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ASSOCIATED BRITISH PORTS ANNUAL REPORT AND ACCOUNTS 2018
Strategic report B,

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

1. Principal activities

The principal activities of the company comprise the ownership, operation and development of port
facilities and the provision of related services in the United Kingdom (“UK”). The company also
provides other transport facilities and related services including the Hams Hall rail freight terminal.
The company owns and operates 21 general cargo ports within the UK.

2.  Strategy

The company’s strategy is aimed at retaining and improving the company’s position as the largest
and leading port operator in the UK and is formulated around a largely “landlord” business model.
Under this model, the company selectively grants licences to and/or enters into contracts with third
parties to provide certain services at its ports whilst the company retains ownership of and
responsibility for maintaining and developing port infrastructure. As a result, a relatively low
proportion of the company’s revenues are generated through port operations, which differentiates
ABP from its competitors. This strategy results in ABP having a lower exposure to operating risk
than its competitors.

The company prioritises strategic opportunities in sectors and locations with good prospects for
growth and focuses on delivering growth in its operating performance primarily by investment in
infrastructure and equipment in partnership with quality customers. Where land available at ports
exceeds present and future requirements, the company pursues alternative non-port uses,
development or disposal.

ABP is the UK’s largest ports operator handling £149 billion of trade every year. Together with its
customers, its ports support 119,000 jobs across the country and contribute £7.5 billion Gross Value
Added to the national economy. ABP’s ongoing investment programme will ensure it continues to
support its customers, drive economic growth and fulfil its mission of ‘keeping Britain trading’.

The company’s corporate vision is “To maximise the profitable and sustainable growth of our
business by being our customers’ first choice provider of port services and infrastructure; and
ensuring our people achieve their potential, can fulfil their ambitions and go home safe every
day.”

The corporate vision is supported by six strategic “pillars”:

e Working safely and sustainably — being able to identify hazards, evaluate risks and use
appropriate precautions to carry out activities without endangering employees, others or the
environment; reporting accidents and incidents and understanding their causes and learning
from them so they are not repeated.

e Continually improving the operations and services the company provides — listening to
the views of customers, employees and others to identify areas where productivity and
quality of service can improve; measuring and evaluating performance, encouraging and
creating new ways of working, developing internal and external expertise.

e Putting customers first — gaining a thorough understanding of customers’ specific needs
and expectations; then not just meeting but exceeding them; effective and efficient service
and delivering exceptional value is key to building customer loyalty.
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Strategic report (continued)

e Creating a great place to work — investing in employees, allowing them to be the best they
can be; trusting and empowering them to help others achieve their goals and drive business
performance.

e Being good neighbours — engaging with stakeholders and communities at local, regional,
national and supra-national levels that impact or are impacted by the company’s business;
providing consistent, timely and accurate messaging to support corporate objectives.

e Providing effective infrastructure and equipment — optimising the whole life cost of new
and existing assets; taking account of customer and employee views in defining asset
capability; using technology and innovation to drive efficiency.

The company has established a programme of projects aligned to each of the above six strategic
pillars designed to improve every aspect of the business. As part of this programme of change, the
company is investing in new IT systems and developing new processes to transform productivity
(further details of which can be found in section 2.4).

The company continues to pursue a number of major investments which have the potential to
contribute significant profitable growth during the coming years. Further information on major
investments which are yet to be completed and potential opportunities is provided below.

2.1 Immingham Bulk Terminal (IBT)

In December 2018 ABP took over the operation of the Immingham Bulk Terminal from British
Steel, which is located on the west side of the port in Immingham. [BT handles over 5.5 million
tonnes of bulk cargoes such as iron ore, coal and coke each year destined for British Steel’s
steelworks in Scunthorpe. The project will help to strengthen the long-term future of British Steel’s
manufacturing operations in the region as well as the long association of the Humber Ports in
supporting the steel industry.

ABP has agreed to commit £65m to the Terminal and will invest in new cranes, equipment and
infrastructure to underpin the safe and reliable operation of the site for the future use. The
investment will help support the long-term future of steel manufacturing in the Humber region.

2.2 Humber Container Terminals

ABP operates two major container terminals on opposite sides of the Humber estuary, at Hull and
Immingham. In 2018 ABP continued its investment programme to increase the capacity of both
Humber container terminals from 295,000 units per annum to around 500,000 units per annum. The
upgrade is necessary to meet increasing demand, with the total volume of containers passing
through ABP’s Humber ports having risen 63% from 2013 to 2018.

In 2017 ABP announced it was investing a further £50m in its container terminals across the Ports
of Hull and Immingham, the first phase of which (amounting to around £14m) saw the expansion of
the Hull Container Terminal and the arrival in the first quarter of 2018 of two purpose-built gantry
cranes to support its operations.

The second phase commenced in 2018 with £36m planned investment in the container terminal at
Immingham. The investment covers various aspects, including improvements to safety and
terminal efficiency, in addition to unlocking further landside capacity allowing for growth from
2018’s 168,000 containers to 272,000 containers by 2024.

As well as increasing capacity, the improvements to the terminals demonstrate ABP’s commitment
to customer service, with improved quayside handling times and reduced waiting times for hauliers.
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23 Car Storage Facilities

As the UK’s leading vehicle-handling port, handling around 900,000 import and export vehicles a
year, Southampton continues to invest in facilities to support this important trade. A recent focus
has been on further increasing capacity to meet the needs of automotive customers. In addition to
the seven multi-story car parks (“MSCPs”) already established future investment will see the eighth
MSCP built at Southampton with completion due in the third quarter of 2019, adding an additional
3,000 spaces and bringing the port’s total automotive storage capacity to 50,000 vehicles.

In addition to its Southampton facilities, around 800,000 vehicles a year are handled by ABP’s ports
on the Humber. A 103 acre site in Grimsby was acquired in 2016 and is planned to be developed
on a phased basis into a major new storage and distribution facility. The first stage will see the
development of 25 acres for additional vehicle storage. Development work has commenced with
this initial phase expected to complete during the second quarter of 2019, increasing ABP’s storage
capacity by approximately 5,000 vehicles.

24 Business Transformation Programme

As part of the company’s strategic ambition to put customers first and to continually improve the
operations and services it provides, ABP launched a company-wide change programme in 2015,
tasked with the transformation of the company’s business processes and IT hardware and software,
including the implementation of SAP.

The business transformation programme has made significant progress and will underpin ABP’s
ability to deliver new, flexible and innovative solutions for its customers well into the future. ABP
has now successfully gone live with “back office” functions including finance and procurement.

Significant work will continue throughout 2019 with the full involvement of ABP’s stakeholders
throughout the business to develop further business functions and processes across all its regions.

25 Cruise Facilities

Construction work has begun to upgrade Ocean Cruise Terminal at the Port of Southampton to
support continued growth in the cruise sector. This £12m project will enable access for the increased
size of next generation cruise ships with completion expected at the end of 2019. The company
considers it likely that future investment will be required in the medium term to support increasing
demand from cruise lines for peak demand days and growth in passenger volumes.

2.6 Port Master Planning

ABP is continuing its master planning initiatives with the objective of improving the efficiency of
port configuration, allowing the business to plan for the infrastructure required to sustain future
long term growth. Master plans take into account a wide variety of commercial, social, technical,
environmental and political drivers of change and bring together a wide range of perspectives from
across the business in order to build a robust but flexible picture.

The coming year will see ABP extend Humber master planning across the whole region which will
integrate a strategic view of development opportunities, using a granular understanding of the
opportunities at the individual ports; further development of the Swansea & Port Talbot work
carried out in 2017; and support emerging plans for Fleetwood and Ipswich Island sites.
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In Southampton, following on from the published draft master plan, a leading maritime consultancy
company is looking at a number of market studies including forecasting, land allocation and master
planning of all land holdings in the Southampton portfolio. ABP is exploring a number of options to
meet the needs of its customers and anticipate to be in a position to start consultation on its longer
term development plans in 2019.

In 2018 ABP has continued to work on its Lowestoft master plan which supports the potential of the
port for future growth, particularly in the offshore wind operations and maintenance sector, and is
expected to be relevant in determining the potential impact on the port of Suffolk County Council’s
application to build a new bridge which, if approved, will cross ABP’s land and statutory harbour
area.

2.7 Offshore Wind

In recent years the company’s ports have increasingly supported the offshore wind industry through
the provision of port facilities for construction, operation and maintenance of offshore wind related
infrastructure. Many of the company’s ports are in close proximity to existing and planned offshore
wind development zones, in particular those in the North and Irish Seas. Additional land has been
leased to Siemens Gamesa in Hull in 2019 highlighting further growth opportunities in this sector.
The company continues to work with the offshore wind supply chain to cater for their growing
needs, which may provide future opportunities for investment in new port infrastructure.

2.8 Swansea Bay Tidal Lagoon

Swansea Bay Tidal Lagoon is a proposed 320MW tidal lagoon power plant designed to harmess the
tidal energy resource in Swansea Bay, South Wales, which has the second highest tidal range in the
world. The scheme, which consists of 16 hydro turbines and a six mile breakwater wall, has
attracted equity investors including Prudential and InfraRed Capital Partners. ABP has an
agreement in place with the developer Tidal Lagoon (Swansea Bay) Plc for the lease of land and
foreshore to support the scheme’s development. In June 2018 the government announced that it
will not be supporting the Swansea Bay Tidal Lagoon through the Contract for Difference
mechanism. Parent company Tidal Lagoon Power Limited is continuing to review options for
alternative funding mechanisms without government CfD support. The timescales and likelihood of
these funding mechanisms are not yet clear.

2.9 New Nuclear Power Plant Opportunities

The government has identified eight sites in England and Wales that are suitable to build new
nuclear power stations totalling up to 16GW by 2030. EDF Energy’s Hinkley Point C new nuclear
plant is already under construction and is expected to begin operations around 2025. Developers
are also proposing building new nuclear power stations at other designated sites including Moorside
in Cumbria, Sizewell in Suffolk and Bradwell in Essex. Discussions are ongoing with potential
suppliers to these projects about the possible utilisation of a number of ABP’s ports to support these
developments.

The large scale of new nuclear construction, coupled with the proximity of ABP’s ports to key sites
and ABP’s proven experience in delivering world-class major infrastructure, means the company is
well placed to benefit from this second phase of nuclear development in the UK.
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2.10 Group Renewable Energy Projects

ABP continues to invest in renewable energy generating schemes and signed a three year
framework agreement with a solar delivery partner to progress this work across its UK locations.
The further roll out of solar arrays and wind energy reached a total installed capacity (“TIC”) of
17.2MWp by the end of 2018, an increase of 17.6% on 2017, with a further 25% increase currently
being installed, taking the TIC to 21.5MWp in the first half of 2019. The energy generated by these
investments in 2018 was 16.3GWh. Around 9.8GWh is used within the ports at which they are
located, with around 6.5GWh/y of green electricity being exported to the National Grid.

In tandem with the increase in renewable energy generation the use of electric vehicles is also

enabling ABP to reduce GHG emissions and improve air quality. Southampton now has a fleet of
13 electric vehicles and 1 hybrid, with a further 9 on order. In addition, to accelerate the use of
electric vehicles in and around the port, Southampton has installed 22 charging points at Ocean Gate

in the Eastern Docks and 18 charging points at West Bay House in the Western Docks. There are

also 2 charging points at Town Quay. A further 8 charging points will be installed at the cruise
terminals in 2019. Short Sea Ports has also taken delivery of their first electric vehicle with another

7 on order.

Throughout 2019 and beyond, ABP will continue to assess potential energy efficiency, renewable
generation, alternative fuels and energy storage projects across its portfolio.

3. Development, performance and financial position of the business

e Cargo volumes handled by the company’s ports (excluding Southampton conservancy only
volumes) increased by 1.9% to 87.6m tonnes in 2018 (2017: 86.0m tonnes) primarily due to
strong ESI coal imports compared to 2017 driven by re-stocking following the cold winter.

e The company’s revenue increased by 4.3% to £563.1m (2017: £540.1m) primarily driven by
an increase in ESI coal of 44.7% to £17.8m (2017: £12.3m), unitised revenue (roll on - roll
off (ro/ro), vehicles and containers) of 5.4% to £141.7m (2017: £134.4m), cruise of 9.5% to
£28.8m (2017: £26.3m) and non commodity property rental income of 15.8% to £23.5m
(2017: £20.3m). The increase in ESI coal revenue was driven by strong volumes of ESI coal
imports as outlined above. The increase in unitised revenue was principally driven by
higher access channel dredge charges for containers at Southampton, increased storage
revenues for vehicles at Southampton as new capacity became available and higher volumes
and property rental from ro/ro at Immingham. The increase in cruise revenue was due to
higher passenger numbers versus prior year, the annual rate increase and additional parking
charges. A large portion of the increase in property rental income was due to the acquisition
of Eling Wharf in January 2018.

e Underlying operating profit (before movement in the fair value of investment properties, net
unrealised gains/losses on fuel derivatives and exceptional items), which is considered by
the Board to provide a good representation of the performance of the business, decreased by
2.4% to £259.7m (2017: £253.7m). The 2018 review of the company’s investment property
portfolio led to an increase in carrying values of £35.6m (2017: increase of £54.6m).

e Pre-tax profit amounted to £243.7m (2017: £247.5m) and the company recognised a tax
charge for the year of £52.5m (2017: £35.5m). Cash generated by operations totalled
£281.0m (2017: £286.9m).
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The company’s activities form the principal activities of the group of its intermediate parent, ABPA
Holdings Limited (“ABPAH”). Further details of the development, performance and outlook of the
ABPAH group and information relating to financial and non-financial KPIs are provided within the
Annual Report and Accounts of ABPAH.

The company had net assets of £2,510.0m as at 31 December 2018 (2017: £2,279.9m) including
cash of £34.0m (2017: £77.4m). The company’s cash resources are managed through a centralised
treasury function, which closely monitors and manages risks of the group owned by the company’s
ultimate parent, ABP (Jersey) Limited (“ABPJ”), in relation to liquidity, interest rate and capital
risks, along with credit risk relating to cash.

The company completed a number of major investments during the year. Further information on
these is provided below.

3.1 Humber Container Terminals

Nearly £30m has been invested in improving facilities at Hull Container Terminal (“HCT”)
including the purchase of four new Liebherr ship-to-shore cranes, two of which were delivered in
June 2016, with the remaining two delivered in the first quarter of 2018. The investment allows up
to three vessels to be loaded or discharged simultaneously. The additional capacity has enabled the
terminal to support additional Lift On-Lift Off (“Lo-Lo™) operators planning to offer services into
Hull. On the back of the investment announcements were made for a brand new service of three
sailings a week between Amsterdam and Hull in March 2018, a further new service of three sailings
a week between Belgium and Hull in May 2018 and a twice weekly-route between Antwerp and
Hull in October 2018. The additional services brings an extra 75,000 containers per year through
the Port of Hull.

3.2 W.E. Dowds (Shipping) Ltd

In February 2018 ABP acquired 100% of W.E. Dowds (Shipping) Ltd (“Dowds group”).
Established in 1960, Dowds group was among the UK’s leading family-owned port operations
businesses. The company operates a total of 10 separate warehouses with a combined area of over
50,000 sq. m based at ABP Newport, South Wales. The deal builds on Dowds group’s excellent
track record serving the UK steel market, enabling the business to grow. The transaction will also
help secure further growth for the Port of Newport.

4. Principal risks and uncertainties

As the principal operating entity of the group owned by the company’s ultimate parent, ABPJ, the
company has implemented policies designed to identify, assess and manage risks which are
supported by an organisational structure that ensures that responsibilities are clearly defined and
communicated.

The principal risks and uncertainties of the company are summarised below:

e Potential impacts from accidents, natural disasters and terrorist incidents - Accidents (e.g.
from the use of heavy machinery, related to workplace transport or handling of dangerous
cargo), natural disasters (principally flooding) and acts of terrorism (land, marine and
cyber), all have the potential to negatively impact the company’s ability to undertake its
operations. The company proactively manages these risks through implementation of a
range of policies and procedures, and through its Beyond Zero behavioural safety
programme. In addition contingency plans and insurance are in place to mitigate any losses.
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Regulatory backdrop - The General Data Protection Regulation and Data Protection Act
2018 came into force on 25 May 2018, introducing higher standards and additional
requirements for companies handling personal data. The European Union Port Services
Regulation was adopted by the European Council of Minister in January 2017 and enters
into effect in the UK on 24 March 2019. ABP is working to ensure the necessary
preparations are made to comply with the Regulation prior to implementation, with a view
to minimising the impact on customers at affected ports. We are also compliant with The
Network and Information Systems Directive (NIS D), which became law in May 2018, with
the objective to prevent (where possible) and improve the levels of protection against NIS
incidents across the EU. '

Government energy policy - ABP derives a significant proportion of its revenue from the
electricity supply industry. The UK’s energy mix has changed significantly in recent years,
with coal’s share of electricity generation continuing to fall and the government aiming for
the closure of all unabated coal-fired power stations by 2025 in favour of low-carbon
alternatives such as renewables and nuclear. The decline in coal has been partly offset by
increasing volumes of biomass for the UK’s largest power station, Drax. Legislation was
enacted in July 2018 that caps the level of Renewables Obligation (“RO”) Certificates
power stations can receive for biomass conversion and co-firing. The RO places an
obligation on UK electricity suppliers to source an increasing proportion of the electricity
they supply from renewables sources. Government policy favours the development of other
renewables such as offshore wind and tidal energy, as well as low-carbon alternatives to
coal such as nuclear energy. The company is well-placed to benefit from this with a number
of offshore wind farms planned for areas close to its ports. Furthermore, the development of
new nuclear power stations in England and Wales could provide opportunities for the
company’s ports to handle construction and project cargoes.

Brexit - The industry faces ongoing uncertainty ahead of the UK’s departure from the
European Union. ABP continues to engage with government departments and other
industry stakeholders to ensure trade can continue to flow between the UK and EU Member
States in any eventuality, including in the event of a no-deal outcome to the negotiations.
ABP has continued to invest in port infrastructure and facilities throughout the Brexit
process to ensure its ports are prepared to meet the requirements of existing customers and
those concerned about potential disruption at other ports.

Operational efficiency - The company has a number of operational efficiency targets, some
that will be enabled by a programme of system and process transformation aimed at
delivering effective and efficient business systems and processes that support the company’s
strategy (the Business Transformation Programme) and other regional productivity
initiatives. There is a risk that these initiatives fail to deliver the anticipated benefits. A
project governance structure has been implemented with stage gate reviews, quality
assurance reviews by KPMG and regular progress reporting to the Board.

Asset maintenance and capital project management - The efficient maintenance of the
company’s assets and the effective delivery of new assets (e.g. developing new port
facilities) are required to safeguard the ongoing operation and development of the
company’s business.

Market and competition - The ports market could become more competitive resulting in
downwards price pressure from existing and new competitors or threat of customer loss.
Despite weakness in domestic growth and signs of a weakening world economy, the impact
of changes in the market environment are largely mitigated by the company’s diverse cargo
base, its long-term contracts with a broad mix of customers and a proportion of the
company’s revenues being either guaranteed or not varying with throughput volumes.
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e Management of environmental matters - The company and its customers operate a diverse
range of operations across the company’s ¢.12,100 acres of land and seabed, including
heavy industrial operations. As such these could present a pollution risk or nuisance to
neighbouring communities if not effectively managed, affecting the company’s ability to
develop the estate. The company has an environmental management system in place which
incorporates a process of risk assessment, audit, review and training in order to control such
risks.

e Defined benefit pension liabilities - The valuation and service costs associated with the
defined benefit pension schemes in which the company participates can vary depending on
market conditions. A deterioration in the funding levels of such schemes could lead to the
need for additional contributions.

o Failure of third party infrastructure - The failure of third party infrastructure such as the
electrical supplies, road or rail infrastructure to the company’s ports could cause severe
disruption to the company’s operations.

e People - Failure to attract, retain, motivate and manage capable employees across the
business could limit the company’s ability to deliver its strategy.

Treasury matters throughout the company are controlled centrally and carried out in compliance
with policies approved by the Board of Associated British Ports Holdings Limited, the company’s
immediate parent undertaking. The company’s liquidity, interest rate and capital risks, along with
credit risk relating to cash, are managed by the group. The company’s other financial risks are
credit and foreign exchange risk. For further details of the company’s financial risk management
objectives and policies, see note 17 to the accounts.

5. Important events after the reporting period

On 28 February 2019 there was a fatal injury to a crew member on the UKD Cherry Sand which
occurred during a berthing operation at the Port of Rosyth (a non-ABP port). The Marine Accident
Investigation Branch (“MAIB”) and Maritime and Coastguard Agency (“MCA”) are both
investigating the incident and the company is fully supporting their investigations. It is too early to
make a reliable assessment of whether the incident will result in any legal action against the
company. As the incident took place in Scotland, the MCA will make a recommendation to
the Crown Office and Procurator Fiscal Service and the Procurator Fiscal will ultimately decide
whether or not to commence any legal action.

Following a statutory consultation with all employees in the last quarter of 2018 the company
agreed to provide future pension provision to employees via a mastertrust arrangement with the
Legal & General Group from 1 March 2019. As a result the defined contribution section of the
Associated British Ports Group Pension Scheme will be closed to new contributions. A bulk
transfer of the assets held for employees in the defined contribution section will be transferred to the
mastertrust in May 2019.
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6. Future outlook

The directors do not foresee any material changes in the principal activities of the company.

By Order of the Board

GSM Bull
Director
23 March 2019
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The directors present their report and the audited accounts of the company (number ZC000195) for
the year ended 31 December 2018.

Principal office
The company’s principal office is 25 Bedford Street, London, WC2E 9ES.

Dividends
The company paid no dividend during the current year (2017: £40.0m). The directors do not
recommend the payment of a final dividend (2017: £nil).

Directors
The directors of the company during the year and up to the date of these accounts were as follows:

Bird, SA

Bull, GSM

Cooper, NS resigned 29 June 2018
Garton, CC resigned 30 March 2018
Harston, AF

Kennerley, MB

McCartain, MBW

Nielsen, JS resigned 30 November 2018
Pedersen, HL appointed 13 August 2018
Penney, YK resigned 12 October 2018
Welch, AIM

Wyatt, MM appointed 14 March 2019

Marina Wyatt joined Associated British Ports on 7 February 2019 to replace Sebastian Bull as Chief
Financial Officer and has been appointed to the Board of the company with effect from 14 March
2019. Sebastian Bull has tendered his resignation from the Board with effect from 29 March 2019.

Directors’ indemnities

ABP (Jersey) Limited, the company’s ultimate parent undertaking, maintains directors’ and
officers’ liability insurance and pension fund trustees’ liability insurance which give appropriate
cover for any legal action brought against the directors and officers of the company.

Qualifying third party indemnity provisions (as defined by s.234 of the Companies Act 2006) for
the benefit of directors and officers were in force for all directors and officers during the year and
remain in force in relation to certain losses and liabilities which directors and officers may incur (or
have incurred) in connection with their duties, powers or office.

Charitable donations
The company donated £90,976 (2017: £112,453) to charities during the year.

10
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Human resources policies

The company’s personnel resources strategy includes commitments to the highest possible
standards of health and safety, equal opportunities, employee development, clear and fair terms of
employment, access to information, provision of market-competitive salaries and benefits, as well
as the maintenance of effective relationships with unions and contractors. The group of companies
owned by ABP (Jersey) Limited (“the group”) monitors a range of indicators to assist it with the
management of its employees.

The group is also committed to giving full and fair consideration to applicants for employment who
are disabled and to provide disabled employees with opportunities for training, career development
and promotion. If an employee becomes disabled during their employment every effort is made to
ensure that, wherever possible, the person can either continue in their present role or a different role
by arranging appropriate training and making reasonable adjustments.

The group monitors the gender diversity of all employees, senior managers and directors and a
detailed review of the information can be found within the strategic report in the accounts of ABPA
Holdings Limited (“ABPAH”). The group also monitors the ethnic diversity of its employees and
is committed to ensuring that all segments of its communities have the opportunity to participate in
and contribute towards the success of its business.

Employee involvement

The group is committed to the development of its employees and provides relevant training for
career progression. There is regular communication with employees through in-house publications
and the intranet. This communication includes information in respect of financial and economic
factors affecting the performance of the group. The group also consults with its employees about
both the methods and substance of communication.

The group operates incentive schemes available to all employees that seek to reward good group
performance.

A description of the management of social and community issues relating to the group can be found
within the strategic report of ABPAH.

Matters disclosed in the strategic report

The directors consider the following matters of strategic importance and have chosen to disclose

these in the strategic report:

. Financial risk management objectives and policies and details of the company’s exposure to
liquidity, interest rate, foreign exchange, credit and capital risk and other risk disclosures; and

. Important events which have occurred since the end of the financial year.

Auditor re-appointment

The auditor, Emst & Young LLP, was appointed by Associated British Ports Holdings Limited, the
company’s Holding Company, in accordance with s.10(1) of Schedule 2 of the Transport Act 1981
and, having indicated its willingness to continue in office, Emst & Young LLP will continue as
auditor to the company.

11
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Audit information
The directors of the company at the time of approving the directors’ report are listed above. Having
made enquiries of fellow directors and the company’s auditor, each of these directors confirms that:

e so far as he or she is aware, there is no relevant audit information (that is, information
needed by the company’s auditor in connection with preparing his report) of which the
company’s auditor is unaware;

e each director has taken all the steps that he or she ought to have taken as a director in order
to make himself or herself aware of any relevant audit information and to establish that the
company’s auditor is aware of that information; and

e ecach director is aware that it is an offence to make a knowingly false statement.

By Order of the Board

Ao

AC Garner
Secretary

25 Bedford Street
London, WC2E 9ES
23 March 2019

12
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Statement of directors’ responsibilities in respect of the preparation of the annual report and
accounts

The directors are responsible for preparing the annual report and accounts in accordance with
applicable law and regulations.

Company law requires the directors to prepare accounts for each financial year. Under that law the
directors have elected to prepare the company accounts in accordance with International Financial
Reporting Standards (“IFRSs”) as adopted by the European Union. Under company law, the
directors must not approve accounts unless they are satisfied that they give a true and fair view of
the assets, liabilities, financial position and profit or loss of the company. In preparing those
accounts, the directors are required to:

e present fairly the financial position, financial performance and cash flows of the company;

e select suitable accounting policies in accordance with IAS 8: Accounting policies, changes
in accounting estimates and errors, and then apply them consistently;

¢ make judgements that are reasonable;

e present information, including accounting policies, in a manner that provides relevant,
reliable, comparable and understandable information;

e provide additional disclosures when compliance with the specific requirements in IFRSs as
adopted by the European Union is insufficient to enable users to understand the impact of
particular transactions, other events and conditions on the company’s financial position and
financial performance; and

e state that the company has complied with IFRSs as adopted by the European Union, subject
to any material departures disclosed and explained in the accounts.

The directors are responsible for keeping adequate accounting records that are sufficient to show
and explain the company’s transactions, to disclose with reasonable accuracy, at any time, the
financial position of the company at that time, and to enable them to ensure that the company
accounts comply with the Companies Act 2006. They are also responsible for safeguarding the
assets of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities.
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ASSOCIATED BRITISH PORTS ANNUAL REPORT AND ACCOUNTS 2018

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ASSOCIATED BRITISH
PORTS

Opinion

We have audited the financial statements of Associated British Ports for the year ended 31
December 2018 which comprise the Income Statement, Statement of Comprehensive Income,
Balance Sheet, Statement of Cash Flows, Statement of Changes in Equity and the related notes 1 to
28, including a summary of significant accounting policies. The financial reporting framework that
has been applied in their preparation is applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union.

In our opinion, the financial statements:

e give a true and fair view of the company’s affairs as at 31 December 2018 and of its profit
for the year then ended;

e have been properly prepared in accordance with IFRSs as adopted by the European Union;
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:

¢ 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.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ASSOCIATED BRITISH
PORTS (continued)

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.

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:

¢ 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 13, 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
errTor.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ASSOCIATED BRITISH
PORTS (continued)

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.

6,fr~1)~ 4 ‘%‘3 LP

Matthew Williams (Senior statutory auditor)
for and on behalf of Emst & Young LLP, Statutory Auditor
London

24 March 2019
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Income statement for the year ended 31 December

2018 2017
Note £m - £m
Revenue 2 563.1 540.1
Cost of sales (228.8) (216.3)
Gross profit 334.3 323.8
Administrative expenses (80.6) (78.7)
Increase in fair value of investment properties 10 35.6 54.6
Operating profit 3 289.3 299.7
Analysed between:
Underlying operating profit before the following items: 259.7 253.7
Increase in fair value of investment properties 10 35.6 54.6
Net unrealised loss on fuel derivatives 0.7) (0.1)
Exceptional items 3 (5.3) (8.5)
289.3 299.7
Finance costs 6 (50.3) (52.5)
Finance income 6 11.1 0.3
Impairment of investment in subsidiary undertaking 11 (6.4) -
Profit before taxation 243.7 247.5
Taxation charge 7 (52.5) (35.5)
191.2 212.0

Profit for the year attributable to holding company

The company declared no dividend during the current year (2017: interim dividends of £40.0m).

The exceptional items relate to restructuring costs initiated as part of Associated British Ports’
(“ABP”) change programme. The costs relating to the change programme are disclosed separately
as management considers them to be material and they relate to the restructuring of ABP’s

activities.

_All results are derived from continuing operations in the United Kingdom.

Statement of comprehensive income for the year ended 31 December

2018 2017
Note £m £m
Profit for the year attributable to holding company 191.2 212.0
Other comprehensive income/(expense):
Other comprehensive income/(expense) not to be reclassified to
profit and l