Accelerated 
depreciation

Retirement 
benefit 

obligations

Lease 
incentives, 
derivatives 

and EIR

Other 
temporary 

differences Total

£’000 £’000 £’000 £’000 £’000

At 1 January 2009 476 27,035 	 5,466 3,864 36,841

Income statement - (3,094) (13) (1,405) (4,512)

Disposal of subsidiary undertaking - - (2,888) 46 (2,842)

SOCI - 16,252 (2,195) - 14,057

At 31 December 2009 476 40,193 370 2,505 43,544

Income statement (17) (23,278) (14) 1,475 (21,834)

SOCI - 307 - - 307

At 31 December 2010 459 17,222 356 3,980 22,017

Deferred tax liabilities

Undistributed 
overseas 
earnings

Accelerated 
tax relief on 

goodwill Total 

£’000 £’000 £’000

At 1 January 2009 1 - 1

Income statement (1) 5,834 5,833

At 31 December 2009 - 5,834 5,834

Income statement - 10,320 10,320

At 31 December 2010 - 16,154 16,154
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8. Tax (continued)

Deferred tax liabilities (continued)

The Group has tax losses available to carry forward at 31 December 2010 of £34.8 million (2009: £37.4 million) representing a potential 
deferred tax asset of £9.4 million (2009: £10.5 million) of which £0.8 million (2009: £1.4 million) has been recognised, being the amount 
expected to reverse in the foreseeable future. The tax written down value of the Group’s qualifying assets exceeds their net book value 
by £24.7 million (2009: £25.2 million), representing a potential deferred tax asset of £6.7 million (2009: £7.0 million), of which £0.5 million 
(2009: £0.5 million) has been recognised, being the amount expected to reverse in the foreseeable future. The Group has other temporary 
differences of £12.9 million (2009: £5.4 million), representing a potential tax asset of £3.5 million (2009: £1.5 million), of which £3.5 million 
(2009: £1.5 million) has been recognised. In addition, a deferred tax asset of £17.2 million (2009: £40.2 million) has been recognised in 
respect of retirement benefit obligations. 

9. Goodwill on acquisition of subsidiary undertakings and Other intangible assets

Goodwill Other intangible assets

On contracts Software Total

£’000 £’000 £’000 £’000

Cost

At 1 January 2009 364,633 111,646 3,528 	 115,174

Additions - - 320 320

Reclassification - - (55) (55)

At 31 December 2009 364,633 111,646 3,793 115,439

Additions - - 1,809 1,809

Disposals - (31,737) (91) (31,828)

Reclassification - - (367) (367)

At 31 December 2010 364,633 79,909 5,144 85,053

Amortisation

At 1 January 2009 29,597 3,141 	 32,738

Charge for the year 7,845 343 8,188

Reclassification - (9) (9)

At 31 December 2009 37,442 3,475 40,917

Charge for the year 7,084 572 7,656

Disposals (6,054) (91) (6,145)

Reclassification - (280) (280)

At 31 December 2010 38,472 3,676 42,148

Carrying amount

At 31 December 2010 364,633 41,437 1,468 42,905

At 31 December 2009 364,633 74,204 318 74,522

The reclassification relates to items of property, plant and equipment that were incorrectly classified as software in prior years.
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The other intangible assets arising from contracts relate primarily to contractual rights acquired with the purchase of the entire business of 
Jarvis LUL Limited in 2005, which provides key operational management and technical staff to Tube Lines under a secondment agreement. 
The contractual rights have been capitalised at their cost of £76.0 million and are being amortised over 13 years with seven years remaining. 
In 2010, the Group disposed of other intangible assets which related to contractual rights acquired with the purchase of shares in Tube 
Lines (Holdings) Limited in 2005. These were held at cost and were being amortised over 27 years.

Other intangible assets also include £1.8 million in respect of the acquisition of Amey Wye Valley Limited in 2007, which is being amortised 
over six years. Software is amortised over periods of up to five years.

The allocation of goodwill to groups of cash-generating units is as follows:

2010 2009

£’000 £’000

Local Government 74,099 99,079

Built Environment 66,401 41,421

Inter-Urban 135,695 110,911

Consulting 88,438 88,438

Logistics - 24,784

364,633 364,633

During the year, Inter-Urban assumed management responsibility for Logistics and the performance of the enlarged unit is now measured 
on a combined basis. In addition, management responsibility for a number of contracts was transferred from Local Government to Built 
Environment. The goodwill allocation between these revised cash generating units has been amended accordingly.

The recoverable amounts of goodwill are based on value-in-use which reflects forecast cash flows as derived from approved budgets 
and plans for the next five years. Projections beyond the forecast period use a terminal growth rate of 2.0% (2009: 2.0%). The underlying 
assumptions of these cash flows are based on management’s past experience and probability ratios for new business generation. The 
cash flows have been discounted using a pre-tax discount rate of 11.0% (2009: 11.1%) being the Group’s estimated weighted average 
cost of capital. The value-in-use indicates that sufficient headroom exists for each group of cash generating units such that a reasonable 
possible change to key assumptions is unlikely to result in any impairment of goodwill. 
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10.	  Property, plant and equipment

Assets in 
course of 

construction

  Fixtures and fittings

Plant and 
machinery Total

 Long 
leasehold

 Short 
leasehold

£’000 £’000 £’000 £’000 £’000

Cost

At 1 January 2009 899 175 6,380 70,537 77,991

Additions - - 440 12,119 12,559

Reclassifications (649) - - 649 -

Disposals - - - (4,930) (4,930)

At 31 December 2009 250 175 6,820 78,375 85,620

Additions - - - 5,334 5,334

Reclassifications (250) - 179 856 785

Disposals - - - (6,366) (6,366)

At 31 December 2010 - 175 6,999 78,199 85,373

Depreciation

At 1 January 2009 - 93 4,069 47,989 52,151

Provided in year - 4 507 6,044 6,555

Disposals - - - (4,304) (4,304)

At 31 December 2009 - 97 4,576 49,729 54,402

Provided in year - 4 504 6,341 6,849

Reclassifications - - - 698 698

Disposals - - - (5,764) (5,764)

At 31 December 2010 - 101 5,080 51,004 56,185

Carrying amount

At 31 December 2010 - 74 1,919 27,195 29,188

At 31 December 2009 250 78 2,244 28,646 31,218

The net book value of plant and machinery held under finance lease and similar hire purchase contracts amounted to £8.1 million (2009: 
£6.2 million), on which depreciation charged in the year was £0.9 million (2009: £0.03 million).
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11.  Investments in joint ventures

Cost of  
shares

Share of post 
acquisition 

profits
Loan  

advances Total

£’000 £’000 £’000 £’000

Carrying value

At 1 January 2009 30,190 72,828 75,924 178,942

Share of profit after tax for the year - 34,215 - 34,215

Dividends paid by joint ventures - (6,465) - (6,465)

Share of movements in the SOCI

 - pensions - (39,854) - (39,854)

 - derivatives - 13,139 - 13,139

 - deferred tax thereon - 7,480 - 7,480

Part disposal of joint venture undertakings’ net liabilities (92) 4,367 - 4,275

Reclassification of net liabilities following part disposal of 
subsidiary undertakings now classed as joint ventures 58 (3,931) - (3,873)

Net loans assigned on disposal of equity - - (7,473) (7,473)

At 31 December 2009 30,156 81,779 68,451 180,386

Share of profit after tax for the year - 18,136 - 18,136

Dividends paid by joint ventures - (2,626) - (2,626)

Share of movements in the SOCI

 - pensions - (15,333) - (15,333)

 - derivatives - (12,861) - (12,861)

 - deferred tax thereon - 7,893 - 7,893

Part disposal of joint venture undertakings’ net liabilities (17) 3,087 - 3,070

Additions 33 - - 33

Net loan advances - - 16,574 16,574

Disposal of joint venture undertakings’ net assets and loans (30,000) (88,723) (60,000) (178,723)

At 31 December 2010 172 (8,648) 25,025 16,549

The Group’s joint venture investments, including the percentage of interest held, are set out in note 22.

On 6 May 2010, the Group held an initial 66.7% interest in the Amey Birmingham Highways Holdings Limited joint venture. On 31 December 
2010, the Group disposed of a 33.3% interest in this joint venture.

On 27 June 2010, the Group disposed of its 66.7% interest in Tube Lines (Holdings) Limited for a total consideration of £206.4 million 
giving a profit on disposal of £1.7 million. 

On 2 August 2010, the Group acquired a 50% interest in AmeyCespa Limited, which is a joint venture company the Group has set up with 
fellow Ferrovial, S.A. subsidiary undertaking, Cespa S.A. On 1 September 2010, AmeyCespa Limited acquired the whole of the share capital 
of Donarbon Group Limited and Donarbon Holdings Limited for an estimated total consideration of £48.6 million.
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11.  Investments in joint ventures (continued)

The Group’s share of the results and net assets of joint ventures was as follows:

	 Tube Lines  
(Holdings) Limited 	 All joint ventures

2010 2009 2010 2009

£’000 £’000 £’000 £’000

Share of revenue 168,577 518,313 248,235 627,690

Share of profit after tax for the year 13,984 26,769 18,136 34,215

Share of other comprehensive expense (11,040)  (28,607) (17,214) (10,939)

Share of capital expenditure 572 3,490 20,896 13,987

Share of gross assets - 1,710,138 254,345 2,007,037

Share of gross liabilities - (1,594,079) (262,821) (1,895,102)

Share of net (liabilities) assets - 116,059 (8,476) 111,935

Loan advances - 60,000 25,025 68,451

Total investment in joint ventures - 176,059 16,549 180,386

The share of gross liabilities includes financial instrument derivatives within joint ventures which relate to interest rate swaps entered into 
by the joint ventures concerned as a means of hedging interest rate risk. In accordance with IAS 39, these derivatives are accounted for 
as cash flow hedges by the joint ventures with the effective portion of movements in fair value each year recognised in the SOCI and in 
the hedge reserve.

12.  Financial instruments

Financial risk

The financial risks affecting the Group are as follows:

Financial risk management - interest rate risk

The Group’s main interest rate risk arises on bank borrowings where variable rate loans could expose the Group to cash flow interest rate risk. 

Financial risk management - credit risk

The Group’s main financial assets are cash and cash equivalents as well as trade and other receivables and represent the Group’s maximum 
exposure to credit risk in connection with its financial assets. There are no significant concentrations of credit risk.

The Group’s credit risk is mainly attributable to its non-public sector trade receivables. The amounts are carried on the balance sheet net 
of bad debt provisions estimated by the Directors based on prior year experience and an evaluation of prevailing economic circumstances.

Credit risk relating to investments in financial products is concentrated mainly on short-term investments. Counterparties are always financial 
institutions and a strict diversification policy is applied on the basis of credit ratings and maximum credit limits.
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Financial risk management - exchange rate risk

The Group’s principal exchange risk is in respect of intercompany loan balances denominated in euros and the interest cost thereon. The 
Directors are currently evaluating the options available to address this risk.

Financial risk management - funding and liquidity risk

A key function of the Group Treasury department is to ensure that the Group has sufficient cost effective facilities to meet its obligations 
in the short, medium and long-term.

Group Treasury monitors the following activities:

▪▪ regular cash flow forecasts prepared by the business units and aggregated at Group level

▪▪ budget and forecast cash flows

▪▪ actual trading results, debt and balance sheet positions

▪▪ capital expenditure requests

▪▪ forecast facility availability

Special attention is paid to the liquidity of monetary assets. Group policy is to place any cash surpluses on short-term deposits with 
institutions with good quality credit ratings. Each credit institution is subject to a maximum level and deposits are spread across several 
institutions to mitigate risk.

IFRS 7 (Financial Instruments: Disclosure) requires the Group to analyse its financial assets and liabilities held at fair value according to 
the valuation basis applied. Level 1 represents fair values based on quoted prices in active markets; Level 2 represents fair values where 
valuation inputs are based on observable market data; Level 3 represents fair values where any significant valuation input is not based on 
observable market data.

The Group has no Level 1, Level 2 or Level 3 financial assets or liabilities, though Level 2 financial liabilities are held by the Group’s joint 
venture undertakings.

Amounts recognised in respect of cash flow hedges were as follows:

2010 2009

£’000 £’000

(Losses) gains included in the income statement:

 - in respect of share of profit after tax of joint ventures (351) 1,842

(Losses) gains included in the SOCI:

 - in respect of the Group (before tax) - 7,838

 - in respect of share of joint ventures (before tax) (12,861) 13,139

Included within investments in joint ventures is a financial asset of £nil (2009: £3.4 million) relating to the Tube Lines (Holdings) Limited 
interest rate cap, whose purpose was to hedge the C and D notes issued as part of the refinancing of its bank debt. The interest rate was 
capped at 7.28% and did not commence until March 2010 when the C and D class notes were repayable. The remaining derivatives are 
interest rate swaps with fixed rates ranging from 4.7% to 5.37%. 

Gains included in the income statement of £nil (2009: £2.6 million) relate to the Group’s share of the ineffective portion of cash flow hedges 
in joint ventures, while losses included in the SOCI of £12.9 million (2009: £21.0 million gains) relate to changes in the fair value of the 
effective portion of derivatives held by both the Group and joint ventures that are designated and qualify as cash flow hedges.
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12.		 Financial instruments (continued)

Financial risk (continued)

As a condition of lending, the PFI/PPP joint ventures are required to take out interest rate hedges to fix the interest rate to hedge against 
cash flow interest rate risk until the debt has been repaid. The last of these hedges expires in 2035.

All Group financial assets, with the exception of derivatives, are classified as loans and receivables and all financial liabilities, with the 
exception of derivatives, are classified as other financial liabilities measured at amortised cost.  The Group’s share of joint venture financial 
assets and liabilities, including derivatives, are included in the balance sheet as non-current assets: investments in joint ventures.

Interest and exchange rate risks

The Group has used a sensitivity analysis technique that measures the estimated change in fair value of the Group’s financial instruments to 
both the income statement and equity of an instantaneous increase or decrease of 0.5% in interest rates. This exercise has been performed 
purely for illustrative purposes as, in practice, these changes rarely occur in isolation. In preparing this analysis, it has been assumed that 
changes in interest rates affect the interest payable or receivable on floating rate financial instruments. 

0.5% decrease 
in market 

interest rates

0.5% increase 
in market 

interest rates

£’000 £’000

At 31 December 2010

Impact on income statement and equity

 - from Group bank loan with recourse facilities 110 (110)

 - from net indebtedness with Ferrovial, S.A. subsidiary undertakings (12) 12

98 (98)

The amounts generated from the sensitivity analysis are estimates of the impact of interest rate risk assuming that the specified changes 
occur. Clearly, developments in global markets may cause the actual changes to differ significantly from the changes specified above. 
Therefore, this analysis should not be considered a projection of likely future events and losses. The sensitivities above exclude any potential 
impact on the Group’s retirement benefit obligations.

The impact on the income statement and equity of a 10% change in the value of sterling against the euro would have been £0.2 million.

Capital structure

The Group manages its bank loans and equity as capital. The Group’s principal objective is to ensure that the Group has sufficient capital to 
fund its operations. In developing business plans, management consider the likely capital requirements and how to fund these requirements. 
Additional capital is funded by using the least cost source at the time of fund-raising. At 31 December 2010, the Group’s capital was as follows:

2010 2009

£’000 £’000

Bank loans with recourse 29,356 63,040

Finance lease liabilities 7,927 5,778

Non-current net borrowings from Ferrovial, S.A. undertakings - 42,141

Total equity 367,544 409,608

404,827 520,567

The Group is not subject to any externally imposed capital requirements.
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13.  Trade and other receivables

2010 2009

£’000 £’000

Current

Trade receivables 36,345 66,550

Amounts recoverable on contracts 65,759 75,329

Amounts due from joint ventures 3,611 4,221

Other debtors 9,558 9,748

Prepayments and accrued income 87,296 89,267

202,569 245,115

Non-current

Accrued income 10,733 11,829

Amounts due from Ferrovial Servicios, S.A. (note 25) 111,168 106,639

121,901 118,468

There was no difference between the book value of the amounts due from Ferrovial Servicios S.A. and their equivalent fair values for both 
2010 and 2009. Fair value has been based on carrying amounts.

A provision for doubtful debtors was included within trade receivables as follows:

2010 2009

£’000 £’000

At 1 January 2010 1,753 1,729

Charged to income statement 1,206 139

Credited to income statement (323) (115)

At 31 December 2010 2,636 1,753

The ageing of trade receivables that are past due but not impaired was as follows:

2010 2009

£’000 £’000

Not past due 34,380 62,860

Up to 2 months past due 911 1,364

More than 2 months past due 1,054 2,326

36,345 66,550

14.  Inventories

2010 2009

£’000 £’000

Raw materials and consumable stocks 7,030 7,232
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15.  Cash and cash equivalents

2010 2010 	 2009 2009

% £’000 % £’000

Fixed rate 	 0.5 18,564 	 0.5 14,268

Floating rate 	 0.3 5,337 	 0.0 4,495

23,901 18,763

Included within cash and cash equivalents was £19.3 million (2009: £16.2 million) relating to jointly controlled and other operations in which 
the Group has restricted control.

16.  Trade and other payables 

2010 2009

£’000 £’000

Current

Trade payables 12,468 42,528

Payments received on account 34,432 10,750

Amounts due to Ferrovial Servicios, S.A. (note 25) 68,318 64,543

Amounts due to Landmille Limited (note 25) 39,636 -

Amounts due to joint ventures 700 700

Other creditors 39,452 35,912

Deferred income 32,469 15,787

Accruals 115,574 122,171

343,049 292,391

Non-current

Amounts due to Landmille Limited (note 25)

  - in more than 1 year but not more than 2 years - 148,780

Deferred income

 - in more than 1 year but not more than 2 years 3,572 485

Other creditors

 - in more than 1 year but not more than 2 years 214 214

 - in more than 2 years but not more than 5 years - 214

214 428

3,786 149,693
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17.  Borrowings

The Company has a revolving committed syndicated bank loan facility of £92.4 million maturing in April 2012 and other committed credit 
facilities of £40.4 million maturing between April 2011 and December 2011.

Current  
 2010

Non-current  
2010

Current  
2009

Non-current  
2009

£’000 £’000 £’000 £’000

Bank loans with recourse - 29,356 - 63,040

Finance lease liabilities 1,396 6,531 984 4,794

1,396 35,887 984 67,834

Expiry date Interest rate 2010 2009

£’000 £’000

Bank loans with recourse 	 2012 Floating 30,000 64,326

Facility arrangement cost (644) (1,286)

29,356 63,040

Borrowings mature as follows:

Bank loans 
with recourse

2010

Finance lease 
liabilities

2010
Total 
2010

£’000 £’000 £’000

Due within 1 year - 1,396 1,396

Due within 1 to 2 years 30,000 1,495 31,495

Due within 2 to 5 years - 3,687 3,687

Due after more than 5 years - 1,349 1,349

Facility arrangement cost (644) - (644)

29,356 7,927 37,283

2009 2009 2009

£’000 £’000 £’000

Due within 1 year - 984 984

Due within 1 to 2 years - 1,056 1,056

Due within 2 to 5 years 64,326 3,129 67,455

Due after more than 5 years - 609 609

Facility arrangement cost (1,286) - (1,286)

63,040 5,778 68,818

The weighted average interest rate for bank loans and overdrafts was 3.63% (2009: 4.37%). The interest rate on the finance lease liabilities 
are fixed at an average rate of 6.03% (2009: 6.24%).

There was no difference between the borrowings shown above and their equivalent fair values for both 2010 and 2009. Fair value has been 
based on carrying amount. 
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17.  Borrowings (continued)

Liquidity risk

Liquidity risk is defined as the risk that the Group would not be able to settle or meet its obligations on time or at a reasonable price. Group 
Treasury is responsible for liquidity, funding and settlement management. In addition, liquidity and funding risks, as well as related processes 
and policies, are overseen by management. The Group manages its liquidity risk on a group basis based on business needs, tax, capital 
or regulatory considerations, if applicable, through numerous sources of finance in order to maintain flexibility. In accordance with IFRS 7, 
the table below contains both the repayment of principal and associated interest payments.

Due in  
2011

Due in  
2012

Due in  
2013

Due in  
2014

Due in  
2015 and later Total

£’000 £’000 £’000 £’000 £’000 £’000

Bank loans with recourse 4,417 30,676 - - - 35,093

Finance lease liabilities 1,836 1,836 1,813 1,375 2,386 9,246

At 31 December 2010 6,253 32,512 1,813 1,375 2,386 44,339

Due in  
2010

Due in  
2011

Due in  
2012

Due in  
2013

Due in  
2014 and later Total

£’000 £’000 £’000 £’000 £’000 £’000

Bank loans with recourse 4,219 5,606 66,059 - - 75,884

Finance lease liabilities 1,267 1,269 1,268 1,269 2,162 7,235 

At 31 December 2009 5,486 6,875 67,327 1,269 2,162 83,119
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18.  Retirement benefit schemes

The Group operates a number of pension schemes for the benefit of employees and Directors. Trustees administer the assets of the funded 
schemes in funds independent from those of the Group. Pension costs in respect of schemes offering defined benefits are assessed in 
accordance with the advice of independent, qualified actuaries. An external company of professional pension administrators normally conducts 
the administration of those schemes. In addition, the Group provides unfunded unapproved retirement benefits to certain eligible employees.

The principal defined contribution schemes are as follows:

▪▪ Amey Pension Scheme – Saver Plan Section, offered to new eligible staff from October 2005 who had not been transferred into the 
Group via acquisition or outsourcing

▪▪ Comax Money Purchase Scheme, previously offered to new recruits within Amey Facilities Partners Limited. This scheme is now closed 
to new entrants

▪▪ The B&CE Easy Build Stakeholder Pension Scheme, a stakeholder scheme for all existing and new employees who are covered by the 
construction industry ‘Working Rule Agreement’

▪▪ Friends Provident Stakeholder Pension Scheme, available to those employees wishing to enter. The Group does not contribute to this scheme

The principal defined benefit schemes are as follows:

▪▪ Amey Pension Scheme, previously offered to eligible staff that had not been transferred into the Group via acquisition or outsourcing. 
However, this scheme does include staff that transferred out of the Ministry of Defence at the time the Comax business separated from 
the Defence Evaluation and Research Agency. This scheme is now closed to new entrants

▪▪ Amey OS Pension Scheme, offered to former principal civil servants and local government employees who have transferred into the 
Group under its facilities management and term maintenance contracts

▪▪ Railways Pension Scheme, there are defined benefit sections of The Railways Pension Scheme providing for those eligible employees 
who are working within Amey Rail Limited, Amey OWR Limited and elsewhere in the Group. The Group accounts for its share of the 
separately identified assets and liabilities of this scheme

▪▪ Citrus, there is a defined benefit section of The Citrus (formerly LAWDC) pension fund providing for those eligible employees who are working 
principally within Amey OW Limited. The Group accounts for its share of the separately identified assets and liabilities of this scheme

▪▪ West Yorkshire Pension Fund, the Group has a liability to this scheme for former Calderdale Metropolitan District Council employees who 
transferred into the Group under TUPE transfer arrangements

For schemes that are closed to new entrants, the current service costs are expected to rise significantly as members approach retirement.

The latest actuarial funding valuations of the Group’s principal defined benefit schemes have been updated by the actuaries to 31 December 
2010 on a basis consistent with the requirements of IAS 19. In particular, scheme liabilities have been discounted using the rate of return 
on a high quality bond rather than the expected rate of return on the assets used in the funding valuations.

As part of the formal funding valuations, the actuaries carried out detailed analysis of the experience of the membership of each of the 
schemes. The analysis indicated that there were significant variations around the trend line depending on the particular scheme. Mortality 
assumptions have been updated accordingly. The remaining average expectations of life for a member currently aged 65 were in the range 
of 19 to 23 years for men and 21 to 26 years for women. Average life expectancy from age 65 for an active or deferred member currently 
aged 45 is between one and two years longer for both men and women. 
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18.  Retirement benefit schemes (continued)

The principal actuarial assumptions used are as follows:

2010 	 2009

% %

Rate of increase in salaries 2.5-5.0 	 4.0-5.0

Rate of increase in pensions in payment 2.3-3.3 	 3.3

Discount rate 5.5 	 5.7

Inflation assumption – RPI 3.5 3.5

Inflation assumption – CPI 2.6 -

Expected return on plan assets 7.2 	 7.4

The number of members covered by the schemes was as follows:

2010 	 2009

Number Number

Active members 1,267 1,413

Deferred pensioners 3,601 3,589

Pensioners and dependants 2,051 1,864

6,919 6,866

The RPI inflation assumption is derived from market data on the difference between the yields on fixed interest and inflation linked 
Government bonds. There are greater inherent uncertainties with regard to the CPI inflation assumption, as CPI linked products are not yet 
traded. Therefore the CPI inflation assumption is based on the RPI inflation assumption but adjusted for the estimated effect of differences 
in the basis of calculation of each index.

The amount recognised in the balance sheet is as follows:

2010 2009 2008 2007

£’000 £’000 £’000 £’000

Present value of funded obligations (515,458) (504,816) (387,682) (401,602)

Fair value of plan assets 453,296 359,729 291,640 358,535

Deficit (62,162) (145,087) (96,042) (43,607)

Present value of unfunded obligations (1,624) (1,485) (1,280) (2,021)

Members’ share of net liabilities (assets) - 3,022 1,004 (2,510)

Irrecoverable surplus, including impact of IFRIC 14 - - (240) -

Liability on the balance sheet (63,786) (143,550) (96,558) (47,598)
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The amount recognised in the income statement was as follows:

2010 2009

£’000 £’000

Current service cost 10,869 8,073

Past service (credit) cost (45,300) 103

Other pension credits, including curtailment gains (8,500) (69)

Total included under staff costs (42,931) 8,107

Finance income (28,356) (19,502)

Finance expense 29,306 23,726

Total (credit) expense included in the income statement (41,981) 12,331

In 2010, the Group recorded a past service pensions credit of £45.3 million that relates to the change in the inflation measurement used for 
pensions from RPI to CPI, as implemented by the UK Government during the year. This move to CPI represents a change in the obligation 
to members and has therefore been accounted for as a negative past service cost.

Pension expense, net of interest costs and the expected return on plan assets, is charged to contracts or overhead based on the function 
of scheme members and is included in cost of sales: net operating expenses. The pension expense recognised in the income statement in 
respect of defined contribution schemes was £9.4 million (2009: £7.7 million). The best estimate of the contributions expected to be paid 
to the defined benefit schemes for next year is £27.3 million.

The amount recognised in other comprehensive income was as follows:

2010 2009

£’000 £’000

Actuarial losses 2,132 59,999

Movement in members’ share of assets and liabilities 4,546 (1,715)

Additional net liabilities assumed 1,100 -

Irrecoverable surplus, including impact of IFRIC 14 - (240)

Total recognised in the SOCI 7,778 58,044

Actuarial gains and losses have been reported in the SOCI. The Group’s share of the actual performance of fund assets was an increase 
of £42.2 million (2009: £54.3 million increase).

The movements in the balance sheet liability were as follows:

2010 2009

£’000 £’000

At 1 January 143,550 96,558

Total (credit) expense as above (41,981) 12,331

Total SOCI as above 7,778 58,044

Contributions paid (45,561) (23,383)

At 31 December 63,786 143,550
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18.  Retirement benefit schemes (continued)

The movements in the present value of fund obligations were as follows:

2010 2009

£’000 £’000

At 1 January 506,301 388,962

Liabilities acquired 19,464 -

Service cost, including employees’ share 15,415 11,756

Past service credit (45,300) -

Interest cost 29,306 24,416

Actuarial losses 15,959 94,111

Settlements and curtailments (8,500) (119)

Benefits paid (15,563) (12,825)

At 31 December 517,082 506,301

The movements in the fair value of fund assets were as follows:

2010 2009

£’000 £’000

At 1 January 359,729 291,640

Assets acquired 18,364 -

Expected return on assets 28,356 20,180

Actuarial gains 13,827 34,118

Contributions from employees 3,022 3,289

Employer contributions 45,561 23,377

Settlements and curtailments - (50)

Benefits paid (15,563) (12,825)

At 31 December 453,296 359,729
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The history of experience gains and losses is as follows:

2010 	 2009 	 2008 	 2007

The Group’s share of experience losses on fund liabilities (£’000) 	 (9,777) 	 (2,317) 	 (5,200) (5,908)

% of fund obligations 	 (1.9) 	 (0.5) 	 (1.3) 	 (1.5)

The Group’s share of experience (gains) losses on fund assets 
(£’000) 	 (13,827) 	 (34,118) 	 105,611 	 5,263

% of fund assets 	 (3.1) 	 (9.5) 	 36.2 	 1.5

The fair value and expected rate of return on the assets held by the various schemes were as follows:

2010 2010 2009 2009

£’000 % £’000 %

Equities 308,716 8.2 232,579 8.5

Corporate bonds 58,308 5.5 45,983 5.7

Government bonds 34,660 4.2 41,290 4.5

Property 12,905 8.1 11,423 8.5

Cash 38,707 4.0 28,454 4.5

453,296 7.2 359,729 7.4

The expected rate of return on scheme assets was determined as the weighted average of the expected returns on the assets held by 
each of the schemes at 31 December 2010. The return attributed to each class of asset has been reached following discussions with the 
Group’s actuaries.

The latest full published actuarial valuations of the defined benefit schemes were carried out on the dates indicated below and were updated 
to 31 December 2010 by qualified independent actuaries.

Date of latest valuation

Amey Pension Scheme 5 April 2008

Amey OS Pension Scheme 5 April 2008

Railways Pension Scheme 31 December 2007

Citrus pension fund 31 March 2009

West Yorkshire Pension Fund 31 March 2007
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19.  Provisions for liabilities and charges

Onerous lease 
provision

Restructuring 
provision

Insurance 
reserve

Contract loss 
provision Total

£’000 £’000 £’000 £’000 £’000

At 1 January 2009 4,794 272 3,662 1,152 9,880

Charged to income statement - - 138 - 138

Credited to income statement (1,399) (272) - (1,149) (2,820)

At 31 December 2009 3,395 - 3,800 3 7,198

Charged to income statement - - 1,776 - 1,776

Credited to income statement (1,267) - - (3) (1,270)

At 31 December 2010 2,128 - 5,576 - 7,704

The onerous lease provision is in respect of property leases and is expected to be utilised over the remaining lease terms. The restructuring 
provision relates to costs incurred in respect of the Group’s ‘FutuReady’ reorganisation strategy. The insurance reserve represents claims 
made for which Amey Insurance Company PCC Limited is considered liable while the contract loss provision represents estimated future 
contract losses.

20.  Share capital

2010 2010 2009 2009

Number £’000 Number £’000

Authorised 
Ordinary shares of £1 each 4,000,000 4,000 4,000,000 4,000

Allotted, called up and fully paid 
At 1 January 2009, 31 December 2009 and at  
31 December 2010 3,676,768 3,677 3,676,768 3,677
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21.  Cash inflow generated from operating activities

2010 2009 
restated

£’000 £’000

Profit before tax from continuing operations 87,201 69,268

Adjustments for finance expenses

Finance income (46,468) (44,486)

Finance costs 44,792 49,507

(1,676) 5,021

Adjustments for non-cash movements

Depreciation of property, plant and equipment 6,849 6,555

Amortisation of intangible assets 7,656 8,188

Non-cash pension credit (88,492) (15,276)

Share of results of joint ventures (4,152) (7,446)

Profit on disposal of property, plant and equipment (139) (162)

Profit on part disposal of joint venture undertaking (1,658) -

Profit on part disposal of subsidiary undertaking - (4,174)

(79,936) (12,315)

Movement in working capital

Decrease (increase) in inventories 202 (778)

Decrease (increase) in receivables 50,585 (82,384)

Increase in payables 826 43,491

Increase (decrease) in provisions 506 (2,682)

Interest on financial assets - 4,889

 52,119 (37,464)

Cash flow generated from operating activities - continuing operations 57,708 24,510

2010 2009
restated

£’000 £’000

Profit before tax from discontinued operations 20,519 36,369

Adjustments for finance expenses

Finance income (4,800) (9,600)

Adjustments for non-cash movements

Share of results of joint ventures (13,984) (26,769)

Profit on part disposal of subsidiary undertaking (1,735) -

Cash flow generated from operating activities - discontinued operations - -

The 2009 cash flow generated from operating activities has been restated to reflect separately the cash flows from operations discontinued 
in 2010.
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22.	 Principal subsidiary undertakings, joint venture undertakings and jointly 		
		  controlled operations

Unless otherwise stated, all subsidiary undertakings are incorporated and operate in the UK and voting rights and interests in their Ordinary 
shares are 100% held through another subsidiary undertaking. All subsidiary undertakings have been consolidated.

Subsidiary undertaking Nature of business

Amey plc* Holding company

Amey Building Limited Building contractors 

Amey Community Limited Building support services

Amey Construction Limited Civil engineering

Amey Datel Limited Advanced passenger information systems

Amey Facilities Partners Limited Business support services

Amey Fleet Services Limited Specialist fleet support services 

Amey Group Information Services Limited Group IT services

Amey Group Services Limited Group central services

Amey LG Limited Highway management and maintenance

Amey Insurance Company PCC Limited** Captive insurance company

Amey Investments Limited Investment holdings

Amey IT Services Limited IT consultancy 

Amey LUL 2 Limited Sub-surface rail management services

Amey Mechanical and Electrical Services Limited Building support services

Amey OW Group Limited* Holding company

Amey OW Limited Professional services to highways market

Amey OWR Limited Professional services to rail market

Amey Programme Management Limited Asset and whole-life availability

Amey Properties Limited Group property investment

Amey Property Limited Building support services

Amey Public Services LLP (67%) Highway management and maintenance

Amey Rail Limited Rail services, management and maintenance

Amey Roads (North Lanarkshire) Limited (67%) Highway management and maintenance

Amey Services Limited Payroll services 

Amey Ventures Limited Bid management

Amey Ventures Asset Holdings Limited Investment holdings 

Amey Ventures Management Services Limited Investment management

Amey Wye Valley Limited (80%) Highways maintenance and other services          

JNP Ventures Limited Sub-surface rail management services

JNP Ventures 2 Limited Sub-surface rail management services

Sherard Secretariat Services Limited Company secretarial services

* 	 Investment held directly by the Company 
**	 Incorporated and operates solely in Guernsey



Amey UK plc — Annual Report and Financial Statements 2010

63

Notes forming part of the Group financial statements Amey UK plc — Annual Report and Financial Statements 2010

63

The Group’s joint venture undertakings and the proportion of equity held directly or indirectly are as follows:

Joint venture undertaking Nature of business % held 2010 % held 2009

ALC (FMC) Limited Operation of PFI asset management 
concession for the MOD

50.0 50.0

Amey Birmingham Highways 
Holdings Limited

Operations of PFI Highways concession in Birmingham 33.3 -

AmeyCespa Limited Waste management 50.0 -

Amey FMP Belfast Strategic Partnership 
Hold Co Limited

Managing development of schools and libraries in 
Northern Ireland

70.0 70.0

Amey Ventures Investments Limited Investment holdings 50.0 50.0

EduAction (Waltham Forest) Limited Education support services outsourcing 50.0 50.0

Integrated Bradford Fin Co One Limited Operation of PFI schools concession in Bradford 40.0 40.0

Integrated Bradford Hold Co Two Limited Operation of PFI schools concession in Bradford 6.0 6.0

Integrated Bradford LEP Limited Operation of PFI schools concession in Bradford 40.0 40.0

Integrated Bradford PSP Limited Operation of PFI schools concession in Bradford 50.0 50.0

Integrated Bradford SPV Two Limited Operation of PFI schools concession in Bradford 6.0 6.0

Tube Lines (Holdings) Limited PPP infrastructure maintenance and enhancement of 
the Jubilee, Northern and Piccadilly lines under 
PPP contract with London Underground Limited

- 66.7

The following joint venture undertakings, and the Group proportion of equity held, are held indirectly through Amey Ventures Investments 
Limited:

Joint venture undertaking Nature of business % held 2010 % held 2009

AHL Holdings (Manchester) Limited Operation of PFI street lighting concession 25.0 25.0

AHL Holdings (Wakefield) Limited Operation of PFI street lighting concession 25.0 25.0

ALC (Superholdco) Limited Operation of PFI asset management concession for the 
MOD

25.0 25.0

ALC (SPC) Limited Operation of PFI asset management concession for the 
MOD

25.0 25.0

Amey Belfast Schools Partnership Hold 
Co Limited

Operation of PFI schools concessions 50.0 50.0

Amey Lagan Roads Holdings Limited Operation of PFI highways concession in Northern 
Ireland

25.0 25.0

Amey Lighting (Norfolk) Holdings Limited Operation of PFI street lighting concession 50.0 50.0

E4 D&G Holdco Limited Operation of PFI schools concession in Dumfries & 
Galloway

42.5 42.5

Integrated Bradford Hold Co One Limited Operation of PFI schools concession in Bradford 16.6 16.6

Integrated Bradford SPV One Limited Operation of PFI schools concession in Bradford 16.6 16.6

RSP (Holdings) Limited Operation of PFI schools concession in Renfrewshire 17.5 17.5

Services Support (Avon and Somerset) 
Holdings Limited

Operation of PFI courts concession in Bristol 10.0 10.0
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22.	 Principal subsidiary undertakings, joint venture undertakings and jointly 		
		  controlled operations (continued)

Jointly controlled operations Address of principal place of business % held

Amey Lafarge Sherard Building, Edmund Halley Road, Oxford 70.0

Amey-Miller Edinburgh Schools design and build Miller House, Lochside View, Edinburgh 50.0

Amey-Miller Glasgow Schools design and build Miller House, Lochside View, Edinburgh 50.0

Amey-Miller Glasgow Schools lifecycle Newton House, Sauchiehall Street, Glasgow 50.0

AmeyColas Sherard Building, Edmund Halley Road, Oxford 50.0

AmeyMouchel Sherard Building, Edmund Halley Road, Oxford 75.0

Enhance Communications Telent Technology Services, Haywood Road, Warwick 40.0

All joint venture interests and jointly controlled operations are incorporated and operate in the UK. They are all held through another 
subsidiary undertaking. 

With the exception of EduAction (Waltham Forest) Limited and Amey Lagan Roads Holdings Limited (31 March), all joint ventures have 
financial periods ending on 31 December. Where a joint venture does not have a coterminous year end, interim financial statements have 
been prepared. 
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23.  Financial and capital commitments

2010 2009

£’000 £’000

Capital expenditure contracted for but not provided - 826

The Group is also committed to contributing subordinated loan capital of £47.4 million (2009: £18.4 million) to joint ventures between 2011 
and 2015.

Operating leases – lessee

The cash amounts payable over life of remaining lease period by year of cash outflow are as follows:

Land and 
buildings  

2010
Other  
2010

Land and 
buildings  

2009
Other  
2009

£’000 £’000 £’000 £’000

Within 1 year 7,623 9,198 10,304 1,715

In 2 to 5 years inclusive 21,143 12,194 24,065 7,949

After 5 years 11,759 183 14,187 712

40,525 21,575 48,556 10,376

Operating leases – lessor

Certain properties have been vacated prior to the end of the lease term. Where possible, the Group always endeavours to sub-lease such 
vacant space on short-term lets. The sub-lease rental income for the year to 31 December 2010 was £0.8 million (2009: £0.8 million).

The minimum rents receivable under these non-cancellable operating leases are as follows:

2010 2009

£’000 £’000

Within 1 year 348 660

In 2 to 5 years inclusive 1,392 1,392

After 5 years 2,088 2,436

3,828 4,488
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24.  Contingent liabilities 

The Group has issued performance bonds, indemnities and guarantees to certain third parties. The Directors consider the likelihood of a 
claim arising under these performance bonds, indemnities or guarantees to be remote.

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

The Group claims tax relief in Spain for the amortisation of goodwill arising on the acquisition of UK subsidiaries, as permitted under Spanish 
law. This law was subject to a challenge by the European Commission on competition grounds and has now been resolved in Spain’s favour 
in respect of acquisitions before December 2007. The claim to tax relief on goodwill has also been challenged by the Spanish tax authorities 
in the course of a routine tax audit. The disputed claim has been referred to the Audiencia Nacional (National Court) in Spain where the 
Group remains confident that the claim will be upheld. The total value of the net tax relief claimed up to 31 December 2010 is £53.0 million 
(2009: £40.0 million). The Directors have assessed the likelihood of the tax audit leading to any adjustment as remote. 

25.  Related party transactions

Joint ventures

Certain Group subsidiary undertakings hold contracts to design, build and in certain instances maintain and supply other services in relation 
to PFI projects for the joint ventures. The Group also receives interest income on loans to joint ventures. The Group had the following trading 
balances with the joint ventures at 31 December 2010:

Revenue
Interest receivable on loans 

with joint ventures

2010 2009 2010 2009

£’000 £’000 £’000 £’000

AHL Holdings (Manchester) Limited - 4,366 - 	 185

AHL Holdings (Wakefield) Limited - 2,592 - 	 146

ALC (Superholdco) Limited - - - 	 654

Amey Birmingham Highways Holdings Limited 58,491 - - 	 -

Amey FMP Belfast Strategic Partnership Hold Co Limited 397 410 34 	 21

Amey Lagan Roads Holdings Limited - 4,060 - 	 -

Amey Ventures Investments Limited 24,950 - 	 1,183 	 -

AmeyCespa Limited - - 	 247 	 -

E4 D&G Holdco Limited - 503 - 	 -

Integrated Bradford Hold Co One Limited - 14 - 	 282

Integrated Bradford LEP Limited 544 879 	 56 	 90

Integrated Bradford SPV Two Limited 123 1,134 - 	 -

RSP (Holdings) Limited - 194 - 	 510

Services Support (Avon and Somerset) Holdings Limited - 1,505 - 	 202

Tube Lines (Holdings) Limited 3,117 23,899 	 4,800 	 9,600

87,622 39,556 	 6,320 	 11,690
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Loan amounts outstanding 
with joint ventures

Net trading balance owed to 
(by) the Group

2010 2009 2010 2009

£’000 £’000 £’000 £’000

AHL Holdings (Manchester) Limited - - - 48

AHL Holdings (Wakefield) Limited - - - 32

Amey Birmingham Highways Holdings Limited - - 83 -

Amey FMP Belfast Strategic Partnership Hold Co Limited 219 179 208 108

Amey Ventures Investments Limited 12,109 7,912 2,878 1,480

AmeyCespa Limited 12,338 - 247 -

EduAction (Waltham Forest) Limited - - (700) (697)

Integrated Bradford Hold Co Two Limited - - 13 -

Integrated Bradford LEP Limited - - 182 150

Integrated Bradford PSP Limited 359 360 - -

Tube Lines (Holdings) Limited - 60,000 - 2,400

25,025 68,451 2,911 3,521
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25.  Related party transactions (continued)

Ferrovial, S.A. and its subsidiary undertakings

2010 2009

£’000 £’000

Income statement

Net operating expenses (10,180) (8,948)

Net finance cost (429) (386)

Net finance cost – Landmille Limited (3,165) (7,131)

(13,774) (16,465)

Balance sheet

Trade and other receivables

Non-current assets 111,168 106,639

Trade and other payables

Current liabilities (68,318) (64,543)

Current liabilities – Landmille Limited (39,636) -

Non-current liabilities – Landmille Limited - (148,780)

Net assets (liabilities) 3,214 (106,684)

The Group has been charged operating expenses and net finance costs by Ferrovial Servicios, S.A., the Company’s intermediate parent 
undertaking, which are disclosed above. The Group has also been charged finance costs by Landmille Limited, a subsidiary undertaking 
of Ferrovial, S.A. Unless stated otherwise, balances are with Ferrovial Servicios, S.A. and all balances above are as included in the Group 
balance sheet. Additionally, the Group received £6.2 million (2009: £1.3 million) from Ferrovial Servicios, S.A. in respect of tax losses. 

Balances with Ferrovial Servicios, S.A. and Landmille Limited are designated in euros. In 2010, the Group recorded a foreign exchange 
loss of £3.9 million (2009: £15.0 million gain) on its borrowings from, and a foreign exchange gain of £11.5 million (2009: £5.8 million loss) 
on its deposits with, Ferrovial, S.A. subsidiary undertakings. Borrowings from Landmille Limited and Ferrovial Servicios, S.A. are charged 
interest at the rate of six months EURIBOR plus 2.5%.

26.  Ultimate parent undertaking

The ultimate parent company and controlling party is Ferrovial, S.A., a company incorporated in Spain. Copies of the group financial 
statements of Ferrovial, S.A. can be obtained from:

Ferrovial, S.A. 
Príncipe de Vergara, 135 
28002 Madrid 
Spain
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Company balance sheet as at 31 December 2010

Company number 04736639 Note 2010 2009

£’000 £’000

Fixed assets

Investment in subsidiary undertakings 30 187,011 187,011

Current assets

Debtors:

 - amounts falling due within one year 7,360 4,870

 - amounts falling due after more than one year 111,168 136,479

32 118,528 141,349

Cash at bank and in hand 49 5,049

118,577 146,398

Creditors – amounts falling due within one year 33 (1,052) (965)

Net current assets 117,525 145,433

Total assets less current liabilities 304,536 332,444

Creditors – amounts falling due after more than one year 34 (29,356) (63,210)

Provisions for liabilities and charges 35 (47,290) (40,776)

Net assets 227,890 228,458

Capital and reserves

Called up share capital 36 3,677 3,677

Share premium account 37 153,134 153,134

Other reserves 37 61,887 61,887

Profit and loss account 37 9,192 9,760

Equity shareholders’ funds 37 227,890 228,458

The notes on pages 70 to 73 form part of these Company financial statements. The financial statements on pages 69 to 73 were approved 
and authorised for issue by the Board of Directors on 30 March 2011 and signed on its behalf by:

Mel Ewell 
Director 
30 March 2011
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Notes forming part of the Company financial statements 
for the year ended 31 December 2010

27.  Accounting policies

The Company financial statements have been prepared under the historical cost convention and in accordance with applicable UK Accounting 
Standards. The principal accounting policies, which have been applied consistently, are set out below.

Investment in subsidiary undertakings

Investments by the Company in the shares of subsidiary undertakings are stated at cost less any provision, where in the opinion of the 
Directors, there has been a permanent impairment in the value of any such investment.

Deferred tax

Deferred tax is recognised on all timing differences where the transaction or events that give rise to an obligation to pay more tax in the 
future, or a right to pay less tax in the future, have occurred by the balance sheet date. Deferred tax assets are recognised when it is more 
likely than not that they will be recovered. Deferred tax is measured using rates of tax that have been enacted or substantively enacted by 
the balance sheet date.

Foreign currency

Transactions entered into by the Company in a currency other than the currency of the primary economic environment in which it operates 
(its ‘functional currency’) are recorded at the rates ruling when the transactions occur. Foreign currency monetary assets and liabilities are 
translated at the rates ruling at the balance sheet date. Exchange differences arising on the retranslation of unsettled monetary assets and 
liabilities are recognised immediately in the profit and loss account.

28.  Employees

The Company had no direct employees in 2010 or 2009. No costs of Amey Services Limited were recharged to the Company in 2010 or 2009.

29.  Directors 

Details of the remuneration of the Company’s Directors and of the highest paid Director are outlined in note 6 of the Group’s financial 
statements.

30.  Investments in subsidiary undertakings

£’000

At 1 January 2010 and 31 December 2010 187,011

31.  Principal subsidiary undertakings

The principal subsidiary undertakings of the Company are disclosed in note 22 of the Group financial statements. Except for Amey plc 
and Amey OW Group Limited, all subsidiary undertakings are held through other subsidiary undertakings. Their activities are described in 
the Report of the Directors.
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32.  Debtors

2010 2009

£’000 £’000

Amounts falling due within one year

Tax debtor 7,332 4,815

Other debtors 28 55

7,360 4,870

Amounts falling due after more than one year

Amounts due from subsidiary undertakings - 29,840

Amounts due from Ferrovial Servicios, S.A. 111,168 106,639

111,168 136,479

118,528 141,349

33.  Creditors – amounts falling due within one year

2010 2009

£’000 £’000

Amounts due to subsidiary undertakings 444 140

Other creditors 18 27

Accruals 590 798

1,052 965

34.  Creditors – amounts falling due after more than one year

2010 2009

£’000 £’000

Bank loans repayable:

	 - in more than 1 year but not more than 2 years 29,356 -

	 - in more than 2 years but not more than 5 years - 63,210

29,356 63,210

35.  Provisions for liabilities and charges

Deferred tax 2010 2009

£’000 £’000

At 1 January 2010 40,776 30,809

Deferred tax charged to the profit and loss account 6,514 9,967

At 31 December 2010 47,290 40,776

The deferred tax provision of the Company relates to timing differences which are reversed on consolidation.
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36.  Share capital

2010 2010 2009 2009

Number £’000 Number £’000

Authorised

Ordinary shares of £1 each 4,000,000 4,000 4,000,000 4,000

Allotted, called up and fully paid

Ordinary shares of £1 each  
At 1 January 2010 and at 31 December 2010 3,676,768 3,677 3,676,768 3,677

37.  Reconciliation of movements in shareholders’ funds 

Share  
capital

Share  
premium

Other 
reserves

Profit and 
loss account

Total  
2010

Total  
2009

£’000 £’000 £’000 £’000 £’000 £’000

At 1 January 2010  3,677 153,134 61,887 9,760 228,458 239,626

Retained profit - - - 99,432 99,432 8,832

Dividends paid - - - (100,000) (100,000) (20,000)

At 31 December 2010 3,677 153,134 61,887 9,192 227,890 228,458

Other reserves relate to a capital contribution made by the Company’s intermediate parent undertaking, Ferrovial Servicios, S.A. 

The Company is not publishing a separate profit and loss account, as permitted by Section 408 of the Companies Act 2006. The profit for 
the financial year of the parent undertaking dealt with in the Group financial statements was £99.4 million (2009: £8.8 million).

38.  Financial and capital commitments

The Company had no financial or capital commitments at 31 December 2010 or 31 December 2009.

39.  Contingent liabilities

The Company has guaranteed certain performance bonds and borrowings of certain subsidiary undertakings. The Directors consider the 
likelihood of a claim arising under these performance bonds or borrowings to be remote. Losses for which no provision has been made 
in these financial statements, which might arise from litigation in the normal course of business, are not expected to be material in the 
context of these financial statements.

The Company claims tax relief in Spain for the amortisation of goodwill arising on the acquisition of UK subsidiaries, as permitted under 
Spanish law. This law was subject to a challenge by the European Commission on competition grounds and has now been resolved in 
Spain’s favour in respect of acquisitions before December 2007. The claim to tax relief on goodwill has also been challenged by the Spanish 
tax authorities in the course of a routine tax audit. The disputed claim has been referred to the Audiencia Nacional (National Court) in Spain 
where the Company remains confident that the claim will be upheld. The total value of the net tax relief claimed up to 31 December 2010 
is £53.0 million (2009: £40.0 million). The Directors have assessed the likelihood of the tax audit leading to any adjustment as remote. 

40.  Related party transactions 

The Company is a wholly owned subsidiary undertaking of the group headed by Ferrovial, S.A. and has taken advantage of the exemption 
conferred by FRS 8 (Related Party Disclosures) not to disclose transactions with Ferrovial, S.A. or other wholly owned subsidiary undertakings 
within the Ferrovial, S.A. group.
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41.  Cash flow statement

The Company has taken advantage of the exemption conferred by FRS 1 (Cash Flow Statements) not to prepare a cash flow statement 
on the basis that the Company’s results are included in the Group financial statements of Ferrovial, S.A., the Company’s ultimate parent 
undertaking, whose financial statements are publicly available.

42.  Ultimate parent undertaking

The ultimate parent undertaking and controlling party is Ferrovial, S.A., a company incorporated in Spain. Copies of the group financial 
statements of Ferrovial, S.A., which is the parent of the largest group of which the Company is a member, can be obtained from:

Ferrovial, S.A. 
Principe de Vergara, 135 
28002 Madrid 
Spain

Copies of the Group financial statements of Amey UK plc, which is the parent of the smallest group for which group financial statements 
are prepared and of which the Company is a member, can be obtained from:

Amey UK plc 
The Sherard Building 
Edmund Halley Road 
Oxford OX4 4DQ
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