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Road Management Services {Darnngton) Holdings Limited

Directors' Report
For the year ended 31 December 2012

The directors present their report and the financial statements for the year ended 31 December 2012
Directors’ responsibilities statement

The directors are responstble for preparing the Directors’ report and the financial statements in accordance with
applicable law and regulanons

Company law requires the dircctors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements 1n accordance with Unuted Kingdom Generally Accepted
Accounting Practice (Unsted Kingdom Accounnng Standards and applicable law) Under company law the
directors must not approve the financial seatements unless they are sansfied thar they give a true and fair view of
the state of affairs and of the profit or loss of the group for that peniod In prepanng these financial statements,
the directors are required to

. sclect swtable accounung policies and then apply them consistendy,
. make judgments and accounung esumates that are reasonable and prudent,
. state whether applicable UK Accounting Standards have been followed, subject to any material departures

disclosed and explaned in the financal statements,

. preparc the finanaal statements on the going concern basis unless 1t 1s inappropriate to presume that the
group will continue in business

The directors are responsible for keeping adequate accoununy records that are sufficient to show and explain the
group's transacttons and disclose with reasonable accuracy at any time the financial posiion of the company and
the group and enable them to ensure that the financral statements comply with the Companies Act 2006 They are
also respunsible for safeguarding the assets of the company and the group and hence for taking reasonable steps
for the prevenuon and detecuon of fraud and other irregulanues

The directors confirm that

* 50 far as each director 1s aware, there ts no relevant audit informanon of which the company’s auditor 15
unaware, and

* the directors have taken all the steps that they cught to have taken as directors in order to make themselves
aware of am relevant audit informanon and to establish that the auditors are aware of that informaton

The directors are responsible for the maintenance and inegney of the corporate and financial informauon
included on the company’s website Legislanon 1n the United Kingdom governing the preparaton and
disseminauen of financal statements may differ from legislanon in other junsdicuons

Principal activities

On 13 February 2003, Road Management Services (Darringron) Limited, a 100% subsidiary, entered 1nto a design,
build, finance and operate (DBFO) contract with the Secretany of State for the Environment, Transport and the
Regions to upgrade the 53km secuon of the A1(M) in Yorkshire from Darnngton to Dishforth

The new construction works compnsed two major schemes to upgrade the road to motorway standard

The first scheme was the improvement of the Al between Darringion and Hook Moor, the juncton with the M1
and 1s referred to as the A1 Ferrybndge to Hook Moor Scheme The exisung dual two lane all-purpose trunk
road has been upgraded to a dual three lane motorway constructed to a new alignment, amounang to 16 Skm,

by passing the communities of Knotungley, Ferrybndge, Brotherton and Fauburn
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Road Management Services (Damngton) Holdings Limited

Directors' Report
For the year ended 31 December 2012

A new junction, Holmficld Intcrehange, has been buile between the AT(Mj and the M62, located to the north-west
of Wentchff Hill and to the north of Pontefract, close to Ferrybridge Power Station The interchange caters for six
of the possible eight movements between the proposed motorway and the M62 The two movements not
accommodated are the M62 westbound to Al southbound and A1 northbound to M62 eastbound Both of these
movements continue to utlise the exisung M62/A1 Juncuon 33 at Fernbndge Duc to free-flow design many of
the link roads pass over or under link roads as well as the two motorways, resulting in the need for seven bndges
with an addinonal two 1o allow the motorway to cross adjacent side roads

The scheme also includes works to de-trunk parts of the exisung Al trunk road, some of which have become two-
lane single carnageway roads, handed back to the local highway authority

The sceond sehame was to upgrade the cxisung Al motornway standard beeween Wetherbs and Walshford on a new
alignment, amountnyg to 5 3km of new road to the cast of the extsung road The motorway 1s typically dual three
lane standard except for a short length of twao lane standard at the southbound ve-in with Wetherby Bypass which
was upgraded to 3 lane and completed 1n July 2009 The previous Al has been retained for local access purposes
and was de-trunked and handed back to the local highway authoney

Business review

The group conunues to mamntan the whole works and will conunue tw do so 1n accordance with the requirements
of the DBFO contract for the remainung term of the concession

Commencing on 7 Mav 2003 and for 2 period of 33 years, the group 1s recetving annual Congesnon Management
Payments for carrying out the operation and mamtenance of the roads to the sansfactnon of the Highways Agenc

Three key performance indicators are used to measure the performance of the group

1 The maximisaton of the revenue from the Congesuon Management Payments, which require the traffic to
be moving at a mimimum of 90 kidlometres per hour

2 The achievernent of cash flow targets as set outin the annual budgets At the year end the actual cash
balance exceeded 1ts target

3 The maintenance of the shareholders' internal rate of recurn as projected in the financial models which are
produced on a regular basis A recends updated financial medcl shows sufficient levels of cash flow for the
company to meet Its financial obligatons to its creditors and to mamtain returns to sharcholders

Fleven other performance indicators are measured on a monthly basis while a further seventeen are measured either
quarterly or annually Each performance target has mmmum performance levels and all of these were cither
matched or improved in the year They cover a broad range of subjects including responsc wmes, health and safery,
network avatlability and traffic monitoring

Results and dividends

The profit for the year, after taxauon, amounted to £3,154,000 (2011 - £3,757,000)

Profic 15 considered to be a Key Performance Indicator for the group and conunues to be recognused in accordance
with the groups financial model

The directors have paid a dividend of £2,653,860 (2011 £1,017,749)
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Road Management Services (Darrington) Holdings Limited

Directors' Report
For the year ended 31 December 2012

Directors
The directors who served durning the vear were

N Rac

D W Bowler

L J Henry

A Matthew (resigned 22 May 2012)

P McCulloch {resigned 22 May 2012)

C A Snart

S | Usher (resigned 26 March 2013)

P J Dodd (appotnted 22 May 2012)

B | Wynne-Simmons (appointed 22 May 2012)

Principal risks and uncertainties

Risk managernent policy

The nsk management policy of the group 1s designed to idenufy and manage nsk at the earliest possible pomt

The group keeps a derailed nisk register which 1s formally reviewed by the board on a bi-annual basis The
principal nsks and uncertainues facing the company are broadly grouped as financial instrument and legislanve rnisk

Legslative nsk

The group faces legislative risks such as any matters which would matenally increase the flow of traffic on the
roadway through restricuons placed on traffic movements on any aliernauve routes, a policy which forces traffic
onto this roadway or by major developments in the locality which increases traffic volumes, which could adversely
impact the group 2s a result of potenual pentahities or reduced recognised revenue These risks are managed by close
monitoring by management of significant developments and maintaining an awareness regarding exposure to
penalues

Financial instruments nisk

The principal risk facing the group 1s the nabilig to meet its obligations in respect of interest and pancipal
repavments on the bonds and European Investement Bank ("EIB") loan A Financial Guarantee provided by
Ambac Assurance UK Limited {"Ambac") ts in place to manage this nsk Under the terms of the Guarantee, Ambac
unconditionally and irrevocably agrees to pay all sums due and payable by the group in the event that the group fails

to pay

The group's exposure to price tisk, credit nsk, interest rate nisk and hquidity risk s detalled below and further
detailed in Note 24

Future developments
L]
The directors do not antucipate any change i the Company's activities
Financial instruments
Details of the group's financial nsk management objectives and pohaes are included in note 24 1o the accounts

Going Concerri

Based upon the group’s profitabiiny for the year, which saw the connnued recognition of profits 1n accordance with
its financial model, the directors behieve that the group 1s well placed to manage 1ts business risks successfully
despite the current uncertain economic outlook
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Road Management Services (Rarnngton) Holdings Limited

Directors' Report
For the year ended 31 December 2612

The Board acknowledges that Ciubank are no longer classified as a "quahfying” bank (as defined wathin the loan
facihty agreement) in respect of the Evropean Investment Bank ("EIB"™) loan due to the downgrading of 1ts raung
Furthermore the AMBAC ranng was also downgraded in November 2008 and Apoil 2009 (to below BBB) These
create uncertainty due to the nisk that FIB may request that these insttutions are replaced  Given the continued
discusstons with EIB and wording within the loan facility agreement, the directors are assurcd that adequate
safeguards are n place to enable this funding to reman 1n place for the foreseeable future The Board believes 1t1s
therefore appropnate to continue to adopt the going concern basis in prepanng the financaial statements of the

group
Provision of information to auditor

Fach of the persons who ate ditectors at the ume when this Directors' report 1s approved has confirmed that

. so far as that director 1s aware, thete 1s no relevant audit information of which the company and the group's
auditor 15 unaware, and

. that director has taken all the steps that ought to have been taken as a director in order to be aware of any
information needed by the company and the group's auditor in connecton with prepanng 1ts report and 1o
cstablish that the company and the group's auditor 15 awarc of that informauon

Auditor

Under secaon 487(2) of the Companies Act 2006, Grant Thornton UK LLP will be deemed to have been
reappotnted as auditor 28 days after these financial statements were sent to members or 28 days after the larest
date prescribed for filing the accounts with the registrar, whichever s earlier

Injurious affection (third party) claims

The group has recenved claims from third parues in respect of noise and nuisance caused by the new road, operated
as part of the DBFO contract, for which it has made a provision, represenung the directors’ current assessment of
the likely amount to sette these claims and associated costs, fees and interest, as deseribed m note 16 Should

claims eventtually exceed the amount provided, this would adversely impact the group

This report was apfproved by the board and signed on its behalf

PJ Dodd

Dircctor

Date 21 [OS ) 2013
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o GrantThornton

Independent Auditor's Report to the Members of Road
Management Services (Darrington) Holdings Limited

We have audited the financial statements of Road Management Services (Darnngton) Holdings Limuted for the year
ended 31 December 2012, which comprnise the consolidated Profit and loss account, the conselidated and company
Balance sheets, the consohdated Cash flow statement, the Reconcihanon of Net Cash Flow Movement in Net
Funds/Debt and the related notes The finanaial reporung framework that has been apphed in their preparaton 1s
applicable law and Uruted Kingdom Accounting Standards (Untted Kingdom Generally Accepted Accounung
Practice)

This report 1s made solely to the group's and of the parent company's members, as a body, in accordance with
Chapter 3 of Part 16 of the Compantes Act 2006 Our audit work has been underraken so that we mighe state to the
group's and of the parent company’s members those matters we are required o state to them in an Auditor's report
and for no other purpose To the fullest extent permutted by law, we do not accept or assume responsibility to
anyone other than the company and the group's and of the parent 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 auditor

As explamed more fully in the Directors’ responsibilines statement, the directors are responsible for the preparanon
of the financial statements and for being satisfied that they give a true and fair view Qur responsibibity 15 to audic
and express an opinion on the financial statements 1n accordance with applicable law and Internattonal Standards on
Audiung (UK and Ircland) Those standards require us to comply with the Audiung Pracuces Board's (APB's)
Ethical Standards for Auditors

Scope of the audit of the financial statements
A desenipuon of the scope of an audit of financial statements 1s provided on the Audiing Pracuces Board's website
at www fre arg uk/aph/scope/private cfim

Opinion on financial statements
In our opiruon the financial statements

. give a truc and fair view of the state of the group's and of the parcnt company's affairs as ac 31 December
2012 and of the group's profit for the vear then ended,

. have been properly prepared 1n accordance with Unuted Kingdom Generally Accepted Accounting Pracuce,
and
. hawve been prepared mn accordance with the requirements of the Compares Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opinton the mnformaton given in the Directors' report for the financial year for which the financal
statements are prepared 1s consistent with the financial statements
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o GrantThornton

Independent Auditor’'s Report to the Members of Road
Management Services (Darrington) Holdings Limited

Matters on which we are required to report by exception

We have nothing to teport in respect of the following matters where the Compantes Act 2006 requires us ta report
to you if, 1n our opinion

. adequate accounung records have not been kept by the parent company, or returns adequate for our audit

have not been recewved from branches not visited by us, or

. the parent company financial statements are not 1n agreement with the accounung records and rerurns, or
. certain disclosures of directors’ remuneraton specified by law are not made, or
. we have not recetved all the informanon and explanatons we require for our audit

{ark Cardiff
Sentor statutory auditor
for and on behalf of Grant Thornton UK LLP
Chartered Accountaats, Statutory Auditor
l.ondon (Euston)

Dae 22 ‘4‘7 2o/ §
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Road Management Services (Darnington) Holdings Limited

Consolidated Profit and Loss Account
For the year ended 31 December 2012 '

Note
Turnover 1,2
Adminstranve expenses
Operating profit
Interest recervable and simular income
Interest payable and sumilar charges
Profit on ordinary activities before taxation
Tax on profic on ordinary acuvities 8
Profit for the financial year 18

All amounts relate to CONUAUING OPEranons

2012 2011
£000 £000
27,223 33,627
(6,051) (7,513)
21,172 26,114
348 428
(17,970) (22,155)
3,550 4,387
(397) (630)
3,153 3,757

There wete no recognised gains and losses for 2012 or 2011 other than those included tn the Profit and loss

account

The notes on pages 11 1o 28 form part of these financial statements
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Road Management Services (Darnngton) Holdings Limited
Registered number: 04612245

Consolidated Balance Sheet
As at 31 December 2012

Note

Fixed assets
Tangible assets 9
Current assets
Dcbtors i1
Investments 12
Cash at bank and in hand
Creditors amounts falling duc withun one

year 13
Net current assets
Total assets less current hiabilities
Creditors amounts falling due after more

than onc year 14
Provisions for ltabilities
Deferred tax 15
Other prowisions 16
Net assets
Capital and reserves
Called up share capital 17
Profit and loss account 18
Shareholders' funds 19

2012
£000 £000
219,468
42,115
1,718
15,988
59,821
(10,866)
48,955
268,423
(250,368)
(5,619)
(59)
(5,669)
12,386
520
11,866
12,386

£000

38,564
1,719
18,203

58,480

(11,603)

(5,254)
(633)

2011
£000

222,320

46,883

269,203

(251,429)

(5,887)

11,887

520
11,367

11,887

The financial stajements were approsed and authorised for issue by the board and were signed on 1ts behalf by

PJ Dodd
Director

Date 2 \OS \2013

The notes on pages 11 to 28 form part of these financial statements
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Road Management Services (Darrington) Holdings Limited

Registered number: 04612245

Company Balance Sheet

As at 31 December 2012

Fixed assets

Investments

Cutrent assets
Decbtors

Creditors amounts falling due within one
year

Net current assets

Total assets less current liabilities

Creditors amounts falling due after more
than one year

Net assets

Capital and Reserves
Called up shatc capital

Shareholders' funds

PJ Dodd

[Director

Date 2\ '05, 20'3

Note

10

11

13

14

17

19

£000

24,127

(9,377)

The notes on pages 11 to 28 form part of these financial statements

2012
£000

525

14,750

15,275

(14,755)

520

520

520

£000

24,877

(9.471)

2011
£000

un
N
wun

15,406

15,931

(15,411)

520

ere approved and authorised for 1ssue by the board and w ere signed on 1ts behalf by
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Road Management Services (Darrington} Holdings Limited

Consolidated Cash Flow Statement
For the year ended 31 December 2012

Net cash flow from operaong acuviues
Returns on mvestments and scrvieing of finance
Taxation

Equiey dividends paid

Cash inflow before management of liqutd resources and
financing

Management of liquid resources

Financmg

(Decrease)/Increase 1n cash 1n the year

Note

21
22

22
22

Reconciliation of Net Cash Flow to Movement in Net Debt

For the year ended 31 December 2012

(Decrease)/Increase m cash in the year

Cash (inflow}/outflow from (increase)/decrease in iquid
rcsources

Cash outflow from dccrease in debt and lease financing

Change 1n net debt resulung from cash flows

Other non-cash changes

Movement in net debt 1n the year
Net debtat 1 January 2012

Net debt at 31 December 2012

The notes on pages 11 to 28 form part of these financial statements

22
22

23

23

2012 2011
£000 £000
19,673 22,385
(9,191) (9,435)
(32) -
(2,654) (1,018)
7,796 11,932
1 (21)
(10,012) (10,681)
(2,215) 1,230
2012 2011
£000 £000
(2,215) 1,230
8)) 21
10,012 10,681
7,796 11,932
(8,430) (12,293)
(634) (361)
(240,338) (239,977)
(240,972) (240,338)
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Raad Management Services (Darrington) Holdings Limited

Notes to the Financial Statements
For the year ended 31 December 2012

1. Accounting Policies |

11

1.2

1.3

1.4

15

16

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convenuon and 11 accordance
with applicable accounting standards As discussed in the directors report, the Board beheves it is
appropriate to contnue to adopt the going concern basis in preparing the financial starements of the

group

Basis of consolidation

The group financial statements comprise a consolidatuon of the accounts of the Company and all its
subsidiaries for the year ended 31 December 2012 The results of compantes acquired or disposed of
(where applicable) are consolidated from the effective date of the aquisinon or the effecuive date of
disposal The Company has no assoctates or jomnt ventures

Turnover

Turnover compnscs revenue recognised by the company m respect of goods and scrvices supplied
during the vear, exclusive of Value Added Tax and trade discounts

Turnover 1s recognised to reflect the value of services provided through applving a margin on the
expenditure incurred over the bife of the contract (including operaung costs, depreciauon and net
finance costs), this margin being reviewed annually by reference to the nisk related to the contracts stage
of completion and an assessment of overall contract margin antcipated over 1ts 33 year hfe No margin
has been recogmsed duning the construction phase of the concession contract

FRS 5 Application Note F 'Private Finance Inmtratve and Simular Contracts'

In accordance with the requirements of FRS 5 Applicanon Note F "Private Finance Initiacs e and
similar Contracts', 1t has been determined that the balance of risks and rewards denived from the
undetlying asset 1s borne by the compam and, accordingly, the asset created under the contract has
been accounted for as a fixed asset

Tangible fixed assets and deprecianon
Tangible fixed assets are stated at cost less deprecianon  Deprecianon 1s provided at rates calculared to

write off the cost of fixed assets, less thetr csumated residual value, over therr expected uscful lives on
the following bascs

L/Term Leasehold Properg - over 30 years

Plant & machinery - over 5 to 15 years

Roadway - on the annwity basis over remaining period of concession
contract

The annuity basis ts deemed to be the most approprate systemauc basis of depreciavon, reflecting the
consumpuon of the roadways economic benefit by the group, over 1ts econormmc hfe

Investments

Invesuments 1n subsidiaries are valued at cost less provision for impairment
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Road Management Services (Darnngton) Holdings Limited

Notes to the Financial Statements
For the year ended 31 December 2012

1.

Accounting Policies (continued)

17

Deferred taxation

Full provision 15 made for deferred tax assers and habilines ansing from all imung differences between
the recogniuon of gamns and losses in the financial statements and recogiton in the tax computaton

A net deferred tax assct 1s recogmsed only 1f it can be regarded as more likely than not that there will be
suttable taxable profits from which the future reversal of the underlymg uming differences can be

deducted

Decferred tax asscts and liabiliues arc caleulated at the tax rates expected to be effective at the ume the
uming cifferences are expected to reverse

Deferred tax assets and habilhines are not discounted
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Road Management Services {Darnngton) Holdings Limited

Notes to the Financial Statements
For the year ended 31 December 2012

1.

Accounting Policies (continued)

18 Financial Instruments

Finanaial babthues and equity instruments are classified according to the substance of the contracrual
arrangements entered into An equury instrument 1s any contract that evidences a residual interest in the
assets of the enuty after deducung all of 1ts financial habihues

Where the contractual obligations of financial instruments (including share capital) are equivalent to a
similar debt instrument, those financial instruments are classed as financial habilittes Financtal habihiies
are presented as such in the balance sheet Finance costs and gains or losses relatung to financial
liabtliues are inciuded 10 the profic and loss account Finance costs are caleulated so as to produce a
constant rate of return on the outstancing habihiry

Where the contractual terms of sharc caprral do not have any terms meeting the definition of a financial
liability then this is classed as an cquiny instrument Dividends and distibutions relaung to equity
mstruments are debired direct to equny The group and parent company financial satements comply
with the requirements of FRS 26 "Financial instruments recogninon and measurement”

Interest bearing loans and borrowngs

Index-hnked bonds and loans are recogrused i the group and parent financial statements accordance
with FRS 26, Applicatton Guidance 7 All index-linked bonds and loans are recognised imually ar an
amount equal to the principal payable on matnty After imtnal recogninon, penodic re-esumaton of
cash flows to reflect movements of interest rates are apphed using an cffecuve interest rate

Otber nterest-bearing loans and borrowmgs
Allloans and borrowings are recognised 1mually ar the fair value of the consideranon recerved, net of
tssue costs assoctated with the borrowing

After imual recogrution, nterest-bearing loans and borrowings are measurcd at amortised cost using
the effective interest method Gains or losses are recognised 1n the profit and loss account when
liabthties are detecogrused or impaired, as well as through the amorusavon process

Embedded dersvatives

Embedded denvauves are separated from thewr host contrace and are recorded immediarcly 1n the profit
and loss account when their economic characterisucs and risks are not closely telated to the host
contract and the hybrd instrument ttself 1s not measured at fair value

Investmenis

All mvesunents are imually recorded ac the fair value of the consideration given and including
acqusition costs associated with the investment All purchases and sales of investments are recognused
using trade date accounung

Trade and other debtors

Trade and other debrors are measured imually at fair value, and subsequent to imnal recognition at
amortsed cost using the effecuve mterest micthod, less provision for impairment Any change in thar
value through impairment or reversal of impairment 1s recogrused through the profit and loss account

Cash and cash equivalents

Cash and cash cquivalents are included 1n the balance sheer at cost Cash and cash cquivalents compnse
cash at bank and 1n hand and short term deposits wath an onginal matunity of three months or less

Page 13




Road Management Services (Darnngton) Holdings Limited

Notes to the Financial Statements
For the year ended 31 December 2012

2. Turnover

The whole of the turnover 1s attributable to the one principal acuvity of the group

All urnov er arose within the United Kingdom

3. Operating profit

The operaung profit ts stated after charging

Deprecianon of rangible fixed assets

- owned by the group

4. Auditors® remuneration

Fees payable to the company's auditor and s associates for the audit
of the compani's annual accounts
Fees payable to the company's auditor and tts assocates 1n respect
of
The auditing of accounts of associaes of the company
Taxanon complance services
All assurance services not included above

5. Staff costs

The company has no cmployees other than  the directors, who
remuneration (2011 - FNIL)

6. Interest receivable

Other loan interest recervable
Bank intcrest recervable

2012
£000

2,852

2012
£000

did

2012
£000

70
278

348

2011
£000

2,625

2011
£000

not recave any

2011
£000

141
287

428
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Road Management Services (Darnngton) Holdings Limited

Notes to the Financial Statements
For the year ended 31 December 2012

7. Interest payable

2011
L000
19,902
2253

2012

£000

Interest payable on bank borrowing 15,818
Interest payable on sharcholder loans and other finance charges 2,152
17,970

22,155

The Furopean Investment Bank (EIB) loan instrument incorporates an embedded dertvauve i the form of
stcp up interest pavable 1f the credit rating of the guarantor falls below a certamn grading For the EIB loan,
the AMBAC raung downgrade in November 2008 and Apnl 2009 (to below BBB), has led to addiuonal
interest charges of () 45% and () 85% respectively Management consider the embedded derivauve in this case

15 likely to be closely related to the host loan payable and so would not be separated

2011
£000

1,279
(585)
©3)

31

630

8. Taxation
2012
£000
Analysis of tax charge in the year
Deferred tax
Onginaton and reversal of trmng differences - losscs 397
Lffect of increased tax rate on opening habiliry -
Timing differences -
Prior year deferred rax charge on consoruum relief -
Total deferred tax (see note 13) 397
Tax on profit on ordinary acuvities 397

630

Factors affecting tax charge for the year

The tax assessed for the year 1s lower than (2011 - lower than) the standard rate of corporaven tat in the UK

of 24 5% (2011 - 26 5%) The differences are explained below

2011
£000

4,387

2012
£000
Profit on ordinary acuvities before tax 3,550
Profit on ordinary acuvines muluplied by standard rate of
corporation tax in the UK of 24 5% (2011 - 26 5%) 870
Effects of
Capital allowances for year in exeess of depreciauon 93
Unlisauon of rax losses (963)

Current tax charge for the year (see note above) -

1,163

93
(1,256)
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Road Management Services (Darrington) Holdings Limited

Notes to the Financial Statements
For the year ended 31 December 2012

8. Taxation (continued)

Factors that may affect future tax charges

There were no factors that may affect future tax charges

9. Tangible fixed assets

L/Term Road
Leasehold Plant & Construction
Property machinery Costs Toual
Group £000 £000 £000 £000
Cost
At 1 January 2012 and 31
December 2012 201 269 235,003 235,473
Depreciation
At 1 January 2012 34 269 12,850 13,153
Charge for the year 7 - 2,845 2,852
At 31 December 2012 41 269 15,695 16,005
Net book value
At 31 December 2012 160 - 219,308 219,468
At 31 December 2011 167 - 222,153 222320

The concesston to operate the roadway has been acquired from the Highways Agency for a period of 33
vears Expenditure on improvements to the roadway 1s reflected in the roadway concession asset and includes

net capitalised finance costs up to the date of complenen of /31,524,000 (2011 31,524,000)

10. Fixed asset investments

Company

Cost or valuation

Ar I January 2012 and 31 December 2012

Net book value
At 31 December 2012

At 31 December 2011

Investments
in subsidiary
companies

£000

525

525

525
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Road Management Services {Darrington)} Hoidings Limited

Notes to the Financial Statements
For the year ended 31 December 2012

11.

12,

13.

Debtors

Due after more than one year

Amounts owed by group undertakings

Due within one year

Trade debtors
Amounts due from loans to shareholders
Prepayments and accrued income

Current asset investments

Listed investments

Group lhisted investments

Group Company
2012 2011 2012 2011
£000 £000 £000 £000
- - 14,755 15,411
2,639 21 - -
9,375 0,485 9,000 9,078
30,101 29,058 372 388
42,115 38,564 24,127 24 877
Group Company
2012 2011 2012 2011
£000 £000 £000 £000
1,718 1,719 - -

The market value of the listed mvestments at 31 December 2012 was £1,718,000 (2011 £1,719,000)

Company listed mvestments

The market value of the listed investments at 31 December 2012 was /NIL (201 £NIL)

Creditors:
Amounts falling due within one year

Bank loans

Tradc creditors

Loan from subsidiary undertaking
Social security and other taxes
Other creditors

Accruals and deferred income

Group Company

2012 2011 2012 2011

£000 £000 £000 £006
8,310 8,831 - -
50 50 - ,

- - 9,000 9,078
549 558 - -
1,027 1,043 377 393
930 1,121 - .
10,866 11,603 9,377 9,471
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Road Management Services (Darrington) Holdings Limited

Notes to the Financial Statements
For the year ended 31 December 2012

14. Creditors:
Amounts falling due after more than one year

Group Company
2012 2011 2012 2011
£000 £000 £000 £000
Bank loans 250,368 251,429 14,755 15,411
Included within the above are amounts falling duc as follows
Group Company
2012 2011 2012 2011
£000 £000 £000 4000
Between one and two years
Bank loans 6,776 7,120 655 655
Between two and five years
Bank loans 23,107 21,33 1,965 1,965
Over five years
Bank loans 220,485 222978 12,135 12,791
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Read Management Services (Darrington) Holdings Limited

Notes to the Financial Statements
For the year ended 31 December 2012

14.

15.

Creditors:
Amounts falling due after more than one year (continued)

Creditors include amounts not wholly repayable within 5 years as follows

Group Company

2012 2011 2012 2011

£000 £000 £000 £000

Repayable by instalments 220,485 222978 12,135 12,791

Loans due in greater than one year include the following

£126,040,000 Secured Guaranteed Sterling Index Linked Bond due 2035, listed on the London Stock
Exchange, with a coupon rate of 2 8332% per annum index hnked, repayable tn six monthly tnstalments
commencing 31 March 2007

£112,152,000 European Investment Bank at 2 coupon rate of 2 3774% per annum index hinked, repayable in
six monthly instalments commencing 31 March 2007

The Bond and EI1B lean are secured by charges and assignments in favour of the group and over all the
assets of Road Management Services (Darringron) Limited

The group's bonds and bank loan have the benefit of an uncondinonal and irrecoverable financial
guarantee as to all payments of interest and prineipal 1ssued, by the monohine insurer AMBAC

The loans falling due m greater than one year are shown net of unamorused loan 1ssuc expenses of
£1,923,000 2011 £2,115,000)

Subotdinated debt facility of £18,339,950 provided by the shareholders in equal amounts Repavable 1n six

monthly instalments commencing on 31 March 2008 over the period to the end of the concesston
agreement Interest 1s charged ac 10%

Deferred taxation

Group Company

2012 2011 2012 2011

£000 £000 £000 4000
At beginming of year 5,254 4,655 - -
Charge for the vear 365 599 - -
At end of year 5,619 5,254 - -
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Road Management Services {Darrington) Holdings Limited

Notes to the Financial Statements
For the year ended 31 December 2012

15. Deferred taxation (continued)

The provision for deferred taxanun 15 madc up as follows

Group Company
2012 2011 2012 2011
£000 £000 £000 £000
Accelerated capital allowances 6,765 7,449 - -
Tax losses broughr forward (1,146) (2,195} - -
5,619 5,254 - -
16. Provisions
Claims
provision
Group £000
At 1 January 2012 633
Release of provision (583)
At 31 December 2012 50

Claims provision

The group has received claims in respect of notse and nuisance caused by the new road, operated as part of

the DBFO contract At 31 December 2012, £30,000 remained as a provision represenung the directors’
assessment of the likely amount to setde all remanung legiumate claims and associated costs, fees and
interest The Injunious Affecuoon hability period ends 1n January 2013 and the directors’ do not antictpate any
futurc amounts to be payable, with the exception of onc outstanding casc

The group has no other provisions at 31 December 2012 (2011 £Nul)

There were no contngent babilites in the group and parent financial statements for the year ended 31

December 2012 (2011 Nil)

The Company has no provisions

17. Share capital

Allotted, called up and fully paid
520,248 (2011 - 520,250) Ordinary shares of £1 each

2012
£000

520

2011
£000

520
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Road Management Services (Darrington) Holdings Limited

Notes to the Financial Statements
For the year ended 31 December 2012

18. Reserves

Profit and
loss account
Group £000
At 1 January 2012 11,367
Profit for the year 3,153
Dividends (2,654)
At 31 December 2012 11,866
Profit and
loss account
Company £000
Profit for the year 2,654
Drndends (2,654)
At 31 December 2612 -
19. Reconciliation of movement in shareholders’ funds
2012 2011
Group £000 £000
Opening shareholders’ funds 11,887 9,148
Profit for the year 3,153 3,757
Dividends (Note 20) (2,654) (1,018}
Closing sharcholders’ funds 12,386 11,887
2012 2011
Company £000 £000
Opening shareholders' funds 520 520
Profit for the year 2,654 1,018
Dividends (Note 20) (2,654) (1,018)
Closing sharcholders' funds 520 520

The company has taken advantage of the exemption contaned within secnion 408 of the Compames Act
2006 not to present its own Profit and loss account

The profit for the year dealt with 1n the accounts of the company was £2,654,000 (2011 - £1,018,000)
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Reoad Management Services {Darnngton) Holdings Limited

Notes to the Financial Statements
For the year ended 31 December 2012

21.

22.

Dividends

Dividends paid on equity capital ({5 10 per share)

Net cash flow from operating activities

Operanng profit

Depreciation of tangible fixed assets
Increase in debtors

Decreasc in creditors

Decrease in provisions

Net cash inflow from operating activities

Analysis of cash flows for headings netted in cash flow statement

Returns on investments and servicing of finance

[nterest receved
Interest pad

Net cash outflow from returns on tnvestments and servicing of
finance

Management of iquid resources

Purchase of short term listed investments
Sale of short term listed 1investments

Net cash inflow/(outflow) from management of hquid
resources

Financing

Repayment of loans

2012 2011
£000 £000
2,654 1,018
2012 2011
£000 £000
21,172 26,114
2,852 2,625
(3,552) (6,008)
(216) (172)
(583) (174)
19,673 22,385
2012 2011
£000 £000
349 428
(9,540) (9,863)
(9,191) (9,435)
2012 2011
L£000 £000
- 21

1 -
1 @1)
2012 2011
£000 £000
(10,012) (10,681)
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Road Management Services {(Darnngton) Holdings Limited

Notes to the Financial Statements

Fort the year ended 31 December 2012

23.

Analysis of changes in net debt

Other
non-cash
1 January Cash flow changes 31 December
2012 2012
£000 £000 £000 £000
Cash at bank and i1n hand 18,203 {2,215) - 15,988
Liquid resources-
Current asser investments 1,719 0y - 1,718
Debr
Debts due within one vear (8,831) 3141 (2,620) (8,310)
Debts falling due after more than
one year (251,429) 6,871 (5,810) (250,368)
Net debt (240,338) 7,196 (8,430) (240,972)

The other changes relate w the non-cash movements in indexation on the loans during the yvear

Page 23




Road Management Services {Darrington) Holdings Limited

Notes to the Financial Statements
For the year ended 31 December 2012

24.

Financial nsk management objectives and policies

The nish management policy of the group 1s designed to denufy and manage nsh at the carliest possible
point  The group keeps a detuled nsk register which 1s formally reviewed by the board on a quartetly basts

A subsidiary of the company, Road Management Services (Finance) PLC has raised finance through
guaranteed secured bonds and bank borrowings and has on-lent these to a further subsidiary of the group,
Road Management Services (Darrington) Limuted, which has placed surplus cash in short term investments

The guaranteed sccured bonds have a coupon of 28332% and the bank borrowings have a coupon of
23774% index inked A proportion of the group's iniestments are held in an index hinked deposit fund to
hedge the bond loans ‘The group operates a long-term business and its policy 15 to finance 1t with long-term
borrowings

The group's exposure o price risk, credit nisk, iterest rate risk and hquidity nsh 1s detaled below (there have
been no changes in the rish profile of the group from prior vear)

Foreign currency risk
The Group has no foreign currency transactions All of the Group's borrewings are denominated in sterling

Price nisk

The group 1s cxposed to price nisk 1n relation to ts RPI index hinhed debt through movements in RPI RPI
linked loans have cash flows that change 1n relanon to changes 1n market vanables The carrying value of the
loan and bond represent the principal outstanding, an accrual of unpatd interest ar coupon rate, unpaid RPI
inflation on this mterest based on actual RPT for the vear and unpaid RPI inflavon on the capital based on
actual RPI for the year

This risk 15 mingated as a proportion of the cash flows generared from the roadway concession increase in
bine with RPT inflaters

Credst nsk

The group's principal trading debtors relate to cash flows from its roadway concession asset, creaung a
concentration of credie sk The roadway concession assct cash flows are secured under contract from the
Highways Agency, a government body The maximum credit nsk exposure relaung to financial assets 15
represcnted by the carrying value at the balance sheet date
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Road Management Services {Darrington) Holdings Limited

Notes to the Financial Statements
For the year ended 31 December 2012

Interest rate nsk

The floating rate financial Labilities comprise a 2 8332% (coupon rate) Index Linked Guaranteed Secured
bond and a 2 3774% (coupon rate) Index Linked Furopean Investment Bank loan The floanng rate financial
asscrs comprise cash and short term investments The return on cash 1s determined by bank market interest
rates See table below for disclosure of the effecuve interest rates used

The Furopean lavestment Bank (EIB) loan mstrument mncorporates an embedded detivatve n the form of
step up intcrest payable 1f the credit ratung of the guarantor falls below a certain grading For the EIB loan,
the AMBAC raung downgrade in November 2008 and April 2009 (to below BBB), has led to addinonal
ineerest charges of 045% and 0 85% respectively This step up interest payable forms part of the effectve
interest rate disclosed above

Interest on financial instruments classified as fixed rate ts fixed unul matunty of the mnvestment Interest on
financral instruments classified as floating rate 1s repriced at ntervals of less than one year

The other financtal instruments of the group that are not included in the table below are non-interest bearing
and are therefore not subject to interest rate risk Other financal labilities include trade creditors, other
crediots, social secunty and other taxes and accruals and deferred income Other financial assets include
trade debtors, amounts duc from loans to sharcholders and prepayments and accrued mcome  All other
financial instruments are due within one year

The following table sets out the carrying amounts by matunty dates and effective interest rates (when
applicable) of the group's financial mstruments that are exposed to interest rate risk

Year ended Effecuve 1 year or 1-5 years More than Total
31 December 2012 interest rate less 5 years
% £000 £000 £000 £000
Floating rate
Cash at bank and 1n hand - 15,988 - - 15,988
Shott term ins estment - 1,718 - - 1,718
Bond loan 2.83 (2,728) (11,473) (113,334) (127,535)
FIB loan 3.22 (3,737) {15,790) (95,672) (115,199)
11,241 (27,263) (209,006) (225,028)
Year ended Effective 1year or 1-5 years More than Total
31 December 2011 interest rate less 5 years
% £000 £000 £060 £000
Floating rate
Cash at bank and 1n hand - 18,203 - - 18,203
Short term i estment - 1,719 - - 1,719
Bond loan 283 (3,316) (10,381) (113,854) (127,551)
EIB loan 322 (3,656) {(15,450) (96,988) (116,096)
12,950 (25,832) (210,842) (223,724)
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Road Management Services (Darrington) Holdings Limited

Notes to the Financial Statements
For the year ended 31 December 2012

Senstvivity analysis

The group has floating rate financial liabihoes compnsing indea linked bonds and loans as part of the groups
long term financing  These tmpact the effective interest rates used 1n caleulanng the interest payable for a
financial period

The following table lustrates the sensinvity of the offect on profit before tax to a reasonable possible
changes in RPI of +2% and - 2% (2011 +2% and -2%), with cffcct from the beginnung of the year

The caleulauons are based on the group's financial instruments held at each balance sheet date All other
vartables arc held constant

2012 201
£000 £000
Effect of profit before tax of 2% increase 1n RPI rate 5,770,770 4,166,860
Effect of profit before tax of 2% decrease in RPI rate (4,093,220) (5,584,835)
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Read Management Services (Darrington) Holdings Limited

Notes to the Financial Statements
For the year ended 31 December 2012

Liquidny risk

The group under 1ts finance arrangements 1s required to hold at all ames funds 1n a specaial reserve account
eqqual to the sum required for the next debr service paymunt Under the financing arrangements the group
can clect to make 2 loan to the sharcholders, via 1ts immediate parent underraking, from this reserve account
1n return for letters of credit amountng to the same value In 2008 a shareholder loan was made amounung
to £9,000,000, see Note 25 for related party disclosures  In addition, the group 15 required to maintain levels
of net cash flow 1n each year equal to 1 125 umes the annual debr service payments

The hqudity nsk is further managed via the funding contracts inte which the group has entered The
repayment profiles of the debt and loan commitments are set out in note 14 above The roadway concession
cashflows arc generated from Congesoon Management Charges paid by the Highways Agency The financial
model for the project will be regularly updated to reflect actual performance

As discussed in the directors report, Citibank are no longer classified as a "qualifying” bank (as defined within
the loan faciity agreement) n respect of the European [nvestment Bank ("EIB") loan duc w the
downgrading of its raung Furthermore the AMBAC raung was also downgraded in November 2008 and
Apnl 2009 (o below BBB) These create uncertainty due to the risk that EIB may request that these
insututons are replaced  Given the conunued discussions with LEIB and wording wathin the loan facihty
agreement, the directors are assured thar adequate safeguards are n place o cnable this funding to remam in
place for the foreseeable future

Fair value of financial assets and habilities
Sct out below 15 a comparnson by category of carrving amournts and fair values of all of the company's
significant financial mstruments that are carried in the financal statements

2012 201
Carrying Carrying
amount Fair value amount Fair value
£000 £000 £000 £000
Financial assets
Cash at bank and in hand 15,988 15,988 18,203 18,203
Loans to shareholders 9,375 9,375 9,485 9,485
Short term investment 1,718 1,718 1,719 1,719
Financial hiabilities
Bond loan (127,535) (127,535) (127,551) (127,551)
EIB loan (115,199) (115,199) (116,096) (116,096)
LLoans from contolling parucs (14,754) (14,754) (15,411) (15,411)

The fair value of the lsted bond loan and EIB loan would be calculated by discounung the eapected future
cash flows at prevailing inrerest rates Given these are floanng rate instruments, the carning value of the
loans would not be dissimular to the market value Tnterest charges for the year are calculated using the
effccave interest rate, being the sum of interest at coupon, acal RPL inflavon on this mrerest and acrual RPI
nflation on capital

The other financial inscruments of the group (including loans from shareholders) thar are not included in the
above tables are short term iems where the carrying amount 15 a reasonable approximanon of fair value
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Read Management Services (Darringtan) Holdings Limited

Notes to the Financial Statements

For the year ended 31 December 2012

25. Related party transactions

Road Management Services {Darrington) Holdings Limited Group have DRSA shareholder loans receivable
of £3,000,000 (2011 £3,000,000) cach with the following controlling sharcholders Sempernan PPP Holdings
Lamuted, AM Holdco Limited and A1 PPP Infrastructure Holdings Limited

At 31 December 2012, accrued interest recervable on these loans totalled 371,900 (2011 (388,429}

The group has taken advantage of the exemption in FRS 8 from disclosing transactions with related parues
that are part of the Road Management Services (Darnngton) Heldings Limited group

26. Controlling party

The group 1s jomtly owned and controlled by Semperian PPP Holdings Limited, AM Holdco Limuted,
Kellogg Brown & Root Limited and Al PPP Infrastructure Holdings Limited

27. Principal subsidiaries

Coempany name

Road Management Services
(Darrington) Limited

Road Management Services
{Finance) PLC

Country
England

Fogland

Percentage

Shareholding Description

100% Road concesston operator

100%6 Road concession finance
company
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