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Summary and outlook

Another strong performance
Increased profit and enhanced margins

Record order book due to differentiated
strategic positioning

Evolving into the UK's leading smart infrastructure
solutions company

Positive outlook
Confidence reflected in increased dividend.
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Chief Financial Officer
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Another strong performance

Underlying' — Underlying' — Revenue — including share Record order
operating profit profit before tax of joint ventures and book of

up 7% to up 13% to associates

(FY2017: £49.1m%) (FY2017: £43.8m*) (FY2017: £1.73bn) (FY2017: £3.9bn)

Underlying' — Dividend up Net cash balance’ Preferred bidder

basic earnings per 8% to position of
share of
(FY2017: 329p%) (FY2017: 14.0p) (FY2017: £177.7m) (FY2017: ¢ £400m)

* 2017 has been restated in accordance with common practice to reflect the decision to change the accounting treatment
of Research and Development Expenditure credits ((RDEC’) which is a reclassification between operating profit and taxation.
The 2017 reported basic earnings per share of 31.1p remains unchanged as a result of the restatement.

1. Before other items; amortisation of acquired intangible assets, employment related deferred consideration, an exceptional one-off
EUSIAIN pension charge of £8.6 million in respect of the equalisation of Guaranteed Minimum Pensions ((GMP’) impacting UK companies
with defined benefit schemes and a £2.6 million credit (2017: £2.5 million credit) for the reassessment of the accounting treatment

Results for the year ended 31 December 2018 of RDEC.

2. Net cash balance is cash and cash equivalents less interest bearing loans and borrowings



Track record of increasing profitability

Group underlying operating profit’

£49.1m*
£28.7m

2014 2015 2016 2017 2018

Note:

* 2017 has been restated in accordance with common practice to reflect the decision to change the accounting treatment
of Research and Development Expenditure credits (‘(RDEC’) which is a reclassification between operating profit and taxation.
The 2017 reported basic earnings per share of 31.1p remains unchanged as a result of the restatement.

EUSIAIN 1. Before other items; amortisation of acquired intangible assets, employment related deferred consideration, an exceptional
one-off pension charge of £8.6 million in respect of the equalisation of Guaranteed Minimum Pensions (GMP’) impacting UK

Results for the year ended 31 December 2018 companies with defined benefit schemes and a £2.6 million credit (2017: £2.5 million credit) for the reassessment of the
accounting treatment of RDEC.
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Enhanced margin reflects changing

nature of Costain’s business
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2017

2018

® Revenue reduction in 2018
due to lower level of capital
projects, with increased operating
margin reflecting strategic change
in mix of activities
e |n 2019 targeting further
increase in profit with an enhanced
5 margin on a lower revenue profile
O
£ e Expected revenue growth in 2020
% reflecting timing of major regulatory
= driven procurement programmes
Rail B Water
Highways . Power
. Nuclear . Oil and Gas
= Margin



GOSTAIN

Segmental income statement

2018

2017

Underlying
Revenue' operating profit?
fm fm

Underlying
Revenue'! operating profit?
fm fm

Margin

Infrastructure
Natural Resources
Alcaidesa (Spain)
Central costs

1,379.7 524
343.9 5.0
5.3 (1.4)
(6.9)

3.8%
1.5%

Underlying operating profit?

1,728.9 491

2.8%

Other JVs

Underlying profit from operations?
Net interest expense

Underlying profit before tax?
Statutory reported profit before tax

Underlying basic earnings per share?

Statutory reported basic earnings per share

Notes:

1. Including share of joint ventures and associates

2. Before other items; amortisation of acquired intangible assets, employment related deferred consideration, an exceptional one-off pension
charge of £8.6 million in respect of the equalisation of Guaranteed Minimum Pensions ((GMP’) impacting UK companies with defined benefit
schemes and a £2.6 million credit (2017: £2.5 million credit) for the reassessment of the accounting treatment of RDEC.

Results for the year ended 31 December 2018

0.3

49.4
(5.6)

43.8

41.8

32.9p

31.1p



GOSTAIN

Other items

Guaranteed Minimum Pension (GMP)
one-off pension cost

Research & development grant income —
change in estimate credits

Acquisition related —
Amortisation of acquired intangible assets

Employment related deferred consideration

Group operating profit - other items (pre-tax)

Results for the year ended 31 December 2018

2018

2017 e One-off cost of equalisation of Guaranteed
£m Minimum Pensions impacting UK companies

with defined benefit pension schemes

e Change in the accounting treatment of

o5 research and development expenditure credits,
with re-assessment of prior years included as
other items

(3.2)




Strong net cash position

2018 2017 e \Working capital outflow from
£m — Reversal of timing benetfit from 2017: ¢ £80m

Net cash at the beginning of the period 140.2 — Positive benefit in 2018: ¢ £30m
Cash from operations 57.3 — Net £50m reversal
Changes in working capital (excluding 15.0 e Average month-end cash balance of £77.1m as
pension deficit contributions) expected (2017: £96.7m)
Cash flow from operating activities 72.3
S e et s (125 e Cash conversion for 3 years to Dec 2018 — 86%
Acquisition consideration (2.4) ® Year-end positive timing will unwind in H1 2019
s ) ® Year-end and month-end average will trend closer
Tax (5:3) to each other
Share capital, interest, tax, fixed assets, (2.7)
investments and currency e Average month-end cash balance in 2019 expected
Net cash at end of period 177.7 to be ¢ £80m, trending up in 2020
Net cash reconciliation
Cash and cash equivalents at end of period 248.7
Less bank overdraft/borrowings (71.0)
Reported net cash 177.7

GOSTAIN

Results for the year ended 31 December 2018



Well-established strategic supplier relationships

e Strategic partner relationships in place with 85 suppliers representing
63% of annual spend

e Strategic partners and preferred suppliers total 299 organisations
representing 89% of annual spend

® Target cost, cost reimbursable arrangements with suppliers
aligned to contracts with clients

e Average time taken to pay invoices, by number,
in 2018 H2 - 53 days (2018 H1 - 59 days)

e On track to get below 50 days in 2019, the cashflow
impact of which will be marginal as average
time to pay based on invoice value is

already ¢ 30 days

e No supplier financing arrangements

* Project bank accounts increasingly common,
working capital neutral

I GOSTAIN
Results for the year ended 31 December 2018



Robust and enhanced balance sheet

31 December 2018 31 December 2017
fm

Assets Banking facilities of

118.7 £’]9’Im

Non current assets
(excluding pension deficit deferred tax)

Trade and other receivables 291.1 Utilised — £71m
Cash and cash equivalents 248.7

Current assets 539.8 Bonding facilities of
Total assets 658.5 £320 m

Current liabilities (423.2) e

Total assets less current liabilities 235.3 Utlllsed N £1 O3m
Non current liabilities (61.9)

(excluding net pension liability)

Maturity date of

4 30 June 2022

154.0

Pension liability net of deferred tax

Total equity

GOSTAIN

Results for the year ended 31 December 2018



fm

Increasing shareholder returns

Total value of dividend pay-out e Reflecting the historic and expected future pay-
out ratio, the Group will target dividend cover of

16 around 2.5 times underlying earnings

14 e Recommended final dividend of 10.0 pence per

share (2017: 9.25 pence) increasing the total
dividend for the year by 8% to 15.15 pence per
share (2017: 14.0 pence)

e Dividend will be paid on 17 May 2019 to
shareholders on the register at 12 April 2019

12
10

* |n accordance with agreed deficit recovery plan,
pension contribution topped up to match total
annual dividend pay-out.

o N B~ O o

2014 2015 2016 2017/ 2018

. Final . Interim

I GOSTAIN
Results for the year ended 31 December 2018
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GOSTAIN

Fourth industrial revolution having global impact

Ouantum Bio-technology
computing

Biological
Artificial
intelligence

Digital Physical

Nano-
technology

Technology revolution is fundamentally changing all markets

Coal-fired power Smart meter

Results for the year ended 31 December 2018
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GOSTAIN

re-think infrastructure

Client question

Describe where
you have identified,
implemented and utilised
innovative ideas directly,

or indirectly, with your
United client, supply chain and
Utilities contract partners.

9

ENERGY

Client question

How do you deploy
and use emerging
technology to improve
overall performance to the
benefit of the client and
supplier?

Working with our clients to fundamentally

<>
TRANSPORTATION

r. B Highways
houlder e England

-
o —

— e
7 (50) = ) (60) 8NN ltyi
B N Client question

Describe how
technology would be
applied to improve the
outcome for users.

Clients demanding evidence of innovation and technology integration

Results for the year ended 31 December 2018
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Opportunities in major regulatory-driven
procurement processes

< TRANSPORTATION
Highways England: Network Rail: IR MY
Road Period 2 (2020-2025) CPé6 (2019-2024) Smart mobility
c £25on c f47on g

Reduced leakage
Ofwat: Ofgem: elioent set ontmisation
AMP7 (2020-2025) RIIO-1 (2013-2023)

c £50bn c £60bn prew

Decarbonisation
I GOSTAIN
Results for the year ended 31 December 2018

Decentralisation
Digitisation

16



Costain is at the forefront of the smart
infrastructure revolution

<= TRANSPORTATION

Smart motorways
Digital railway
Smart mobility

EUS'"_“N Technology
() WaTER
Reduced leakage COSTAIN'S
Improved customer service < S ma rt > RANGE OF
Intelligent asset optimisation I INTEGRATED
nfrastructure
SERVICES
Solutions

9 ENERGY

Complex | Asset
delivery | optimisation

Decarbonisation
Decentralisation

Digitisation

I COSTAIN
Results for the year ended 31 December 2018
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Systems thinking
Complex
delivery

Compliance
SHESE > consultancy

Flow monitoring o , et LTy i I‘Il
and sensor - 3] ' II[ mﬂﬂm

() | . 1 I

Energy : i W _ | it .l -
Operator app »> generation B, ===y 2 B T s |
platforms ' and CHP biogas

Process design

and design
Asset integrity engineering
drone surveys

GIS asset
mapping and

digitalisation
Security systems

integration

Programme
' i gl 7 . e ' and project
Operating ' A ) e v . management
control _ —f- i
system

Results for the year ended 31 December 2018 T
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£, ENERGY

Modulised Os;rsitliiinal
e POWer
delivery g

Aerial drone survey Complex
based data

Og O
. delivery
communities

advisory

Programme
and project . Data
management analytics

Project
controls

= f
' ..
- . _ - - iy Investment " ) - Jor
d ' appraisal ¥ . - - Process
studies . i : ' : . . engineering/
. it & i : design studies/
Technology . . St iy, | 3 : Transitioning I b T Lot FEED
— L1+ =1 Y . s : : . |
solutions ~ - : = =h1 ] ok A T ; to hydrogen -
e R = : s Cabling and
connected

utilities

Intelligent asset
optimisation

_ Nuclear
GIS planning . : decommissioning Dynamic process
development /=Sl N — simulation

COSTAIN.

“Results for the year ended 31 December 2018 19



: GIS planning
Lol | : . development

m | | Im""““'r!”l"

- e == — — — s =1 T e A ce— 3
e keep tl 1€ — T s
- p— Sustainability — _ . W s Transpor.tation - ,J") 'uﬁ?.-_ 5
L g modelling A planning = ‘

nation moving

Programme
and project
management

Investment/ ‘ Innovative Ee ) — = : -

commercial ‘ delivery A s = == ;e Modulised

consultancy — = | _ NN - o o design and
_ | o _— o P s = o delivery

Operational

modelling Stakeholder

Full grip 1-8 Y Sutl? " | _ R 3 TS dF : ' management
capability - > I [
Major inner city '
complex
delivery

: : Technology

. _ : , ool — «Q . solutions
Aerial drone | -l 2 Urban realm

survey : - Offsite ' o | 8 p and pedestrian
fabrication and s - ' modelling
delivery '

GOSTAIN

Results for the year ended 31 December 2018




Use Hard 2. < TRANSPORTATION

Programme

and project
O u e r management

Supply and
maintenance of
message signs

CCtv
monitoring

Motorway incident delivery

detection and
automatic signalling
loop in road

—N

SMART
motorway
programmes

Connected and
autonomous

vehicle testing m

HGV

platooning
trial

;

Algorithms to control
signage

(oSl )

Vehicle movement
consultancy

/'\-[ ~
Roadside
technology
systems

Highways operation
and maintenance

GOSTAIN

Results for the year ended 31 December 2018
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One third

of our Executive
Board is female

C 1 ,300 Chartered professionals

Over one third of our - across a wide range

pecztplehwolrking azlross | of disciplines
echnology an
consultancy

THE TIMES

Dedicated staff at : )
PhD students undertaking new|y en|arged The TlmeS TOp

leading-edge research at . technology centre 50 Employers for
renowned universities N R s =
Women 2018

Results for the year ended 31 December 2018



Resulting in record, higher-quality order book

Record order
book of

f4.2bn

(FY2017: £3.9bn)

e Higher-quality reflects strategic
change in mix of activities

e Over 90% repeat business

o Over 90% cost reimbursable
contracts

GOSTAIN

Results for the year ended 31 December 2018



Summary and outlook

Another strong performance
Increased profit and enhanced margins

Record order book due to differentiated
strategic positioning

Evolving into the UK's leading smart infrastructure
solutions company

Positive outlook
Confidence reflected in increased dividend.
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Order book profile

2018
2019

2019
2020

2020+

2021+
Preferred bidder
Dec 2017

Dec 2018

0 500 1,000 1,500 2,000 2,500

fm
I GOSTAIN
Results for the year ended 31 December 2018

Higher-quality order book

£4.2bn

Dec 2018

Dec 201/

26



Managing legacy pension obligation

Fair value of scheme assets

Present value of defined benefit
obligations

Recognised liability for defined
benefit obligations

Deferred tax

31 Dec e Reduction in net deficit primarily due
2017 to favourable asset returns, reduction in
£m liabilities from updated assumptions

and company contributions

e Contributions at £10m per annum
(803.4) (increasing with inflation) plus a top-up to
match annual dividend payments

Net pension deficit

I GOSTAIN
Results for the year ended 31 December 2018

(23.9) e Next triennial actuarial valuation as at
31 March 2019
4.5 e GMP equalisation estimated at £8.6m,

increase in liability and one-off exceptional

(19.4) charge to income statement.

27



Alcaidesa

* Assets regarded as non-core

e Costain’'s assets are:

— Two golf courses and associated parcel of land
— 600 berth marina concession

e Net book value £25.5m (currency risk hedged)
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Cautionary forward-looking statements

This presentation contains forward-looking statements
based on current expectations and assumptions.
Various known and unknown risks, uncertainties and
other factors may cause actual results to ditfer from any
future results or developments expressed or implied
from the forward-looking statements. Each forward-
ooking statement speaks only as of the date of this
document. The Group accepts no obligation to publicly
revise or update these forward-looking statements or
adjust them to future events or developments, whether
as a result of new information, future events or
otherwise, except to the extent legally required.

I GOSTAIN
Results for the year ended 31 December 2018



