Registered No. 6569580

BY DEVELOPMENT LIMITED

Report and Financial Statements
31 December 2018

T

27/09/2019
« COMPANIES HOUSE

FRIDAY



Contents

Directors’ report

Strategic report

Independent auditor’s rcport
Statement of profit and loss
Statement of comprehensive income
Statement of changes in equity
Statement of financial position

Notes

BY DEVELOPMENT LIMITED
Report and Financial Statements
31 December 2018

Registered No. 6569580

—

O 0 9 O A~ W

10



BY DEVELOPMENT LIMITED

Report and Financial Statements
31 December 2018
Registered No. 6569580

Directors’ report

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

Directurs uf the Company

The directors who held office during the year and up to the date of this report were as foliows:

- L Christolomme (resigned 18" July 2018)

- OCrillon (resigned 18t July 2018)

- N Guerin

- A Boutrolle ' (appointed 3™ September 2018)
- JL Midena (appointed 28" August 2018)

- O Soulier (appointed 3" September 2018)
- FViala

The Company Secretary is A Child.

Dividends
No dividends have been paid or proposed during the year (2017: £2,000k).

Future developments

The Company intends to continue operating as a property developer in the future.

Financial instruments

The Company finances its activities with a combination of cash, intercompany loans where required and short term
deposits. Other financial assets and liabilities such as trade debtors and trade creditors arise directly from the
Company’s operating activities. The Company also enters into derivative transactions, principally interest rate hedging
contracts. The purpose is to manage the interest rate risks arising from the Company’s operations.

Financial instruments give rise to interest rate, credit and liquidity risk. Information on how risks arise and their
management is set out in the Strategic Report.

Directors’ liabilities

The Articles of Association of the Company provide that in certain circumstances the directors are entitled to be
indemnified out of the assets of the Company against claims from third parties in respect of certain liabilities arising
in connection with the performance of their functions, in accordance with the provisions of section 234 of the
Companies Act 2006. Indemnity provisions of this nature have been in place during the year and remain in place as
at the date of this report but have not been utilised by the directors.

Going concern

The Company’s business activities, together with the factors likely to affect its future development and its financial
position are set out in the Strategic Report. The Company is dependent on financial support provided by its parent
undertaking, and has received written confirmation from its parent undertaking that this financial support will continue
for the foreseeable future. After making enquiries, the directors have a reasonable expectation that the Company has
adequate resources to continue in operational existence for the foreseeable future, and accordingly the report and
financial statements are prepared on a going concern basis.
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Directors’ report (continued)

Statement of directors’ responsibilities

The directors are responsible for preparing the Directors’ Report, Strategic Report and the financial statements in
accordance with applicable UK law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have elected to prepare the financial statements in accordance with United Kingdom 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 Company and of the profit or loss for that period.

In preparing those financial statements, the directors are required to:
e select suitable accounting policies and then apply them consistently;
- o make judgments and estimates that are reasonable and prudent; and

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

The directors are responsible for keeping proper 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.

Directors’ statement as to disclosure of information to auditors

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit
information, being information needed by the auditor in connection with preparing its report, of which the auditor is
unaware. Each director has taken all the steps that he is obliged to take as a director in order to make himself aware
of any relevant audit information and to establish that the auditor is aware of that information.

By order of the board
JL Midena Becket House
Director Y 1 Lambeth Palace Road
London SE1 7EU

2May2019'
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Strategic report

Business review

The loss for the year was £348k (2017: £261k profit). The financial position as at 31 December 2018 is shown in the
Company’s statement of financial position sheet on page 9.

The Company’s core business during 2018 was property development.

Turnover for the year was £100,533k (2017: £141,630k). The loss before tax was £273k (2017: £318k profit). This
includes impairment of investment and dividend receivable and is in line with expectations of financial performance.
Activity has decreased in the year as a result of increased selectivity.of projects targeted and due to the phasing of the
projects being carried out by the Company.

During the year the company applied IFRS 15 Revenue from Contracts with Customers and IFRS 9 Financial
Instruments for the first time. Details of the impacts arising on the adoption of these standards are set out in note 22
to these financial statements

Principal risks and uncertainties
The Company is exposed to a range of risks particular to the property development and construction industries.

The Company’s risk management approach used to identify risks and manage these is in accordance with the

. procedures established by its parent company Bouygues Construction SA. Assessments are carried out on each project
to ensure significant risks are identified and managed appropriately. Building development activities are subcontracted
with significant risks being passed down to the subcontractors involved.

Before engaging in new contracts, the Company undertakes credit score or similar reviews via reputable credit check
agencies. Once contracts have been signed, the Company continues to perform these reviews.

The Company enters into variable interest rate transactions and as a result is exposed to risk arising from fluctuations
in interest rates. The Company uses derivative contracts when appropriate to reduce exposure to variability in interest
rates. Hedge accounting is used when certain criteria are met as explained in the accounting policy note 2.4.

Concerning Brexit, the Company is monitoring closely the risks in relation to the business environment and financial
impact, in particular, the potential impact of a ‘no-deal’ Brexit. A working group is in place, measures have been taken
to protect projects currently in progress and the Company will adapt as required, to new market conditions for future
projects.

Key performance indicators

The Company’s management regard the level of revenue and profit before tax as the key indicators of the Company’s
financial performance. These are monitored on a regular basis to assess whether the Company is achieving the targets
set. These indicators are presented within the financial statements.

By order of the board
JL Midena Becket House
Director a 1 Lambeth Palace Road

London SE1 7EU

2 May 2019
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BY DEVELOPMENT LIMITED

Opinion

We have audited the financial statements of BY Development Limited for the year ended 31 December 2018 which
comprise the Statement of Profit and Loss, the Statement of Comprehensive Income, the Statement of Changes in
Equity, the Statement of Financial Position and the related notes 1 to 22, including a summary of significant
accounting policies. The financial reporting framework that has been applied in their preparation is applicable law

and United Kingdom Accounting Standards including Financial Reporting Standard 101 “Reduced Disclosure
Framework”.

In our opinion, the financial statements:

e  give atrue and fair view of the company’s affairs as at 31 December 2018 and of its loss for the year then
ended; '

e  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of
the financial statements section of our report below. We are independent of the company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s Ethical
Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to report

to you where: .

e the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or ’

e the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

Other information

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

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in this report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the work we
have performed, we conclude that there is a material misstatement of the other information, we are required to report
that fact.

We have nothing to report in this regard.
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Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

e the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the strategic report and directors’ report have been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we have not identified material misstatements in the strategic report or directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires

us to report to you if, in our opinion:

e adequate accounting records have not been kept or returns adequate for our audit have not been received from
branches not visited by us; or

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

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

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

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 2, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

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

Auditor’s responsibilities for the audit of the financial statements

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

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council’s website at https://www.frc.org.uk/auditorsresponsibilities. This description forms part
of our auditor’s report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
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.

&:f“l\—! \/ . j o2~ > U _
Adrian Mulea (Senior stam

for and on behalf of Ernst & Young LLP, Statutory Auditor
London

F MKy 2019



Statement of profit and loss
for the year ended 31 December 2018

Revenue

Cost of sales

Gross profit

Administrative expenses

Operating profit

Impairment of investment

Dividends receivable

Profit on the disposal of investment
Interest receivable and similar income
Interest payable and similar charges

(Loss) /Profit before tax

Income tax charge

(Loss) /Profit for the year

The results in the statement of profit and loss relate to continuing operations.

The notes on pages 10 to 25 form part of these Financial Statements.

Note

10

18

2018
£000

100,533

(100,014)

519

E2))

488

(3,128)
2,441
5
836
(915)

(273)

(75)

(348)

BY DEVELOPMENT LIMITED

Report and Financial Statements
31 December 2018

2017
£000

141,630

(140,935)

695

(30)

665

807
(1,154)

318

(57)

261
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Statement of comprehensive income
Sfor the year ended 31 December 2018

Note 2018 2017
£000 £000
(Loss)/Profit for the year 18 (348) 261
Other comprehensive income
Cash flow hedges:
Gain/(Loss) arising during the year 264 (290)
Total comprehensive loss for the year 84) (29)

The notes on pages 10 to 25 form part of these Financial Statements.
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Statement of changes in equity
for the year ended 31 December 2018

Cash flow

Called uw dge reserve Reta{ned T ot_al

share capital earnings Equity

£000 £000 £000 L6000

At 1 January 2017 - - 3,056 3,056
Dividends paid for the year - - (2,000) (2,000)
Profit for the year - - 261 261
Other comprehensive income (290) - (290)
Total comprehensive income for the year - (290) 261 (29)
. At 31 December 2017 - (290) 1,317 1,027
Loss for the year - - (348) (348)
Other comprehensive income - 264 - 264
Total comprehensive income for the year - 264 (348) (84)
At 31 December 2018 - (26) 969 943

No eduity dividends were paid during 2018 (2017: £2,000k)

The notes on pages 10 to 25 form part of these Financial Statements.



Statement of financial position
at 31 December 2018

Non-current assets
Investments
Loans receivable

Current assets
Inventories

Debtors

Cash and cash equivalents

Current liabilities
Creditors

Net current liabilities

Total assets less current liabilities

Net assets

Capital and reserves
Called up share capital
Cash flow hedge reserve
Retained earnings

Total equity

Note

11
12

13
14
15

16

17
18
18

2018
£000

1,469
8,705

10,174

9,355
20,075
7,581

37,011

(46,242)

(9,231)

943

943

(26-)

943

BY DEVELOPMENT LIMITED

Report and Financial Statements
31 December 2018

2017
£000

4,568
8,588

13,156

7,116
40,449
8,250

55,815

(67,944)

(12,129)

1,027

1,027

These financial statements were approved and authorised by the board of directors on 2 May 2019 and were signed

on its behalf by:

JL Midena
Director

The notes on pages 10 to 25 form part of these F inancial Statements.
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Notes

(forming part of the financial statements)

1 Authorisation of financial statements and statement of compliance with FRS 101

The financial statements of BY Development Limited (the “Company”) for the year ended 31 December 2018 were
authorised for issue by the board of directors on the date shown on the statement of financial position. BY
Development Limited is incorporated and domiciled in England and Wales. The registered address of the Company
is Becket House, 1 Lambeth Palace Road, London, United Kingdom, SE1 7EU.

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure
Framework (FRS 101) and in accordance with applicable accounting standards.

The Company’s financial statements are presented in Sterling and all values are rounded to the nearest thousand
pounds (£000) except when otherwise indicated.

The Company has taken advantage of the exemption under s400 of the Companies Act 2006 not to prepare group
accounts as it is a wholly owned subsidiary of Bouygues SA.

The results of the Company are included in the consolidated financial statements of Bouygues SA which are available
from 32 Avenue Hoche, 75008, Paris, France.

The principal accounting policies adopted by the Company are set out in note 2.

2 Accounting policies
Going concern

The Company’s business activities, together with the factors likely to affect its future development and its financial
position are set out in the Strategic Report. The Company is dependent on financial support provided by its parent
undertaking, and has received written confirmation from its parent undertaking that this financial support wili continue
for the foreseeable future. After making enquiries, the directors have a reasonable expectation that the Company has
adequate resources to continue in operational existence for the foreseeable future, and accordingly the report and
financial statements are prepared on a going concern basis.

Basis of preparation

The accounting policies which follow set out those policies - which were applied in preparing the financial statements
for the year ended 31 December 2018. During the year the Company has implemented IFRS 9 Financial Instruments
and IFRS 15 Revenue from Contracts with Customers for the first time

IFRS 9 replaces LAS 39 Financial Instruments: Recognition and Measurement. The new standard was endorsed by the
European Union on 22 November 2016 and is applicable from 1 January 2018. The Company has applied the
classification, measurement and impairment principles of IFRS 9 retrospectively with effect from 1 January 2018,
with no restatement of prior period comparatives on first time application. The hedge accounting principles of IFRS
9 are also being applied by the Company with effect from 1 January 2018, using a prospective approach in accordance
with the standard.

IFRS 15 supersedes IAS 11 Construction Contracts, IAS18 Revenue and related interpretations. The new standard
was endorsed by the European Union on 29 October 2016 and is applicable from 1 January 2018. IFRS 15 has been
applied retrospectively with effect from 1 January 2018 with prior period comparatives restated if required, to reflect
the impact of the new standard.

The nature and effect of the changes as a result of adoption of these new accounting standards is described in note 21.

The Company has taken advantage of the following disclosure exemptions under FRS 101:

a) the requirements of paragraphs 45(b) and 46-52 of IFRS 2 Share based Payment, on the basis that the
Company is a subsidiary and the share based payment arrangement concerns the instruments of another group
entity;

10
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Notes (continued)

2 Accounting policies (continued)

Basis of preparation (continued)

b) the requirements of paragraphs 62, B64(d), B64(e), B64(g), B64(h), B64(j) to B64(m), B64(n)(ii), B64(0)(ii),
B64(p), B64(q)(ii), B66 and B67 of IFRS 3 Business Combination;

¢) the requirements of IFRS 7 Financial Instruments: Disclosures;,
d) the requirements of paragraphs 33(c) of IFRS 5 Non-current Assets Held for Sale and Discontinued Operations;
e) the requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement;

f) the requirements of the second sentence of paragraph 110 and paragraphs 113(a) 114, 115, 118, 119(a) to (c), 120
to 127 and 129 of IFRS 15 Revenue from Contracts with Customers;

g) the requirement in paragraph 38 of IAS | ‘Presentation of Financial Statements’ to present comparative
information in respect of:

i.) Paragraph 79(a)(iv) of IAS 1;

ii.) Paragraph 73(e) of IAS 16 Property, Plant and Equipment;
iii.)Paragraph 118(e) of IAS 38 Intangible Assets;
iv.)Paragraphs 76 and 79(d) of IAS 40 Investment Property; and
v.) Paragraph 50 of IAS 41 Agriculture.

h) the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 38C, 38D, 404, 40B, 40C, 40D, 111 and 134 to 136 of
IAS 1 Presentation of Financial Statements;

i) the requirements of IAS 7 Statement of Cash Flows;

j) the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors;

k) the requirements of paragraphs 17 and 18A of IAS 24 Related Party Disclosures;

1) the requirements of IAS 24 Related Party Disclosures to disclose related party transactions entered into between
two or more members of a group, provided that any subsidiary which is a party to the transaction is wholly owned
by such a member; and

m) the requirements of paragraphs 130(f) (ii), 130(f) (iii) 134(d) to 134(f) and 135(c) to 135(e) of IAS 36 Impairment
of Assets.

Judgements and key sources of estimation uncertainty

Preparing financial statements requires the use of estimates and assumptions which may have affected the amounts
reported for assets and liabilities at the end of the reporting period, and the amounts of income and expenses reported
for the financial year. Those estimates and assumptions have been applied consistently on the basis of past experience
and of various other factors regarded as reasonable forming the basis of assessments of the valuations of assets and
liabilities for accounting purposes. Actual results may differ materially from these estimates if different assumptions
or conditions apply. The main areas in which estimates and assumptions are involved are as follows:

Impairment of assets

The Company makes estimates in assessing the value of assets including investments, inventories, trade debtors and
contract assets at each reporting date. The Company makes estimates of recoverable amounts in order to determine
the extent of any impairment losses relating to investments and to inventory. Further details are set out in the
accounting policies below.

Accounting for construction contracts
The Company makes estimates of the total selling price and costs to complete on construction contracts which impact
the level of revenue and profits/losses recognised. Further details are set out in the accounting policies below.

11
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Notes (continued)

2 Accounting policies (continued)

Accounting policies and valuation methods

21 Assets
a) Non-current assets
Financial assets:

Financial assets are classified upon initial recognition as subsequently measured at amortised cost, fair value through
other comprehensive income (OCI) or fair value through profit and loss. The classification at initial recognition
depends on the financial assets cash flow characteristics and the Company’s business model for managing them.

Investments in long-term investment securities

Investments in long-term investment securities are recognised at fair value in the statement of financial position, with
the exception of equity holdings in group undertakings, joint ventures and associates which are recognised at cost less
accumulated impairment losses.

Changes in fair value are recognised either in profit and loss for the period or through OCI based on an irrevocable
election made on a case by case basis upon initial recognition. Where an election is made to recognise changes in fair
value through OCI and the asset is subsequently derecognised any changes in fair value previously recognised in OCI
are not recycled to profit and loss.

Long-term loans receivable
Long-term loans are carried at amortised cost. Where appropriate, an impairment loss is recognised in profit and loss
upon initial recognition, reflecting the expected default risk in the next 12 months.

12
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Notes (continued)

2 Accounting policies (continued)

Accounting policies and valuation methods (continued)

b) Current assets

Inventories

Development inventories are stated at the lower of cost or market price. Where the realisable value of inventory is
lower than cost, an impairment loss is recognised.
Trade and other receivables

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost less
provision for impairment. Trade receivables are essentially short term, and are carried at face value net of impairment
allowances recorded to reflect the probability of recovery.

In line with the percentage of completion method of accounting for long-term contracts, trade receivables include:

- Invoices issued as works are executed or services provided, and accepted by the customer; and

- Unbilled receivables, arising where works have been carried out but billing or acceptance by the customer
has been temporarily delayed or is not yet due.

Cash and cash equivalents

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

Because of the short-term nature of these items, the carrying amounts shown in the financial statements are a
reasonable estimate of market value. '

2.2 Liabilities and shareholders’ equity

Financial liabilities are classified at initial recognition as financial liabilities at fair value through profit and loss or as
measured at amortised value.

a) Current liabilities

Trade and other payables

Because of the short-term nature of these liabilities, the carrying amounts shown in the financial statements are a
reasonable estimate of market value.

13
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Notes (continued)

2 Accounting policies (continued)

Accounting policies and valuation methods (continued)

2.3 Statement of profit and loss

a) Revenue

Revenue is measured at the fair value of the consideration received or receivable, excluding VAT. The Company
recognises revenue when:

- acontract with the customer containing performance obligations is identified
- the traﬁsaction price is determined and assigned to the performance obligations
- performance obligations have been met ‘
- economic benefits arise from the performance obligations being achieved
- the amount concerned can be reliably measured
- it is likely that the amount recognised will be recovered
Currently, all contracts entered into have one performance obligation.

b Accounting for construction contracts

All activities related to construction contracts are accounted for using the percentage of completion method.

Under this method, the revenue recognised equals the latest estimate of the total selling price of the contract multi-
plied by the actual completion rate determined by reference to the physical state of progress of the works. The latest
estimate of the total selling price takes account of claims accepted by the client. If it is regarded as probable that a
contract will generate a loss on completion, a provision for expected losses on completion is recognised as a current
provision in the balance sheet. The loss is provided for in full as soon as it can be reliably measured, irrespective of
the completion rate.

If the construction services rendered by the Company exceed amounts invoiced to the customer a contract asset is
recognised. If amounts invoiced to the customer exceed the services rendered, a contract liability is recognised.

¢ Dividends receivable

Dividends are recognised when the Company’s right to receive payment is established.

d) Operating leases

Leases where the lessor retains a significant portion of the risks and benefits of ownership of the asset are classified
as operating leases and rentals receivable are charged in the income statement on a straight line basis over the lease
term after taking into account the effect of lease incentives.

Rental income arising from operating subleases is accounted for on a straight line basis over the term of the sublease
after taking into account the effect of lease incentives. .

e) Operating loss/profit

Operating loss/profit represents the net amount of all income and expenses not generated by financing activities, and
excludes corporation tax.

14
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Notes (continued)

2 Accounting policies (continued)

Accounting policies and valuation methods (continued)

2.4 Financial Instruments

The Company uses hedging instruments to limit the impact on the statement of profit and loss of fluctuations in interest
rates. The Company’s policy on the use of financial instruments is described below.

The only instruments used for hedging purposes are interest rate swaps.
These instruments:

- Are used solely for hedging purposes;
- Are contracted solely with high grade banks; and
- Carry no liquidity risk in the event of reversal.

a) Risks to which the Company is exposed, and principles applied to the management of those financial risks

Interest rate risk

The Company is exposed to interest rate risk in relation to a portion of its borrowings. There is a floating rate of
interest on these borrowings. :

Company policy is to hedge the exposure to interest rate risk by entering into swap contracts.

b) Hedge accounting policies and rules

Hedge accounting is applied where a derivative instrument wholly or partly offsets changes in the cash flows of a
hedged item. To qualify for hedge accounting, financial instruments must meet the following conditions:

- There is an economic relationship between the hedged item and the hedging instrument
- The effect of credit risk does not dominate the value changes that result from that economic relationship

- The hedge ratio of the hedging relationship is the same as that resulting from the quantity of the hedged item
that the Company actually hedges and the quantity of the hedging instrument that the Company actually uses
to hedge the quantity of hedged item.

At the inception of a hedge relationship, the Company formally designates and documents the hedge relationship and
the risk management objective and strategy for undertaking the hedge. Hedge effectiveness is assessed on a regular
basis, at least once a quarter. If a hedging relationship cannot be demonstrated, all changes in fair value are recognised
in profit and loss.

All derivative instruments are measured at fair value. Fair value is the quoted market price in the case of listed
instruments, or is determined using calculation and valuation models based on market data (yleld curves, exchange
rates, etc.) in other cases.

Cash flow hedges

A cash flow hedge is a hedge of the exposure to variability in the future cash flows from a hedged item or a future
transaction. '

Where a derivative instrument is used to hedge the exposure to variability in the cash flows from a firm commitment
or a forecast transaction, the change in the fair value of the portion of the hedging instrument that is determined to be
an effective hedge is recognised directly in OCI. The change in fair value of the portion of the hedge regarded as
ineffective is recognised immediately in profit and loss.

15
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Notes (continued)

2 Accounting policies (continued)

Accounting policies and valuation methods (continued)

2.5 Income taxes

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation
authorities, based on tax rates and laws that are enacted or substantively enacted by the balance sheet date.

Deferred taxation is recognised on all differences between the carrying amount and the tax base of assets or liabilities
(balance sheet liability method). These differences arise from:

- Temporary differences between the carrying amount and tax base of assets or liabilities, which may be:
o items generating a tax liability in the future (deferred tax liabilities), arising mainly from income
that is liable to tax in future periods; or
o items deductible from taxable profits in the future (deferred tax assets). Deferred tax assets are
reviewed at the end of each reporting period, and recognised where it is probable there will be
sufficient taxable profits to enable the temporary differences to be offset.
- Tax losses available for carry-forward (deferred tax assets), provided that there is a strong probability of
recovery in future periods.

Deferred tax assets and liabilities are measured on an undiscounted basis at the tax rates that are expected to apply
when the related asset is realised or liability is settled, based on tax rates and laws enacted or substantively enacted at
the balance sheet date.

Income tax is charged or credited to other comprehensive income if it relates to items that are charged or credited to
other comprehensive income. Similarly, income tax is charged or credited directly to equity if it relates to items that
are credited or charged directly to equity. Otherwise income tax is recognised in the statement of profit and loss.
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3 Analysis of revenue on ordinary activities before taxation
2018 2017
Turnover Turnover
£000 £000
By activity
Construction services 100,533 141,630
100,533 141,630
By geographical market ]
United Kingdom 100,533 141,630
100,533 141,630

Assets and liabilities related to contracts with customers:

The Company has recognised the following assets and liabilities related to contracts with customers:

31 Dec 2018 31 Dec 2017 1 Jan 2017

£000 £000 £000
Contract assets 7,329 23,203 6,801
Contract liabilities 6,444 4,477 12,541

Significant changes in contract assets and liabilities

Contract assets and liabilities reflect the level of revenue generating effort compared with agreed invoicing
arrangements with clients. Fluctuations year-on-year are influenced by changes in invoicing arrangements, as well
as the unwinding of timing differences as work is completed and invoices raised.

Revenue recognised in relation to contract liabilities

The following table shows how much of the revenue recognised in the current reporting period relates to carried-
forward contract liabilities.

2018 2017
£000 £000
Revenue recognised that was included in the contract liability balance at the
beginning of the period
Construction services 4,477 11,736
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4 Operating Profit
2018 2017
£000 £000
This is stated after charging/(crediting):
Rentals receivable under operating leases:
- Sublease income (14) -
Auditors’ remuneration:
2018 2017
£000 £000
Audit of these financial statements 25 28

There were no fees for non-audit services paid to the auditors during the year (2017: £nil).

5 Directors’ Remuneration

No remuneration is payable by the Company to the Directors in respect of qualifying services provided to the Company
or its subsidiaries. : ’

6 Staff numbers and costs

The company had no employees during the year (2017: nil).

7 Dividends receivable
2018 2017
£000 £000
Dividend income from investments 2,441 -
8 Interest receivable and similar income
2018 2017
£000 £000
Other interest receivable 836 807
836 807
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9 Interest payable and similar chafges
2018
£000
Other interest payable Y5
10 Taxation
Tax charged in the statement of profit and loss
2018
£000
Current tax:
Current tax on income for the year 75
Total current tax 75
Deferred tax:
Current year tax losses -
Total deferred tax -
Tax charge in the statement of profit and loss ' 75

Factors affecting the tax charge for the current year

31 December 2018

2017
£000

1,154

2017
£000

57

The tax charge for the year is different from the rate of corporation tax in the UK for the year of 19.00% (20/7:

19.25%). The differences are explained below.

2018
£000
Total current income tax reconciliation:
(Loss)/Profit before tax (273)
Tax calculated at UK rate of corporation tax of 19.00%/ (52)
Effects of:

Dividend receivable not taxable (464)
Impairment and other costs not deductible for tax purposes 597
- Adjustment in respect of previous years (6)
Group Relief -
Total tax charge reported in the statement of profit and loss (see above) : 75

2017
£000

318

61
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10 Taxation (continued)
Factors that may affect future tax charges

The Company’s tax charge may benefit in-the future from group relief receivable from other group entities in the UK.
This will depend on the availability of losses and the tax positiof of these other eulities.

Deferred tax assets have not been recognised on tax losses arising where there is uncertainty as to value where such
losses are surrendered to other group entities or as to when the underlying timing differences will reverse against
future taxable profits. At 31% December 2018 there were unrecognised deferred tax assets of £1k (2017: £nil).

The UK corporation tax rate reduced to 19% from 1 April 2017 and will reduce to 17% from 1 April 2020.

11 Investments

Shares in Other unlisted Total
group shares
undertakings

£000 £000 £000

Cost/Fair Value, less impairment

At beginning of year . 3,132 1,436 4,568

Additions 29 - 29

[mpairment of Investment (3,128) - (3,128)
At 31 December 2018 33 1,436 1,469

At 31 December 2017 3,132 1,436 4,568

The increase in investments in group undertakings relates to £29k additional capital contributed to HSU JV LLP.

The impairment of investment relates to Hallmark BY Development Ltd which is a wholly owned subsidiary of BY
Development Ltd.
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Investments (continued)

The companies in which the Company’s direct interest at the year-end is 20% or more are as follows:

Country of Principal activity Percentage of
incorporation ‘voting rights and
: shares held

Subsidiary undertakings:

Hallmark — BY Development Limited England Property Development 100%
Uliving Limited England Dormant 100%
Hallsville Quarter (Phase 1) Residents Company Ltd England Dormant 100%*
Hallsville Quarter (Phase 2) Residents Company Ltd England Dormant 100%*
Hallsville Management Company Ltd England Property Management 80%*

Joint Ventures:

Bouygues Development - Leadbitter Limited England Dormant 50%
Uliving Campus Limited England Dormant 50%
Associates

Bedford Riverside Regeneration Limited England Property Development 25%
HSU JV LLP England Property Development 20%**

* Company limited by guarantee
**[imited liability partnership

All the companies listed above have the same registered address as the Company.

12 Loans receivable
£000
At beginning of year 8,588
Additions 1,063
Repayments (946)
At 31 December 2018 ‘ 8,705
13 Inventories
2018 2017
£000 £000
Development inventories 9,355 7,116
9,355 7,116
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14 Debtors

2018
£000
Trade debtors 5,151
Amounts owed by group undertakings 2,447
Prepayments and accrued income 7,901
Prepayments — group undertakings ) 1,807
Other debtors . 2,769
20,075
Included within debtors are contract assets of £7,329k (2017: £23,203k).
15 Cash and cash equivalents
2018
£000
Cash at bank and in hand 1,581
Short term deposits 6,000
7,581
No cash or cash equivalents were restricted as of 31 December 2018 (2017: £nil).
16 Creditors - current
2018
£000
Trade creditors 5,588
Amounts owed to group undertakings 22,051
Accruals and deferred income . 8,208
Accruals and deferred income ~ group undertakings 5,797
Financial instruments 26
Other creditors 4,572
46,242

31 December 2018

2017
£000

5,470

2017
£000

1,250
7,000

8,250

2017
£000

5,740
36,890
12,427

3,639

290

8,958

67,944

£4,486k (2017: £1,756k) included within other creditors relates to overage payable in connection with development

projects.

Included within creditors are contract liabilities of £6,444k (2017: £4,477k).
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17 Called up share capital

2018 2017
£ £
Authorised, allotted, called up and fully paid
Ordinary shares of £1 each — 2 shares 2 2
2 2
18 Reserves
Cash flow Retained Total
hedge earnings
reserve
£000 £000 £000
At 1 January 2018 (290) 1,317 1,027
Loss for the year - (348) (348)
Net movement on cash flow hedges 264 - 264
At December 2018 26) 969 943

Cash flow hedge reserve

The cash flow hedge reserve is used to record the portion of the gain or loss on a hedging instrument in a cash flow
hedge that is determined to be an effective hedge.

19 Commitments

There were no contracted capital commitments at year end (2017: £nil). Future minimum rentals receivable by the
Company as a lessor under non-cancellable operating leases are as follows:

2018 2017

£000 £000

Not later than one year 14 -
After one year but not more than five years 336 -
350 -
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20 Related party transactions

The Company entered into transactions during the year with related companies as follows:

Bedford Riverside Regeneration Limited

The Company’s turnover from project manaoement services during 2018 with Bedford Riverside Regeneration
Limited was £nil (2017: £98k).

At 31 December 2018 £65k (2017: £25k) was due from the Company to Bedford Riverside Regeneration Limited.
£nil was included in deferred income (2017: £3k).

Hallsville Management Company Limited

The Company’s turnover from management services and associated charges during 2018 with Hallsville Manacement
Company Limited was £2k (2017: £42k).

At 31 December 2018 £nil (2017 £11k) was due to the Company from Hallsville Management Company Limited.

New Bath Court Limited

The Company’s turnover from construction services during 2018 with New Bath Court Limited, which is wholly
owned by HSU JV LLP, was £5,458k (2017: £nil).

At 31 December 2018 £1,230k (2017: £nil) was due to the Company from New Bath Court Limited and £122k (2017
£nil) was included in accrued income. '

21 Ultimate parent company and parent undertaking of smallest group of which the Company is a
member

The Corﬁpany is a subsidiary undertaking of Bouygues SA which is the ultimate parent company and controlling
party, incorporated in France.

The largest group in which the results of the Company are consolidated is that headed by Bouygues SA. The
consolidated financial statements of the group are available to the public and may be obtained from 32 Avenue Hoche,
75008, Paris, France.

The smallest group in which the results of the Company are consolidated is that headed by Bouygues Construction
SA. The consolidated financial statements of the group are available to the public and may be obtamed from 1 avenue
Eugene Freyssinet, 78061 Saint Quentin-en-Y velines, Cedex, France.

The Company’s immediate parent undertaking is Bouygues (U.K.) Limited, incorporated in England and Wales.

22 Changes in accounting policies

This note explains the impact of the adoption of IFRS 9 Financial Instruments and IFRS 15 Revenue from Contracts
with Customers on the Company’s financial statements.

IFRS 9 Financial Instruments

The Company has adopted IFRS9 Financial Instruments from 1 January 2018. No impact was identified on opening
equity as of 1 January 2017 or on comparative period amounts.

IFRS 15 Revenue from Contracts with Customers

The Company has adopted IFRS15 Revenue from Contracts with Customers from 1 January 2018. No impact was
identified on opening equity as of 1 January 2017 or on comparative period amounts. This reflects the fact that the
methods used by the Company to recognise revenue over time are consistent with the new standard. Currently, all
contracts entered into have one performance obligation.
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The Company has voluntarily amended the terminology used in relation to amounts previously referred to as “amounts
recoverable on contracts” to “contract assets” — see note 14. The Company has also voluntarily changed the
terminology used in relation to amounts previously referred to as “advance payments on contracts” to “contract
liabilities” — see note 16.

There are no other impacts on the amounts presented in these financial statements from adoption of the new standards.
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