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What restatements have been prepared?

Balance sheet as at 31 December 2003

Interim and annual accounts 2004
Income statement
Balance sheet
Cash flow statements
— Other primary statements
The restatements have been reviewed/audited
as appropriate

As part of the transition to IFRS, we have been required to restate our 2004
results, as these will form the comparative period in the 2005 IFRS accounts.

The starting point for the restatements was the balance sheet as at 31 December
2003, we have then restated, in full, the 2004 interim and annual accounts.

The restated interim accounts have been reviewed by our auditors and the
annual accounts have been audited.
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IFRS restatements

Income statement for the year ended 31 December 2004
£ million

Profit before income tax, UK GAAP
Impacts of transition to IFRS, ongoing
Share options (IFRS 2)
Goodwill amortisation (IFRS 3)
Pensions (IAS 19)

Joint venture tax (IAS 31)
Intangible amortisation (IAS 38)
Impacts of transition, specific to 2004

Goodwill
Others (net)

Profit before income tax, IFRS

Here you can see that the impact of IFRS is to increase the profit before tax from
£65.7 million to £91.2 million

| will talk about the individual standards in more detail later, but the key changes
for the income statement are as follows.

All share option schemes now result in a charge to the income statement and this
has reduced profit in 2004 by £1.8 million.

Goodwill is no longer amortised on a regular basis and this has resulted in the
elimination of £21.6 million charged in 2004.

The change in accounting for pension costs increases the overall charge by £2.6
million.

Our share of the results of joint ventures is now presented as a single, post tax,
item. This means that tax of £2.4 million is now included within profit before tax.

Under UK GAAP, goodwill previously written off to reserves was recycled to the
income statement and included in the profit or loss on disposal or closure of an
operation. This no longer happens under IFRS, increasing the profit for 2004 by
some £13 million.
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IFRS restatements
Pro forma income statement for the year ended 31 December 2004
£ million

Profit before income tax, reported
Amortisation
Business disposals and closures

Joint venture tax

Profit before income tax, adjusted

Fair value accounting adjustments
- share options granted
- pensions

Profit before income tax, underlying

This slide demonstrates how we will adjust profit before income tax under IFRS,
to show an underlying figure which excludes the impact of amortisation and
exceptional items.

The starting point is as per the previous slide.

There is then only a small amount of amortisation to add back and this relates to
some intangible assets acquired in 2004.

The concept of exceptional items disappears under IFRS, but we will be adjusting
for the impact of business disposals and closures, and finally we will gross up the
share of joint venture results to include our share of tax in the tax line.

The result of this is an adjusted profit before income tax under IFRS of £115.6
million for 2004 as compared to the £118.1 million previously reported under UK
GAAP, with the main difference being the increased pensions charge.

In addition to an adjusted profit before income tax we have also shown an
underlying figure of £120 million. This is before taking into account the effect of
those standards that add volatility in reported earnings, due to the required use of
fair value accounting.
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IFRS restatements

Pro forma income statement for the year ended 31 December 2004
£ million

Adjusted and
underlying  Adjusted  Underlying
UK GAAP IFRS IFRS

Profit before income tax 118.1 115.6 120.0
Effective tax rate 32.8% 35.0% 34.8%
Diluted earnings per share 25.9p 24.5p 25.6p

This slide shows the effective tax rate and diluted earnings per share using
adjusted and underlying bases for the profit before income tax. The effective tax
rate has increased due to the inclusion of the property disposals arising in 2004.

As you can see the underlying diluted earnings per share calculated under UK
GAAP and IFRS is broadly the same.
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IFRS restatements

Balance sheet as at 31 December 2004
£ million

Net assets, UK GAAP
Goodwill amortisation (IFRS 3)
Dividends (IAS 10)

Property, plant and equipment (IAS 16)
Pensions (IAS 19)

Others (net)

Net assets, IFRS

Here you can see the impact of transition to IFRS on the balance sheet as at 31
December 2004.

Again, | will discuss the individual standards in a bit more detail later, but the
most significant changes to the balance sheet are as follows.

The amortisation of £21.6 million charged in 2004 is added back to the carrying
value of goodwill.

Under IFRS, dividends are not recognised as a liability until they are declared, as
a result, the final dividend of £23.5 million, which was only proposed as at 31
December, is added back.

The surplus arising from the external revaluation of land and buildings in
December 2004 is reversed. This reduces the value of property, plant and
equipment by £11.4 million.

The impact of bringing on balance sheet all of the assets and liabilities in the
various pension schemes is to increase net assets by a net £7.2 million as at 31
December 2004.

As a point of reference this impact was £15.9 million as at 31 December 2003.

In total, the transition to IFRS has resulted in an increase in net assets of nearly
£40 million as at 31 December 2004. This is before taking into account the
effects of IAS 39.
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IFRS 2 and IAS 19

IFRS 2 — Share based payments

Charge required for all share based compensation schemes

— Under UK GAAP, SAYE and executive option schemes were exempt
— Annualised impact approx. £3 million

IAS 19 — Employee benefits

Variable impact

— recent experience suggests increased income charge of £2 - £5 million
Pension assets/(liabilities) on balance sheet

— Additional UK asset

— Additional Continental European liability
Gains and losses to be recognised in full, outside income
statement

The next few slides consider some of the new standards in more detail.

IFRS 2 requires a charge to the income statement in respect of all share option
schemes. The charge is based on the fair value of the award, which is calculated
using an option pricing model.

Under UK GAAP, there was no charge for AMEC’s Save As You Earn schemes
or executive options.

This charge is estimated to be about £3 million on an ongoing basis for the
current schemes.

IAS 19 introduces a different basis of accounting for pension costs in both the
income statement and the balance sheet.

The impact on the income statement will be variable, but we have been tracking
the costs for a few years and recent experience indicates that the charge will be
£2-5 million higher under IFRS.

Assets and liabilities in the pension schemes will be brought on balance sheet in
full.

This results in a net asset for AMEC as there is an aggregate surplus in the main
UK schemes, however, there are some additional liabilities Continental Europe
that we need to recognise on transition.

The pension schemes will be valued each year and actuarial gains and losses will
be recognised outside the income statement. This treatment should help
minimise the volatility in the income statement.
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IAS 31 — Joint ventures

£ million

2004
Operating profit 23.1

Interest (12.7)

Tax (2.4)

Post tax profit 8.0

Choice of equity accounting or proportional consolidation
— AMEC continuing to use equity method for PPP concessions
— PPP debt held off balance sheet (¢ £550 million)

Share of joint venture result shown as a one line, post-tax figure
—  Will reduce EBITDA/operating profit/interest payable

IAS 31 allows the same choices for accounting for joint ventures under UK
GAAP, either proportional consolidation or equity accounting.

We will continue to equity account for the PPP concessions, this will mean that
our share of the net debt in PPP concessions of about £550 million will continue
to be held off balance sheet.

There is however a change in how the results are presented in the income
statement.

Under UK GAAP, our share of operating profit was included within operating
profit and share of interest within interest and so on.

Under IFRS, the results are shown as a single, post tax figure.
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IFRS 3 and IAS 38

IFRS 3 — Business combinations

Positive goodwill not amortised
— Subject to annual impairment tests

IAS 38 — Intangible assets

New assets to be recognised for example
— Customer lists
— Order books
— Customer contracts
— In process research and development
New annual charge
— Amortised over useful life (likely to be shorter than goodwill)
— If indefinite life, subject to annual impairment testing

IFRS 3 on business combinations and IAS 38 intangible assets introduce some
significant changes in how we account for acquisitions.

There is no longer the requirement for annual amortisation of goodwill, instead,
there are annual impairment tests.

IAS 38 requires a value to be placed on any intangible assets that are acquired
as part of a business combination.

This will result in a number of new assets being seen on balance sheets some of
which are listed on this slide.

These intangible assets are then amortised over their useful lives, which are likely
to be shorter than the 20 years that was customarily used for goodwill.

If they have an indefinite life, then there is no amortisation but an annual
impairment test.
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IAS 16 — Property, plant and equipment

Revaluations
— AMEC will cease revaluing land and buildings

Transitional accounting

— Previous valuations treated as deemed cost
— UK GAAP 2004 revaluation exercise reversed

Revaluations of land and buildings are optional under IAS 16. Under UK GAAP,
AMEC had revalued land and buildings, but has taken the decision to cease this

practice.

Under the transitional arrangements, we will treat the previous revaluation as
deemed cost.

As the transition date is 1 January 2004, the revaluation on 31 December 2004 is
reversed.
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Additional changes in 2005 and beyond

IAS 39

— Hedging documentation in place as at 1 January 2005

— Most significant impact from interest/inflation rate swaps
in PPP joint ventures

Draft interpretations on concession accounting

— Aim to minimise changes in accounting policies,
continue with UK GAAP

— Interpretations subject to change, finalised in 2005?

| just want to finish off by talking about some of the changes that impact on 2005.

As | explained earlier, we have adopted IAS 39 on 1 January 2005. All of the
required hedging documentation was in place at that date and hedge accounting
will be available for all of the significant derivatives.

The impact of adopting IAS 39 will be to reduce the net assets by about £25
million (net), principally as a result of valuing the interest and inflation rate swaps
in the PPP joint ventures.

Some uncertainty surrounds the accounting for PPP concessions. The draft
interpretations issued earlier this year have not been applied in the restated
financial information as they have attracted considerable comment and could
change during their finalisation.

In order to minimise changes to the accounting polices, we will continue to
account for service concessions under FRS 5.
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