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Item 2.02.                                    Results of Operations and Financial Condition.
 

On November 11, 2014, AECOM Technology Corporation (the “Company”) issued a press release announcing the financial results for its
fiscal fourth quarter and fiscal year ended September 30, 2014.  A copy of the press release is attached to this report as Exhibit 99.1.  Exhibit 99.1 attached
hereto shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, nor shall it be deemed incorporated by
reference in any filing under the Securities Act of 1933, as amended.
 
Item 7.01.                                    Regulation FD Disclosure.
 

The following information is being provided under Item 7.01 Regulation FD Disclosure in this Current Report on Form 8-K: a transcript
from the Company's November 11, 2014 analyst conference call discussing its financial results for the fourth quarter of fiscal year ended September 30, 2014.

 
This transcript is filed as Exhibit 99.2 to this Current Report and is incorporated herein by reference as if fully set forth.  Exhibit 99.2

attached hereto shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, nor shall it be deemed
incorporated by reference in any filing under the Securities Act of 1933, as amended.

 
The information contained in the transcript, which was prepared by Thomson Reuters, is a textual representation of the Company's

conference call. There may be material errors, omissions or inaccuracies in the reporting of the contents of the conference call. The Company assumes no
responsibility to correct or update the third-party transcript. Users are advised to review the Company's conference call itself (which is accessible via the
Company's website) and the Company's SEC filings before making any investment or other decisions.

 
The furnishing of the transcript is not intended to constitute a representation that such furnishing is required by Regulation FD or that the

transcript includes material investor information that is not otherwise publicly available.
 



In accordance with the safe harbor provisions of the Private Securities Litigation Reform Act of 1995, the Company notes that certain
statements set forth in this Current Report on Form 8-K provide other than historical information and are forward looking. The actual achievement of any
forecasted results, or the unfolding of future economic or business developments in a way anticipated or projected by the Company, involve numerous risks
and uncertainties that may cause the Company’s actual performance to be materially different from that stated or implied in the forward-looking statement.
Among those risks and uncertainties, many of which are beyond the control of the Company, include, without limitation, uncertainties related to
appropriations for funding of, or issuing notices to proceed under, government contracts; relationships with governmental agencies that may modify, curtail or
terminate contracts; delays in the completion of the budget process of the U.S. government could delay procurement of services; potential adjustments to
government contracts which are subject to audits to determine reimbursable contract costs; adverse results from losses under fixed-price contracts; limited
control over operations run through the Company’s joint venture entities; misconduct by employees or consultants or the Company’s failure to comply with
laws or regulations applicable to its business; current deficits in the Company’s defined benefit plans could grow in the future and create additional costs;
exposure to legal, political and economic risks in different countries as well as currency exchange rate fluctuations; risks related to security in international
locations; failure to successfully execute the Company’s merger and acquisition strategy; the need to retain the continued services of our key technical and
management personnel and to identify and hire additional qualified personnel; uncertainties about security clearances for the Company’s employees; the
competitive nature of the Company’s business; the Company’s liability and insurance policies may not provide adequate coverage; the Company’s leveraged
position and ability to service its debt; unexpected adjustments and cancellations related to backlog; dependence on other contractors or subcontractors who
could fail to satisfy their obligations; systems and information technology interruption; changing client preferences/demands, fiscal position and payment
patterns; and the continuing economic downturn in the U.S. and international markets and tightening of the global credit markets. Readers should consider all
of these risk factors as well as other information contained in this report.
 
Item 9.01                                       Financial Statements and Exhibits. 
 

(d)  Exhibits
 

99.1                             Press Release, dated November 11, 2014 announcing the Company’s financial results for the fourth quarter and fiscal year
ended September 30, 2014.

99.2                             Transcript of the Company’s November 11, 2014 analyst conference call discussing its financial results for the fourth quarter
and fiscal year ended September 30, 2014.
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SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned
thereto duly authorized.
 
 

AECOM TECHNOLOGY CORPORATION
  
  
Dated: November 13, 2014 By: /s/ DAVID Y. GAN
  

David Y. Gan
  

Senior Vice President,
  

Assistant General Counsel
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Press Release, dated November 11, 2014 announcing the Company’s financial results for the fourth quarter and fiscal year ended
September 30, 2014.

99.2
 

Transcript of the Company’s November 11, 2014 analyst conference call discussing its financial results for the fourth quarter and fiscal year
ended September 30, 2014.
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AECOM reports fourth-quarter, full-year fiscal year 2014 results
 

Quarter and Full-Year Highlights
 

·                  Wins of $4.2 billion in the quarter; backlog of $25.1 billion, including $3 billion acquired from Hunt Construction Group.
·                  Free cash flow of $162 million; $298 million for full-year fiscal 2014.
·                  Quarterly EPS of $0.79; full-year EPS of $2.53, excluding acquisition and integration expenses.
·                  Company targets fiscal year 2015 adjusted EPS of $2.75 to $3.35, including 50 weeks of URS contribution.
·                  Company completed acquisition of URS Corporation on Oct. 17, 2014, as previously announced.

 
LOS ANGELES (Nov. 11, 2014) — AECOM Technology Corporation (NYSE: ACM), the world’s #1-ranked engineering design firm, reported fourth-
quarter revenue of $2.6 billion and net service revenue(1), of $1.3 billion.  Operating income equaled $103 million, net income(2) was $64 million, and
diluted earnings per share(2) equaled $0.64. After adjusting for acquisition and integration expenses, diluted earnings per share(3) were $0.79 for the quarter
and $2.53 for the fiscal year.
 

  
Fourth Quarter

 
Fiscal Year

 

($ in millions, except EPS)
 

Q4 FY13
 

Q4 FY14
 

YOY % 
Change

 
FY13

 
FY14

 

YOY %
Change

 

Gross Revenue
 

$ 2,079
 

$ 2,563
 

23
 

$ 8,153
 

$ 8,357
 

3
 

Net Service Revenue(1)
 

1,244
 

1,319
 

6
 

4,977
 

4,856
 

(2)
Operating Income

 

123
 

103
 

(17) 377
 

353
 

(6)
Net Income(2)

 

77
 

64
 

(16) 239
 

230
 

(4)
EPS(2)

 

0.77
 

0.64
 

(17) 2.35
 

2.33
 

(1)
EPS (exc. acquisition/integration expenses)

(3)
 

0.77
 

0.79
 

3
 

2.35
 

2.53
 

8
 

Operating Cash Flow
 

160
 

175
 

9
 

409
 

361
 

(12)
Free Cash Flow(5)

 

145
 

162
 

11
 

356
 

298
 

(17)
 
Note: All comparisons are year over year unless otherwise noted.
 
“AECOM delivered strong new wins of $4.2 billion in the quarter, and ended the year with total backlog of $25.1 billion, including $3 billion from the
addition of Hunt Construction Group,” said Michael S. Burke, AECOM’s chief executive officer.  “Our construction services business benefited from
continued private sector spending growth and strong execution, while strength in our international design business and improved MSS profitability
underscored our leading position in the markets we serve.”
 
Burke added, “With the URS transaction closed, AECOM is focused on integrating two world-class organizations and executing on our strategy to become
the premier fully integrated infrastructure firm.”
 
“We are pleased to report another strong quarter and fiscal year of free cash flow,” added President and Chief Financial Officer Stephen M. Kadenacy.  “We
have already begun integrating the two companies and are focused on delivering our targeted synergies.”
 

—more—
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New Wins and Backlog
 
New wins in the quarter of $4.2 billion were driven by strength in the company’s construction services business, which continues to benefit from strong
spending growth in AECOM’s core metropolitan markets.  Hunt Construction Group, which AECOM acquired during the fourth quarter, contributed $3
billion of acquired backlog.  The company’s book-to-burn ratio(6) was 1.6x for the quarter, with total backlog at Sept. 30, 2014, of $25.1 billion, representing
52 percent total growth and 33 percent organic growth. These results demonstrate the underlying competitive strength of AECOM’s diversified capabilities as
clients increasingly seek to partner with contractors that offer integrated services with global execution capabilities.
 
Business Segments
 
In addition to providing consolidated financial results, AECOM reports separate financial information for its two segments: Professional Technical Services
(PTS) and Management Support Services (MSS).
 
Professional Technical Services
 



The PTS segment delivers planning, consulting, architecture and engineering design, as well as program and construction management services to
institutional, commercial and public sector clients worldwide.
 
Revenue of $2.4 billion in the quarter increased 27 percent, and net service revenue (NSR) grew 10 percent to $1.2 billion.  Growth in construction services
and continued strength in Europe, the Middle East, Africa, and Asia helped offset a lower-than-anticipated contribution from the company’s design business
in the Americas.  For the fiscal fourth quarter and the full year, operating income was $125 million and $407 million, respectively.
 
Management Support Services
 
The MSS segment provides program and facilities management and maintenance, training, logistics, consulting, technical assistance and systems integration
services, primarily for agencies of the U.S. government.
 
Revenue declined 9 percent in the quarter to $201 million, and net service revenue declined 27 percent to $98 million.  For the fiscal fourth quarter and the
full year, operating income increased $3 million and $9 million, respectively. MSS’s diversification strategy has allowed for margin improvement despite the
decline in revenue.
 
Tax Rate
 
Inclusive of the non-controlling interest deduction and excluding acquisition and integration expenses incurred during the fourth quarter, the tax rate was 30.1
percent, with a full-year rate of 26.4 percent.  Inclusive of the impact of acquisition and integration expenses, the company’s tax rate for the fourth quarter and
full year was 31.7 percent and 26.3 percent, respectively.
 

—more—
 

 
3-3-3
 
Cash Flow
 
Cash flow from operations for the quarter was $175 million and $361 million for the full year.  Free cash flow, which includes capital expenditures of $13
million in the quarter and $63 million for the full year, was $162 million and $298 million, respectively.
 
Balance Sheet
 
As of Sept. 30, 2014, AECOM had $574 million of total cash and cash equivalents, $1.0 billion of debt and $1.05 billion in committed bank facilities with
$1.04 billion in unused capacity.
 
Fiscal 2015 Outlook
 
AECOM is targeting adjusted EPS(4) for fiscal year 2015 of $2.75 to $3.35.  The mid-point of the guidance range assumes approximately $110 million of
realized synergies from the acquisition of URS.
 
In addition, the company expects full-year interest expense of approximately $225 million, a tax rate of 32 percent, excluding acquisition and integration
expenses and the amortization of intangibles assets, and a full-year share count of 155 million shares.
 
Adjusted EPS guidance excludes the amortization of intangible assets and acquisition and integration expenses.  In total, these items are expected to result in
a pre-tax expense of approximately $540 million.
 
AECOM is hosting a conference call today at 12 p.m. EST, during which management will make a brief presentation focusing on the company’s results,
strategies and operating trends.  Interested parties can listen to the conference call and view accompanying slides via webcast at www.aecom.com.  The
webcast will be available for replay following the call.
 

(1)AECOM’s revenue includes a significant amount of pass-through costs and, therefore, the company believes that revenue, net of other direct costs (net
service revenue, or NSR), which is a non-GAAP measure, also provides a meaningful perspective on its business results. See the accompanying reconciliation
of revenue, net of other direct costs, to revenue, the closest comparable GAAP measure.
(2)Defined as attributable to AECOM.
(3)Defined as attributable to AECOM, excluding acquisition and integration expenses.
(4)Defined as attributable to AECOM, excluding intangible amortization, and acquisition and integration expenses.
(5)Free cash flow is defined as cash flow from operations less capital expenditures and is a non-GAAP measure.  See the accompanying reconciliation of free
cash flow from operations, to cash flow from operations, the closest comparable GAAP measure.
(6)Book-to-burn ratio is defined as the amount of gross revenue wins divided by gross revenue recognized during the period.
 

—more—
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About AECOM
 
With nearly 100,000 employees — including architects, engineers, designers, planners, scientists and management and construction services professionals —
serving clients in more than 150 countries around the world following the acquisition of URS, AECOM is a premier, fully integrated infrastructure and



support services firm.  AECOM is ranked as the #1 engineering design firm by revenue in Engineering News-Record magazine’s annual industry rankings. 
The company is a leader in all of the key markets that it serves, including transportation, facilities, environmental, energy, oil and gas, water, high-rise
buildings and government. AECOM provides a blend of global reach, local knowledge, innovation and technical excellence in delivering solutions that create,
enhance and sustain the world’s built, natural and social environments.  A Fortune 500 company, AECOM companies, including URS Corporation and Hunt
Construction Group, had revenue of approximately $19.5 billion during the 12 months ended Sept. 30, 2014.  More information on AECOM and its services
can be found at www.aecom.com.
 
Forward-Looking Statements: All statements in this press release other than statements of historical fact are “forward looking statements” for purposes of
federal and state securities laws, including any projections of earnings, revenue, profit margins, cash flows, share count or other financial items; any
statements of the plans, strategies and objectives for future operations; and any statements regarding future economic conditions or performance.  Although
we believe that the expectations reflected in our forward looking statements are reasonable, actual results could differ materially from those projected or
assumed in any of our forward looking statements.
 
Important factors that could cause our actual results, performance and achievements, or industry results to differ materially from estimates or projections
contained in forward-looking statements include: uncertainties related to global economic conditions and funding, audits, modifications and termination of
long-term government contracts; losses under fixed-price contracts; limited control over operations run through our joint venture entities; misconduct by our
employees or consultants or our failure to comply with laws or regulations; failure to successfully execute our merger and acquisition strategy; the failure to
retain and recruit key technical and management personnel; and unexpected adjustments and cancellations related to our backlog.  Additional factors that
could cause actual results to differ materially from our forward looking statements are set forth in our reports filed with the Securities and Exchange
Commission.  We do not intend, and undertake no obligation, to update any forward looking statement.
 
This press release contains financial information calculated other than in accordance with U.S. generally accepted accounting principles (“GAAP”).  In
particular, the company believes that non-GAAP financial measures such as revenue, net of other direct costs, and free cash flow also provide a meaningful
perspective on its business results as the company utilizes this information to evaluate and manage the business.  This non-GAAP disclosure has limitations as
an analytical tool, should not be viewed as a substitute for financial information determined in accordance with GAAP, and should not be considered in
isolation or as a substitute for analysis of the company’s results as reported under GAAP, nor is it necessarily comparable to non-GAAP performance
measures that may be presented by other companies.
 

—more—
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AECOM Technology Corporation
Consolidated Statement of Income

(in thousands, except per share data)
 
  

Three Months Ended
 

Twelve Months Ended
 

  

September 30,
2013

 

September 30,
2014

 
% Change

 

September 30,
2013

 

September 30,
2014

 
% Change

 

              
Revenue

 

$ 2,079,087
 

$ 2,562,529
 

23.3% $ 8,153,495
 

$ 8,356,783
 

2.5%
Other direct costs

 

834,968
 

1,243,294
 

48.9% 3,176,520
 

3,501,156
 

10.2%
Revenue, net of other direct costs (non-

GAAP)
 

1,244,119
 

1,319,235
 

6.0% 4,976,975
 

4,855,627
 

(2.4)%
Cost of revenue, net of other direct costs

 

1,103,906
 

1,190,204
 

7.8% 4,526,987
 

4,452,451
 

(1.6)%
Gross profit

 

140,213
 

129,031
 

(8.0)% 449,988
 

403,176
 

(10.4)%
              
Equity in earnings of joint ventures

 

6,464
 

8,509
 

31.6% 24,319
 

57,924
 

138.2%
General and administrative expenses

 

(23,953) (15,547) (35.1)% (97,318) (80,908) (16.9)%
Acquisition and integration expenses

 

—
 

(19,473) 0.0% —
 

(27,310) 0.0%
Income from operations

 

122,724
 

102,520
 

(16.5)% 376,989
 

352,882
 

(6.4)%
              
Other income

 

1,480
 

1,892
 

27.8% 3,522
 

2,748
 

(22.0)%
Interest expense

 

(10,242) (10,120) (1.2)% (44,737) (40,842) (8.7)%
Income before income tax expense

 

113,962
 

94,292
 

(17.3)% 335,774
 

314,788
 

(6.3)%
              
Income tax expense

 

35,735
 

29,657
 

(17.0)% 92,578
 

82,024
 

(11.4)%
              
Net income

 

78,227
 

64,635
 

(17.4)% 243,196
 

232,764
 

(4.3)%
              
Noncontrolling interest in income of

consolidated subsidiaries, net of tax
 

(1,659) (609) (63.3)% (3,953) (2,910) (26.4)%
              
Net income attributable to AECOM

 

$ 76,568
 

$ 64,026
 

(16.4)% $ 239,243
 

$ 229,854
 

(3.9)%
              
Net income attributable to AECOM per

share:
             

Basic
 

$ 0.78
 

$ 0.65
 

(16.7)% $ 2.38
 

$ 2.36
 

(0.8)%
Diluted

 

$ 0.77
 

$ 0.64
 

(16.9)% $ 2.35
 

$ 2.33
 

(0.9)%
              
Weighted average shares outstanding:

             

Basic
 

98,028
 

98,107
 

0.1% 100,618
 

97,226
 

(3.4)%
Diluted

 

99,652
 

99,743
 

0.1% 101,942
 

98,657
 

(3.2)%



 
—more—
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AECOM Technology Corporation
Balance Sheet and Cash Flow Information

(in thousands)
 
  

September 30, 2013
 

September 30, 2014
 

Balance Sheet Information:
     

Total cash and cash equivalents
 

$ 600,677
 

$ 574,188
 

Accounts receivable — net
 

2,342,262
 

2,654,976
 

Working capital
 

1,078,053
 

978,344
 

Working capital, net of cash and cash equivalents
 

477,376
 

404,156
 

Total debt
 

1,173,325
 

1,003,978
 

Total assets
 

5,665,623
 

6,121,777
 

Total AECOM stockholders’ equity
 

2,021,443
 

2,188,817
 

 
  

Three Months Ended
 

Twelve Months Ended
 

  

September 30,
2013

 

September 30,
2014

 

September 30,
2013

 

September 30,
2014

 

Cash Flow Information:
         

Net cash provided by operating activities
 

$ 160,147
 

$ 174,916
 

$ 408,598
 

$ 360,625
 

Payments for capital expenditures
 

(15,050) (13,274) (52,117) (62,852)
Free cash flow

 

$ 145,097
 

$ 161,642
 

$ 356,481
 

$ 297,773
 

 
—more—
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AECOM Technology Corporation

Reportable Segments
(in thousands)

 

  

Professional
Technical
Services

 

Management
Support
Services

 
Corporate

 
Total

 

Three Months Ended September 30, 2014
         

Revenue
 

$ 2,361,534
 

$ 200,995
 

$ —
 

$ 2,562,529
 

Other direct costs
 

1,140,575
 

102,719
 

—
 

1,243,294
 

Revenue, net of other direct costs (non-GAAP)
 

1,220,959
 

98,276
 

—
 

1,319,235
 

Cost of revenue, net of other direct costs
 

1,100,501
 

89,703
 

—
 

1,190,204
 

Gross profit
 

120,458
 

8,573
 

—
 

129,031
 

Equity in earnings of joint ventures
 

4,917
 

3,592
 

—
 

8,509
 

General and administrative expenses
 

—
 

—
 

(15,547) (15,547)
Acquisition and integration expenses

 

—
 

—
 

(19,473) (19,473)
Income (loss) from operations

 

$ 125,375
 

$ 12,165
 

$ (35,020) $ 102,520
 

          
Gross profit as a % of revenue

 

5.1% 4.3% —
 

5.0%
Gross profit as a % of revenue, net of other direct costs (non-

GAAP)
 

9.9% 8.7% —
 

9.8%
          
Three Months Ended September 30, 2013

         

Revenue
 

$ 1,858,660
 

$ 220,427
 

$ —
 

$ 2,079,087
 

Other direct costs
 

748,363
 

86,605
 

—
 

834,968
 

Revenue, net of other direct costs (non-GAAP)
 

1,110,297
 

133,822
 

—
 

1,244,119
 

Cost of revenue, net of other direct costs
 

974,677
 

129,229
 

—
 

1,103,906
 

Gross profit
 

135,620
 

4,593
 

—
 

140,213
 

Equity in earnings of joint ventures
 

2,051
 

4,413
 

—
 

6,464
 

General and administrative expenses
 

—
 

—
 

(23,953) (23,953)
Income (loss) from operations

 

$ 137,671
 

$ 9,006
 

$ (23,953) $ 122,724
 

          
Gross profit as a % of revenue

 

7.3% 2.1% —
 

6.7%
Gross profit as a % of revenue, net of other direct costs (non-

GAAP)
 

12.2% 3.4% —
 

11.3%
 

—more—
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AECOM Technology Corporation

Reportable Segments
(in thousands)

 

  

Professional
Technical
Services

 

Management
Support
Services

 
Corporate

 
Total

 

Twelve Months Ended Sept. 30, 2014
         

Revenue
 

$ 7,609,921
 

$ 746,862
 

$ —
 

$ 8,356,783
 

Other direct costs
 

3,147,222
 

353,934
 

—
 

3,501,156
 

Revenue, net of other direct costs (non-GAAP)
 

4,462,699
 

392,928
 

—
 

4,855,627
 

Cost of revenue, net of other direct costs
 

4,097,497
 

354,954
 

—
 

4,452,451
 

Gross profit
 

365,202
 

37,974
 

—
 

403,176
 

Equity in earnings of joint ventures
 

41,405
 

16,519
 

—
 

57,924
 

General and administrative expenses
 

—
 

—
 

(80,908) (80,908)
Acquisition and integration expenses

 

—
 

—
 

(27,310) (27,310)
Income (loss) from operations

 

$ 406,607
 

$ 54,493
 

$ (108,218) $ 352,882
 

          
Gross profit as a % of revenue

 

4.8% 5.1% —
 

4.8%
Gross profit as a % of revenue, net of other direct costs (non-

GAAP)
 

8.2% 9.7% —
 

8.3%
          
Contracted backlog

 

$ 10,740,108
 

$ 608,895
 

$ —
 

$ 11,349,003
 

Awarded backlog
 

12,391,080
 

1,343,071
 

—
 

13,734,151
 

Total backlog
 

$ 23,131,188
 

$ 1,951,966
 

$ —
 

$ 25,083,154
 

          
Twelve Months Ended Sept. 30, 2013

         

Revenue
 

$ 7,242,859
 

$ 910,636
 

$ —
 

$ 8,153,495
 

Other direct costs
 

2,826,452
 

350,068
 

—
 

3,176,520
 

Revenue, net of other direct costs (non-GAAP)
 

4,416,407
 

560,568
 

—
 

4,976,975
 

Cost of revenue, net of other direct costs
 

3,999,523
 

527,464
 

—
 

4,526,987
 

Gross profit
 

416,884
 

33,104
 

—
 

449,988
 

Equity in earnings of joint ventures
 

12,356
 

11,963
 

—
 

24,319
 

General and administrative expenses
 

—
 

—
 

(97,318) (97,318)
Income (loss) from operations

 

$ 429,240
 

$ 45,067
 

$ (97,318) $ 376,989
 

          
Gross profit as a % of revenue

 

5.8% 3.6% —
 

5.5%
Gross profit as a % of revenue, net of other direct costs (non-

GAAP)
 

9.4% 5.9% —
 

9.0%
          
Contracted backlog

 

$ 8,378,426
 

$ 374,871
 

$ —
 

$ 8,753,297
 

Awarded backlog
 

6,886,068
 

914,011
 

—
 

7,800,079
 

Total backlog
 

$ 15,264,494
 

$ 1,288,882
 

$ —
 

$ 16,553,376
 

 
—more—
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AECOM Technology Corporation
Regulation G Information

(in millions)
 
Reconciliation of Revenue to Revenue, Net of Other Direct Costs
 
  

Three Months Ended
 

Twelve Months Ended
 

  
Sep 30, 2013

 
Jun 30, 2014

 
Sep 30, 2014

 
Sep 30, 2013

 
Sep 30, 2014

 

Consolidated
           

Revenue
 

$ 2,079.1
 

$ 1,968.2
 

$ 2,562.5
 

$ 8,153.5
 

$ 8,356.8
 

Less: Other direct costs
 

835.0
 

763.5
 

1,243.3
 

3,176.5
 

3,501.2
 

Revenue, net of other direct costs
 

$ 1,244.1
 

$ 1,204.7
 

$ 1,319.2
 

$ 4,977.0
 

$ 4,855.6
 

            
PTS Segment

           

Revenue
 

$ 1,858.7
 

$ 1,794.6
 

$ 2,361.5
 

$ 7,242.9
 

$ 7,609.9
 

Less: Other direct costs
 

748.4
 

682.6
 

1,140.5
 

2,826.5
 

3,147.2
 

Revenue, net of other direct costs
 

$ 1,110.3
 

$ 1,112.0
 

$ 1,221.0
 

$ 4,416.4
 

$ 4,462.7
 

            
MSS Segment

           

Revenue
 

$ 220.4
 

$ 173.6
 

$ 201.0
 

$ 910.6
 

$ 746.9
 

Less: Other direct costs 86.6 80.9 102.8 350.0 354.0



Revenue, net of other direct costs
 

$ 133.8
 

$ 92.7
 

$ 98.2
 

$ 560.6
 

$ 392.9
 

 
Reconciliation of Amounts Provided by Acquired Companies
 

  

Three Months Ended
Sep 30, 2014

 

Twelve Months Ended
Sep 30, 2014

 

  
Total

 

Provided by
Acquired

Companies
 

Excluding Effect
of Acquired
Companies

 
Total

 

Provided by
Acquired

Companies
 

Excluding Effect
of Acquired
Companies

 

              
Revenue, net of other direct costs –

Consolidated
 

$ 1,319.2
 

$ 20.0
 

$ 1,299.2
 

$ 4,855.6
 

$ 38.6
 

$ 4,817.0
 

Revenue, net of other direct costs –
PTS Segment

 

1,221.0
 

20.0
 

1,201.0
 

4,462.7
 

38.6
 

4,424.1
 

 
Reconciliation of EBITDA to Net Income Attributable to AECOM
 
  

Three Months Ended
 

  

Dec 31,
2012

 

Mar 31,
2013

 

Jun 30,
2013

 

Sep 30,
2013

 

Dec 31,
2013

 

Mar 31,
2014

 

Jun 30,
2014

 

Sep 30,
2014

 

EBITDA
 

$ 84.7
 

$ 102.5
 

$ 135.1
 

$ 144.5
 

$ 111.5
 

$ 89.0
 

$ 115.9
 

$ 127.2
 

Less: Interest expense(1)
 

(10.4) (11.3) (11.0) (9.6) (9.8) (10.0) (9.2) (9.5)
Add: Interest income(2)

 

0.4
 

0.5
 

0.4
 

0.4
 

0.4
 

0.3
 

0.6
 

0.9
 

Less: Depreciation and
amortization(3)

 

(23.9) (23.9) (23.6) (23.0) (22.2) (23.9) (24.4) (24.9)
Income attributable to AECOM

before income taxes
 

50.8
 

67.8
 

100.9
 

112.3
 

79.9
 

55.4
 

82.9
 

93.7
 

Less: Income tax expense
 

12.7
 

14.0
 

30.1
 

35.8
 

23.5
 

15.2
 

13.7
 

29.6
 

Net income attributable to AECOM
 

$ 38.1
 

$ 53.8
 

$ 70.8
 

$ 76.5
 

$ 56.4
 

$ 40.2
 

$ 69.2
 

$ 64.1
 

 
  

Fiscal Years Ended
 

  
2007

 
2008

 
2009

 
2010

 
2011

 
2012

 
2013

 
2014

 

EBITDA before goodwill
impairment

 

$ 195.9
 

$ 284.5
 

$ 358.5
 

$ 417.5
 

$ 525.4
 

$ 497.5
 

$ 466.8
 

$ 443.6
 

Less: Goodwill impairment
 

—
 

—
 

—
 

—
 

—
 

(336.0) —
 

—
 

EBITDA
 

195.9
 

284.5
 

358.5
 

417.5
 

525.4
 

161.5
 

466.8
 

443.6
 

Less: Interest expense(1)
 

(9.0) (5.8) (11.9) (10.7) (40.8) (44.3) (42.3) (38.5)
Add: Interest income(2)

 

5.7
 

7.1
 

1.2
 

0.8
 

1.6
 

1.6
 

1.7
 

2.2
 

Less: Depreciation and
amortization(3)

 

(45.1) (62.8) (84.1) (78.9) (110.3) (103.0) (94.4) (95.4)
Income from continuing operations

attributable to AECOM before
income taxes

 

147.5
 

223.0
 

263.7
 

328.7
 

375.9
 

15.8
 

331.8
 

311.9
 

Less: Income tax expense
 

47.2
 

76.5
 

77.0
 

91.7
 

100.1
 

74.4
 

92.6
 

82.0
 

Income (loss) from continuing
operations attributable to
AECOM

 

100.3
 

146.5
 

186.7
 

237.0
 

275.8
 

(58.6) 239.2
 

229.9
 

Discontinued operations, net of
tax

 

—
 

0.7
 

3.0
 

(0.1) —
 

—
 

—
 

—
 

Net income (loss) attributable to
AECOM

 

$ 100.3
 

$ 147.2
 

$ 189.7
 

$ 236.9
 

$ 275.8
 

$ (58.6) $ 239.2
 

$ 229.9
 

 

(1) Excludes related amortization
(2) Included in other income
(3) Includes the amount for noncontrolling interests in consolidated subsidiaries

 
–more–
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Reconciliation of Total Debt to Net Debt
 
  

Balances at
 

  
Sep 30, 2013

 
Jun 30, 2014

 
Sep 30, 2014

 

Short-term debt
 

$ 29.6
 

$ 27.9
 

$ 23.9
 

Current portion of long-term debt
 

54.6
 

38.5
 

40.5
 

Long-term debt
 

1,089.1
 

977.0
 

939.6
 

Total debt
 

1,173.3
 

1,043.4
 

1,004.0
 

Less: Total cash and cash equivalents
 

600.7
 

510.1
 

574.2
 

Net Debt
 

$ 572.6
 

$ 533.3
 

$ 429.8
 



 
Reconciliation of Net Cash Provided by Operating Activities to Free Cash Flow
 
  

Three Months Ended
 

Twelve Months Ended
 

  

Sep 30,
2013

 

Jun 30,
2014

 

Sep 30,
2014

 

Sep 30,
2011

 

Sep 30,
2012

 

Sep 30,
2013

 

Sep 30,
2014

 

Net cash provided by operating activities
 

$ 160.2
 

$ 79.7
 

$ 174.9
 

$ 132.0
 

$ 433.4
 

$ 408.6
 

$ 360.6
 

Capital expenditures
 

(15.1) (16.4) (13.2) (78.0) (62.9) (52.1) (62.8)
Settlement of deferred compensation plan

liability
 

—
 

—
 

—
 

90.0
 

—
 

—
 

—
 

Excess tax benefit from share-based
payment (associated with DCP
termination

 

—
 

—
 

—
 

58.0
 

—
 

—
 

—
 

Free Cash Flow
 

$ 145.1
 

$ 63.3
 

$ 161.7
 

$ 202.0
 

$ 370.5
 

$ 356.5
 

$ 297.8
 

 
Reconciliation of Reported Amounts to Reported Amounts, Excluding Acquisition and Integration Expenses
 

  

Three Months
Ended

 

Twelve
Months
Ended

 

  

Jun 30,
2014

 

Sep 30,
2014

 

Sep 30,
 2014

 

Income from operations
 

$ 91.5
 

$ 102.5
 

$ 352.9
 

Acquisition and Integration (A&I) expenses
 

7.8
 

19.5
 

27.3
 

Income from operations excluding A&I expenses
 

$ 99.3
 

$ 122.0
 

$ 380.2
 

        
EBITDA

 

$ 115.9
 

$ 127.2
 

$ 443.6
 

Acquisition and Integration expenses
 

7.8
 

19.5
 

27.3
 

EBITDA excluding A&I expenses
 

$ 123.7
 

$ 146.7
 

$ 470.9
 

        
Income tax expense

 

$ 13.7
 

$ 29.7
 

$ 82.0
 

Acquisition and Integration tax impact
 

3.1
 

4.4
 

7.5
 

Income tax expense excluding A&I tax impact
 

$ 16.8
 

$ 34.1
 

$ 89.5
 

        
Net income attributable to AECOM

 

$ 69.2
 

$ 64.0
 

$ 229.9
 

Acquisition and Integration expenses, net of tax
 

4.7
 

15.1
 

19.8
 

Net income attributable to AECOM excluding A&I expenses, net of tax
 

$ 73.9
 

$ 79.1
 

$ 249.7
 

        
Net income attributable to AECOM – per diluted share

 

$ 0.70
 

$ 0.64
 

$ 2.33
 

Acquisition and Integration expenses, net of tax – per diluted share
 

0.05
 

0.15
 

0.20
 

Net income attributable to AECOM – per diluted share, excluding A&I
expenses, net of tax – per diluted share

 

$ 0.75
 

$ 0.79
 

$ 2.53
 

 
###
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+++ presentation
Operator^ Good morning and welcome to the AECOM fourth-quarter 2014 earnings conference call. I would like to inform all participants this call is being
recorded at the request of AECOM.
 
This broadcast is the copyrighted property of AECOM. Any rebroadcast of this information in whole or in part without the prior written permission of
AECOM is prohibited. As a reminder, AECOM is also simulcasting this presentation with slides at the investors section at www.AECOM.com.
 
(Operator Instructions)
 
I would like to turn the call over to Paul Cyril, Senior Vice President Investor Relations.
 
Paul Cyril^ Thank you, operator. Before reviewing our FY14 fourth-quarter and full-year results, I would like to point to our Safe Harbor statement on
page 2. I would like to remind everyone that today’s discussion contains forward-looking statements based on the environment as we see it today and, as such,
does include risks and uncertainties.
 
Our actual results might differ significantly from those projected in these forward-looking statements. Please refer to our press release or page 2 of our
earnings presentation, and to our reports filed with the SEC, for more information on the risk factors that could cause actual results to materially differ from
projections.
 
Note that we are using certain non-GAAP financial measures as references in the presentation. The appropriate GAAP financial reconciliations are
incorporated into our press release, which is posted on our website.
 
Please also note that all percentages refer to year-over-year progress, except where otherwise noted. In addition, our discussion of FY14 financial results will
exclude the impact of acquisition- and integration-related costs, unless otherwise noted.
 
Please turn to slide 4. Beginning today’s presentation is Mike Burke, Chief Executive Officer. Mike?
 
Mike Burke^ Thank you, Paul. Welcome, everyone, to our fourth-quarter and full-year 2014 earnings call. I also want to welcome former URS
 

 
stockholders to our first call as a Combined Company, and thank you for your vote of confidence that made this transaction a reality.
 
Joining me today is Steve Kadenacy, our President and Chief Financial Officer. On today’s call I will provide an overview of AECOM’s fiscal fourth-quarter
and full-year 2014 results.
 
Then Steve will review our financial results in greater detail, provide FY15 financial guidance for the Combined Company, and review changes to our
reporting structure. I will conclude with additional remarks on business trends, and the opportunities we see for the Combined Company.
 
I am pleased to report that in FY14 we finished with $25.1 billion of backlog, including $3 billion from the acquisition of Hunt Construction, which closed
during the fourth quarter. Including $4.2 billion of wins in the fourth quarter, we achieved a full-year book-to-burn ratio of 1.7 times.
 
In our PTS segment, our organic growth rate improved, and we benefited from a continued favorable mix shift in our MSS business, which helped drive
stronger operating performance. Throughout FY14, private infrastructure markets led growth, especially in our construction services and international design
markets. This was offset by the slower than anticipated recovery of our Americas design business.
 
Please turn to slide 5. Before turning the call over to Steve, I will take a moment to talk about the structure of the Combined Company. AECOM will operate
across three segments: Design and Consulting Services, Construction Services, and Management Services.
 
AECOM Capital will continue to support our integrated services platform and differentiate our competitive offering through directed investments in real
estate and public-private partnerships. To date, we have committed $150 million to 13 projects that have driven approximately $1 billion in construction
services backlog.
 
This new operating structure is designed to reflect the strengths of both AECOM and URS. There are very few companies in the world that can execute at the
scale and technical level that AECOM is known for delivering, and our capabilities are enhanced with this new structure.
 
With that, I will turn the call over to Steve, who will discuss our financial results.
 
Steve Kadenacy^ Thanks, Mike. Please turn to slide 6. Before I begin, I would like to point out that our fourth-quarter results included an extra week of
business, which favorably impacted growth rates as compared to prior periods. As I discuss the financials, I will speak to the actual results, unless otherwise



noted.
 
For the fourth quarter, gross revenue of $2.6 billion increased 23% from the year, including approximately $150 million from the acquisition of Hunt
Construction. Net service revenue of $1.3 billion grew 6% from the

 

 
prior year. Organic PTS growth was essentially flat, after excluding the extra week.
 
Our MSS business continued to diversify, with strong backlog growth and profit improvement, due to the successful repositioning of the business. Much like
the last quarter, strong organic growth trends in our international and construction services markets helped to offset the lack of growth in our Americas design
business.
 
We are especially happy to report that following several strong quarters of wins, construction services began converting backlog to revenue, with revenue
growth accelerating in the fourth quarter. For the fourth quarter, we delivered an 11.1% EBITDA margin. Our fiscal year EBITDA margin was 9.7%, which
was up 32 basis points from 2013.
 
We are pleased with our progress, but as I mentioned earlier, our Americas design business weighed on our performance. Our focus on free cash flow
continued to deliver results.
 
Once again, we achieved our target of driving free cash flow in excess of net income for the quarter and the year. This marks our third consecutive year of
exceeding our target. And we delivered EPS of $2.53, which was within the range of guidance that we provided.
 
Please turn to slide 7. As Mike already noted, our backlog at the end of FY14 was $25.1 billion. Growth was driven by our private sector construction
services business, and we benefited from the continuation of strong international design demand.
 
Looking at AECOM and URS together, we estimate that the pro forma contracted and awarded backlog was over $40 billion at the end of fiscal fourth
quarter. We intend to provide more detail around the components of this backlog in the future, as we harmonize our processes and definitions in the
integration process.
 
Please turn to slide 8. Moving to PTS, our fiscal fourth-quarter gross revenue was $2.4 billion, and net service revenue was $1.2 billion. Constant currency
organic PTS net service revenue increased 7.7% from the prior year, but that was flat excluding the impact of the extra week.
 
For the full year, our operating margin in PTS was 9.1% which compares to 9.7% last year. We delivered 52% backlog growth for the year.
 
Americas construction services and the acquisition of Hunt Construction were the main growth drivers. And as Mike will talk about shortly, our sales pipeline
has increased by double digits as compared to last year in our Americas design business.
 
Please turn to slide 9. Moving to MSS, our quarterly and full-year revenue and operating income reflect the shift away from overseas contingency work for
the US Department of Defense to a more diverse business mix. Despite an 18% decline in revenue in FY14, MSS operating income grew 21% from the prior
year, resulting in a 600 basis point improvement in our operating margin. Delivering improved profitability in

 

 
MSS was a priority we shared at the beginning of the fiscal year, and we are proud of this accomplishment.
 
We achieved 51% growth in MSS backlog this year, which resulted in the year-end backlog of $2 billion, despite the removal of our Libya contract from
awarded backlog, due to the continued political instability. As highlighted by our strong margin performance in FY14, the profit we expect to recognize on
this backlog is higher than our historical overseas contingency operations work.
 
Please turn to slide 10. Turning to the balance sheet and capital allocation, we generated $298 million of free cash flow in 2014. This continues our strong
track record of cash flow.
 
Our near-term priority is to deploy cash to pay down debt. As we have communicated, the forecasted free cash flow of the combined organization is quite
strong, and we expect to pay our debt down to around 2 times debt-to-EBITDA by the end of 2017.
 
Please turn to slide 11. Now let’s turn to our guidance for the Combined Company. This guidance excludes acquisition and integration costs, as well as the
amortization of intangible assets.
 
We expect our FY15 adjusted EPS to be in the range of $2.75 to $3.35. Our guidance assumes a tax rate of 32%, depreciation expense of approximately $210
million, interest expense of approximately $225 million, and a diluted share count of $155 million.
 
Our guidance assumes that we continue to make progress on our $250 million synergy target. We anticipate realizing synergies of approximately $110 million
during the fiscal year, and target ending FY15 at a cost synergy run rate of approximately $180 million. Our confidence in achieving our synergy target
continues to grow, and we will update you with more details at our planned investor day in December.
 
Now I will take a moment to comment on the expected contribution of URS’s highly successful chemical demilitarization contract for the US Department of
Defense. Through the first nine months of calendar 2014, URS generated revenue and operating income from the chemical demilitarization programs of $272
million and $93 million, respectively, and was ahead of plan.
 
While the four baseline sites that URS was leading are now largely completed, AECOM will continue to perform key services at two other chemical
demilitarization sites. Needless to say, we are happy to have this world-class capability at AECOM. We expect the contribution from these programs to
operating income will be approximately $46 million for FY15.
 



URS generated strong cash flows during the period before the close of the transaction, cash flow that lowered the debt level we originally anticipated having
to pay down in the deal. Accordingly, the effective multiple pro forma synergy savings is under 7 times EBITDA, which is where we anticipated we would
close.

 

 
Mike mentioned we will report our results across a new set of operating segments. Let me spend a few minutes quantifying each.
 
First, our Design and Consultancy Services segment would have accounted for approximately 45% of pro forma revenue on a trailing 12-month basis, and
comprises URS’s Infrastructure and Environment segment and AECOM’s Global Design business. Second, we have grouped our construction businesses into
Construction Services segments.
 
This division would have accounted for approximately 35% of our trailing 12-month pro forma revenue. This includes our Building Construction business,
which is mainly vertical, and URS’s Energy and Construction, and Oil and Gas divisions.
 
Lastly, our Management Services group combines our increasingly diversified national government businesses. This group would have accounted for
approximately 20% of our pro forma revenue on a trailing 12-month basis.
 
Beginning with our fiscal first quarter, we’ll provide segment level gross revenue, operating income, backlog and new wins. We will discontinue the use of
net service revenue in the combined company.
 
This metric is more relevant when you have a mix of construction and design in the same segment. Based on the new alignment of our businesses, gross
revenue was the most relevant measure of revenue performance.
 
And now I would like to turn the call back over to Mike, who will provide an overview of the combined operations and a review of end market trends.
 
Mike Burke^ Thank you, Steve. Please turn to slide 12. In mid October, we completed the URS transaction, with strong support from our stakeholders.
Through the efforts of countless people at AECOM and URS, we closed the transaction within three months of the announcement, enabling us to limit
disruption in the business and move quickly to appoint new leaders to take the combined company forward.
 
The combination of these two great companies furthers our path toward becoming the premier integrated provider of services in the infrastructure space, and
we are pleased with the efficiency of our closing process, as well as the initial stages of the integration. The optimism of our employees and clients is strong,
and we’re excited by the opportunities in front of us.
 
One of the great benefits of this combination is the tremendous advantage it gives us in building the premier leadership team in our industry. As we fill the
critical leadership roles for the combined organization, we are choosing the best leaders from both companies, creating a team that is stronger and more
committed than ever before. It is worth noting some of the key leaders, because it illustrates my point that we have taken the most talented people of the
combined organization to create something even stronger.

 

 
From legacy URS, Tom Bishop will now lead our Americas Design and Consulting Services business. George Nash will oversee our Energy, Infrastructure
and Industrial Construction group.
 
And Randy Wotring will serve as Group President of our Management Services business. I’m excited about the addition of these leaders to the AECOM
organization.
 
And from legacy AECOM, Fred Werner will run our Global Design and Consultancy business, Dan McQuade will run our Vertical Construction business,
and Mike Donnelly will run our End Markets program. These are just a few of the most senior examples, but this process is cascading through every level of
the Company.
 
Please turn to slide 13. Our opportunities are truly exciting, but let me pause for a moment, and take you through our markets and the trends we have seen
develop over the last quarter. I will begin with our design business.
 
In FY14, our Americas business experienced weakness due to continued slow end-market growth, largely due to the lack of committed long-term public
funding. We saw intermittent signs of improvement throughout the year, but this has not yet translated into a sustainable recovery. Looking forward, our sales
pipeline in the Americas remains healthy, and our new leadership is working diligently to leverage the capabilities of URS and the AECOM across our
combined footprint.
 
I mention public funding, because it remains a bottleneck to improved performance for our business. But we are encouraged by a number of ballot measures
dedicated to infrastructure investment that were passed by voters last week.
 
For example, a $7.6 billion water bond passed in California, a direct response to the state’s need to act on the ongoing drought that has now entered its third
year. Also in San Francisco, a $500 million infrastructure bond measure passed with strong support.
 
We’re also seeing an increase in freight opportunities, as growing intermodal traffic and crude volumes being transported by rail are driving facility capacity
expansions and improvements. In the port industry, the Panama Canal expansion is nearly complete, and a number of East Coast ports are pursuing projects to
be able to handle the larger shipments. As the leading provider of services to both rail and port operators in the country, we see a significant opportunity for
AECOM to benefit.
 
Moving on to EMEA, we continue to capitalize on strong end-market trends, and finished the fiscal year with double-digit revenue growth across Europe, the
Middle East and Africa. Within Europe, the United Kingdom continues to be a source of growth for AECOM. Our work on large rail, highways, and social
infrastructure projects, carried our growth in FY14 and provides us with a good visibility into FY15.

 



 
The UK has ambitious high-speed rail plans, and we are currently supporting the West Midlands to Manchester line, as well as engineering for a line to
Scotland. We are also pursuing several major infrastructure programs in direct partnerships with contractors, to leverage our vision for integrated delivery.
 
In the Middle East, our business continues to benefit from a growing resume of marquee infrastructure projects across the region. Our backlog remained near
all-time highs at the end of FY14.
 
We are positioning ourselves to be a central player in the build out of infrastructure for decades, with key roles for the World Cup in Qatar, and the design and
development of entirely new cities in countries including Saudi Arabia. The Middle East is transforming, and AECOM is helping to facilitate the growth in
this region.
 
Looking at Africa, which grew over 20% for the full year, we saw continued growth in our private sector work in the energy and industrial markets. We are
positioned to participate from the outset in the potential multi-decade investment required to monetize natural gas resources off the East Coast of Africa. In
addition to the energy processing facilities that are being developed, large improvements in infrastructure to facilitate world-class energy export capabilities
will be required, and we are pursuing these opportunities.
 
Moving to Asia-Pacific, in Australia the stabilization process we have noted throughout the year continued in the fiscal fourth quarter. Our wins reached the
highest level in nearly two years. This has helped support our backlog, which was down only 2% on a constant currency basis from the prior year.
 
In Asia, we delivered 9% revenue growth for the year and 10% growth in the fiscal fourth quarter. Backlog increased 9% in the fourth quarter and we expect
another solid year in FY15. The market in Asia remains one of AECOM’s largest international growth opportunities, due to the continued focus on building
world-class infrastructure that AECOM is best suited to deliver.
 
Moving on to Construction Services, which had a strong year for new project awards and backlog, we closed on the acquisition of Hunt Construction during
the fiscal fourth quarter, and as a result AECOM is now the premier builder of arenas and stadia in North America, which complements our industry-leading
design presence in this market. We also continued to win work on large vertical construction projects in metropolitan areas, where non-residential and mixed-
use construction activity is outpacing overall infrastructure spending.
 
Our construction services business in EMEA, which is concentrated in Eastern Europe and Middle East markets, delivered 100% revenue growth and 50%
backlog growth in FY14. We have been successful in winning work on iconic projects over the past two years, such as the Crescent development in Baku and
the Midfield Terminal in Abu Dhabi. The outlook for FY15 reflects the major opportunities we are pursuing in the region, and the continued progress on our
existing portfolio of projects.

 

 
Finally, in MSS, we continued to successfully diversify our mix of business and expand into higher-margin markets for our national government clients,
including an increase in intelligence work in the US. Excluding the expected decline in overseas contingency operations exposure, we expect to deliver
revenue growth in FY15, and are poised to turn the corner on absolute growth by FY16.
 
Please turn to slide 14. Now let me turn to the opportunities ahead for the combined companies. I know you have often heard me say that our vision is to
become the leading provider of integrated services to our clients. But with URS, we can confidently say that we have attained the capabilities and scale to
move us significantly closer to this vision.
 
We now possess the critical process engineering and construction capabilities in power and oil and gas to deliver fully integrated project execution to our
clients. Through the combination, we have also broadened our exposure in capabilities within industrial markets, with URS’s strength in manufacturing
already opening up opportunities to participate more broadly.
 
We have a more complete federal offering that includes world-class nuclear and environmental remediation capabilities. And we have rounded out our already
industry-leading capabilities in light rail, ports, airports, highways and bridges, facilities, and water and environmental markets, through the combination.
 
These strengths of the combined company are already being deployed for our industry-leading global platform. We are seeing tangible evidence that the
capabilities and the scale we now possess are allowing us to serve clients and compete in new ways. We have clients from each respective company, and
many that we share, asking us to reframe agreements to leverage our combined breadth.
 
The revenue synergy opportunity is growing and exciting. To date, we have identified and our jointly pursuing more than $3 billion of projects in our
industrial vertical alone that are a direct result of the combined company’s capability set and footprint.
 
Even more impressive than the dollar volume is the immediate action by our nearly 100,000 employees to share resources and jointly identify where our new
capabilities can create opportunities for growth. We believe this will prove to be a key differentiator versus our peers, and the early examples of joint project
pursuits clearly demonstrates the potential size of this opportunity.
 
With that, I would like to now open the line for questions.
 
+++ q-and-a
Operator^ (Operator Instructions)
 
Andrew Kaplowitz, Barclays.

 

 
Andrew Kaplowitz^ Mike or Steve, can you talk about your adjusted 2015 EPS guidance a little more? At least at the lower end of the range, it seems a little
low versus what some might have thought during the summer. So, can you talk about the puts and takes of the URS deal as you closed it? Were there any



businesses that you think could be a little worse than you initially thought? And then are there any businesses at AECOM where the outlook has deteriorated a
bit from where you were over the summer — maybe that’s the Americas design business but I’ll let you answer the question. Thanks, guys.
 
Mike Burke^ Steve will address the puts and takes. Then we can come back and give you a better sense of some of the upside and downsides of the midpoint
of the range to frame it out. So, why don’t I start with Steve will take you through the puts and takes.
 
Steve Kadenacy^ Sure. At the midpoint, take $3.05, it’s about 15% accretive on a cash basis on the adjusted EPS line, which is lower than the 25% that we
had mentioned when we announced the deal, which we know. And there’s a few reasons for that. I think that the biggest is we pulled forward some of the
chem demil work, or URS did, into its first three quarters of the year, which comes at the detriment to FY15 even though it’s really a high-performing
contract. And then further weakness in their IE business, as well. So, there is a degradation to what we expected URS to produce in FY15.
 
And then the other piece is we closed the deal two weeks into the fiscal year so there’s two weeks less of an impact. That will bridge you back to something
close to 25% cash accretive. I will turn it back to Mike to talk about what could take us lower than that midpoint.
 
Mike Burke^ Just trying to frame out the wide range that we have, starting with the mid point at $3.05 Steve mentioned, from an upside perspective, as
you’ve seen in the past there are significant award fees in our business, and depending on the timing of those award fees if we pull those award fees into 2015,
we have upside to the plan. You heard me mention the E&C pipeline of opportunities. It’s the biggest pipeline of opportunities that we’ve seen in quite a few
years. So, to the extent that pipeline of opportunities comes to fruition, as we expect, there’s upside to that.
 
And, of course, the timing of the synergies. As Steve mentioned, we’re moving very quickly against our synergy targets. We’re very confident that we are
going to achieve the numbers that we’ve projected. But to the extent we can move even faster towards that target and pull more of that into 2015 we have
some upside there.
 
From a downside perspective, you’ve got the EC awards. The flip side of the EC pipeline is it’s lumpy. They’re big projects if we win them but we win them
later in the year, they push into 2016. So, that has some downside also.
 
Another point as the recovery of the Americas design business. As you know, the Americas design business, both at AECOM and URS, has had a challenging
past couple years. We’ve seen some signs of recovery there.

 

 
Both the URS and AECOM legacy businesses had a recovery in wins in Q4 and so that portends well for the future. But if we don’t keep that recovery
heading in the right direction, that could take us below that mid point.
 
Oil prices are something that we think about. Obviously our oil and gas business here in the Americas can be impacted by the price of oil. Not as much
focused on the spot price of the oil, but looking more at the curve, and the curve still puts prices well above the cost of production.
 
So that gives us a good outlook but there’s a skittish environment right now in oil prices. An important fact of our oil business is that half of our business is
driven by regulatory issues. And as we all know, and as we all expect, to be more regulatory changes in this environment, that helps us with half the business,
but the other half of the business is based on production. And CapEx as we know decreases in lower price markets. So, that’s something we think about.
 
And then, of course, the timing of the synergies, the flip side of what I just talked about, is that if we don’t get the synergies as quickly in 2015 there could be
downsides. So that’s some of the big picture issues that would take us to the upside and take us to the downside of that mid point. But all in all, we feel pretty
good about the range that we’ve set forth.
 
Andrew Kaplowitz^ That’s very helpful. How much of the $110 million in synergies do you think is really low-hanging fruit? I know you mentioned $180
million run rate by the end of the year. I assume that’s because the real estate savings really start to ramp up at the end. But I’d be curious to, of that $110
million what do you feel really good about in the short term versus develops over time?
 
Steve Kadenacy^ Andy, this is Steve. The $110 million, I don’t know if we would classify it as low-hanging fruit, but what we have around $110 million is a
lot of certainty in terms of what we need to do to achieve it. There is a real estate piece of that. Our feeling is there’s probably upside to the real estate piece
that really depends on how fast we can execute on the project because you’re talking about moving people from one office to another, closing down an office,
sometimes doing tenant improvements.
 
But in terms of the synergies around people, where they are within departments, where they are within the operations, we feel very confident in those. And as
we mentioned in the script, we’re more confident than we were when we announced the deal on the overall number. And we plan to give you even more
confidence in that in the investor day with more detail.
 
Andrew Kaplowitz^ Got it. Steve, just one more thing. Is it possible to give us a little more color? You’ve given us the segments and the pro forma revenue,
but is it possible to give us more color around what we should think about growth of the individual segments within — you’ve given us EPS guidance but you
haven’t given us much else in terms of how to look at growth of the individual segments and how to look at margins within the individual segments.
Obviously we can put the two models

 

 
together, but any more color you want to give us around how to do this for 2015?
 
Steve Kadenacy^ For 2015, we’re not ready to start breaking it down further. We are still getting — we’ve had the combination for a few weeks now, we’re
still getting our arms around certain pieces of this. But I think that the overall comment that Mike made in his prepared comments holds true. Our vertical
construction business is growing quite fast. Our design business internationally is showing quite strong. MSS is diversifying quite well and the backlog is up
significantly. A lot of those truths hold over onto the new business on a combined basis, as well.
 
Andrew Kaplowitz^ Okay. That’s fine. But design and consultancy would still be more Americas-based, given the two together, right? So, I might think of
that as a little bit slower growing overall versus the other construction services?



 
Mike Burke^ Yes. Andy, I think that’s fair. The Americas design business has not been growing for either the URS or the AECOM legacy businesses. And
that’s the most challenged part of our entire business globally, without question.
 
Andrew Kaplowitz^ Thanks, guys.
 
Operator^ Steven Fisher, UBS.
 
Steven Fisher^ I’m wondering if you guys could help us understand the free cash flow a little bit better. Do you have maybe a forecast you could give us for
2015? Or, if not, maybe just help us with some of the pieces underlying that.
 
Steve Kadenacy^ We did not give a specific forecast for 2015. In the past we’ve always said we would exceed net income over the past three years. Obviously
that metric is not all that relevant given the significant costs that we have on acquisition- and integration-related expenses. So that’s a significant moving
piece.
 
Our expectation, as I said, our cash flow will continue to be very robust at the operational level. And that will be more than enough to keep us within our
forecasted takedown of debt over the next few years to get down to close to 2 by FY17.
 
Steven Fisher^ Can you just tell us how much CapEx is going to be in 2015?
 
Steve Kadenacy^ The CapEx is still a fairly moving target, Steve, largely because we’re still working through the integration plan for our real estate portfolio,
which could move that number significantly.
 
Steven Fisher^ Okay. Do you anticipate that it would still be less than your depreciation
 
Steve Kadenacy^ Yes.
 

 
Steven Fisher^ Okay. And can you give us a sense of what the cash integration costs are of that $290 million?
 
Steve Kadenacy^ The $290 million, we’re still not ready to break it out into cash and P&L yet. But again, in the investor day, we plan to spend a little bit
more time on that, Steve. So, again, I think from a cash perspective the cash is going to be healthy. We’re going to stay on our track to reduce our overall debt,
reduce our debt EBITDA, even with the lower EBITDA compared to when we announced. So, we’re feeling fairly confident on it.
 
Steven Fisher^ Okay. Shifting over to margins in the quarter, they were down year over year in PTS. Just curious, how much impact maybe Hunt had on the
margins there? And ex-Hunt would you still have been down year over year? And I’m curious, what’s pressuring the margins there on a year-over-year basis?
 
Steve Kadenacy^ By far the most significant impact on our margins is the lower than expected revenue in our Americas design business. Hunt’s had a very
minimal impact on that particularly when you look at it from an NSR standpoint.
 
Steven Fisher^ Okay. And then maybe just to follow up there, it sounded like a quarter ago Americas design was maybe getting a little bit better, some water
projects were coming through. What is it that stunted the trajectory there?
 
Mike Burke^ The rate of the decline lessened in Q3 and then it did not continue to improve in Q4. So we were down a few percentage points in Q4 on an
organic basis. But we did see the wins pick up in. As I think you heard us say earlier, the wins ticked up very nicely in Q4 but the actual revenue production
was still down by a few percentage points.
 
It’s a challenging market overall. It’s not something that is particular to AECOM. We saw it in URS, we saw it in AECOM, we see it in our competitors. It’s a
tough market. The civil infrastructure market in the United States is difficult.
 
Certainly our private sector construction market is booming. But we are seeing an uptick in the pipeline the Americas design business. In the quarter we were
20% in our pipeline of opportunities. So the pipeline’s up, the wins are up, the backlog’s up, and we’ve just got to get it converted to revenue-producing
projects a little quicker.
 
Steven Fisher^ And the wins there, are those contracted wins or awarded wins?
 
Mike Burke^ Everything comes in to awarded first and then moves into contracted. So it’s a combination.
 
Steven Fisher^ Okay. Thanks very much.
 
Operator^ Tahira Afzal, KeyBanc.
 

 
Tahira Afzal^ Hi, folks. Congratulations on an on-track integration. First question is really regarding your amortization. And thank you for breaking that
down versus the expenses on the slides. As we look from 2015 to 2016, would it be possible to get an idea of directionally how much that ticked down by, to
the extent you can comment?
 
Steve Kadenacy^ We would expect it to tick down over time but we’re not prepared to give amortization guidance for 2016 just yet, Tahira.
 
Tahira Afzal^ Got it. Okay. Thought I’d try my luck. Second question is just another follow-up on the free cash flow side. In your M&A documents, you filed
with the SEC you put a projection out there for what you expected from URS. Does the degradation, the slide degradation, and the outlook really impact that
number directionally? And in terms of your integration costs that you’ve disclosed today, are they still in line with what you thought a couple of months back?



 
Steve Kadenacy^ If I understand the question it’s on cash flow relative to the degradation in our EBITDA. We did pull in cash flow into our fiscal year from
URS’s calendar year. They outperformed significantly before we closed the deal. And that, of course, helped the overall multiple that we paid for the
company. Some of that obviously would come from an acceleration of what was their fiscal year, but on as a whole we still anticipate the combined company
exceeding the cash flow forecast that we had originally put together.
 
Tahira Afzal^ Great. Okay. Thank you.
 
Operator^ Justin Haucke, Robert W. Baird.
 
Justin Haucke^ You’ve alluded to a couple of times that URS’s cash flow was better than expected and pulled forward. Can you give us a pro forma balance
sheet, either for the combined entity at close, or at a minimum can we get URS’s balance sheet as of the end of the third quarter?
 
Steve Kadenacy^ I don’t know if I want to give a pro forma balance sheet but let me give you just some high-level numbers. We closed at right around the
debt to EBITDA number that we had anticipated, which was right around 4.4. And the debt at the close was $5.3 billion-ish.
 
Justin Haucke^ $5.3 billion? And did you care to comment on URS’s cash flow in the third quarter?
 
Steve Kadenacy^ Their cash flow in the third quarter, their third quarter was quite good. I don’t know if you wanted an exact number. Obviously they had
three closes during the month of October, so it depends on what period of time. But they pulled forward relative to our original — their calendar year forecast
and our fiscal year forecast — about $270 million.
 
Justin Haucke^ Okay. Great. Thank you. And then on the backlog, being up so significantly, I assume some of that is from the construction management
business. I think last quarter you commented that net service
 

 
revenue backlog was up at a comparable rate to the gross figures you report. Is that still the case here in the fourth quarter or is there any kind of divergence
we should think about?
 
Steve Kadenacy^ On a year-over-year basis, net service revenue was up 18%, which is not as robust because of the construction wins as gross revenue but
still quite healthy.
 
Justin Haucke^ Okay. Great. Thank you very much.
 
Operator^ Sameer Rathod, Macquarie.
 
Sameer Rathod^ Good afternoon. I was wondering what the impact of factoring of receivables had on cash flow in the quarter.
 
Steve Kadenacy^ The net impact, Sameer, was negative actually. We factored about $77 million, and unwind was around $80-$85 million.
 
Sameer Rathod^ Okay. And then could you quickly comment on the drill rig moving business and oil sands-exposed part of your businesses, given the
pullback in crude?
 
Steve Kadenacy^ Sameer, were you asking about the rig hauling business?
 
Sameer Rathod^ Yes, the rig hauling business. If you look at Baker Hughes, a number of rigs are coming off. I was just wondering if you guys have started to
see any impact.
 
Steve Kadenacy^ The impact on what, Sameer? The rig hauling business that was sold — is that what you’re asking? It didn’t contribute at the EBITDA line
so there was no impact on the bottom line.
 
Sameer Rathod^ Okay. And you mentioned several times that there was a pull forward in chem demil of the legacy URS business. Does this imply there
should be a sharper fall off in 2016, just given the prior guidance URS had given?
 
Steve Kadenacy^ Absolutely. They will be back down to just the normal run rate on existing projects. There’s a fall off from what we mentioned in the
prepared remarks at about $90 million or so of income, and next year it will be $46 million. 2016 will be even less, probably closer to $10 million.
 
Sameer Rathod^ Okay. And then my last question, on Hunt— any way you can comment on what new orders for Hunt in the quarter were?
 
Steve Kadenacy^ New orders for Hunt in the quarter — I don’t know if I have it broken down at that level. They brought $3 billion of backlog to the
business, about $2 billion of that was awarded backlog and $1 billion was in contracted.
 
Sameer Rathod^ Okay. Thank you.
 
Operator^ (Operator Instructions)
 

 
Chase Jacobson, William Blair.
 
Chase Jacobson^ Good afternoon. On the core AECOM business you guys have had some — it’s been slow but steady margin improvement on the EBITDA
line over the last couple years, 20, 30 basis points a year. But still tracking below the 12% target that you had talked about in the past. So, wondering if you



could give any color on to what’s been different there versus when you gave that 12% target, and how you incorporate that into when you look at savings in
the URS business.
 
Steve Kadenacy^ The reason we haven’t made more progress on that 12% EBITDA to NSR target is largely the slowness in our Americas design business.
Our outlook for going forward, obviously we will be giving guidance in the future against gross revenue since we’re not going to be stating net service
revenue anymore in the new segments, that would translate to roughly 6% to 8% EBITDA to gross revenue margins.
 
And we think that is highly achievable given the synergies that we see, and with the expected improvement in our Americas design business, and with the
general efficiencies that we see in our business that we’ve taken out as AECOM standalone prior to the combination, particularly on real estate and
procurement, which will apply to the new organization. So, really, the reason we haven’t made better progress on that is the slowness in the Americas
business, which we anticipate won’t last forever and we’ll make progress faster on that target.
 
Chase Jacobson^ Okay. Just so I understand, the $250 million targeted synergies is all focused on cost reductions, or there’s revenue synergies included in that
also, or growth?
 
Steve Kadenacy^ Those are all cost reductions.
 
Chase Jacobson^ Okay. That’s helpful. The other question I have is just more detailed. Can you help reconcile the adjusted tax rate to what the GAAP tax rate
would be in 2015?
 
Steve Kadenacy^ Reconcile the adjusted tax rate to the GAAP rate. FY15 all-in rate is about 26%. The biggest reason that it’s lower is because of some of the
costs of integration we’re going to get deducted at a higher tax rate because they’re all domestic. Perhaps, we can take you off-line and help you with the
modeling of that if you would like.
 
Chase Jacobson^ Okay. That would be great. Thank you.
 
Operator^ Justin Haucke, Robert W. Baird.
 
Justin Haucke^ Just a quick follow-up. Post all your financing, is there anything that’s changed in your assumed interest rate? I think previously you were
highlighting an all-in of 4.3%. It looks like it maybe a little bit higher. Is that correct?
 

 
Steve Kadenacy^ No. We actually came in slightly lower so the execution on the overall financing, there are moving pieces within there but we did slightly
better.
 
Justin Haucke^ Okay. Thank you very much.
 
Operator^ Thank you. We have no further questions at this time. I will now turn the call back over to Mike Burke.
 
Mike Burke^ Thank you, operator. Thank you, everyone, for participating today. I want to remind everybody that we will be in New York on December 16 for
our Investor Day. And, as Steve mentioned a couple times, we look forward to spending more time giving you much more detail on our plans and our
synergies and even more detail than we have today.
 
We’re only three weeks into this acquisition but by December we’ll have even more information for you, and a little more certainty around the future and the
detail. So we really look forward to spending more time with you on that on December 16. For those of you that can’t be available on that date, we’ll look
forward to talking to you on our next quarterly earnings call. So thank you and have a great day.
 
Operator^ Thank you, ladies and gentlemen. This concludes today’s conference. Thank you for participating. You may now disconnect.
 


