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’ MANSELL CONSTRUCTION SERVICES LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2012

The Directors present the annuat report and the audited financial statements for the year ended 31 December 2012

Principal activities and business review

QOverview and strategic focus

Mansell Construction Services Limited (“the Company™) 15 the principal operating subsidiary of Mansell ple (“the Parent
Company™), a public limited company registered in England and Wales The Company’s ultimate parent undertakmg 1s Balfour
Beatty plc (“the Ulumate Parent Company™) The Ultimate Parent Comparty 15 a public hmmited company registered in England
and Wales and listed on the London Stock Exchange

The principal activity of the Company 15 construction, both new bwild and refurbishment, 1n 1ts core market sectors of
commercial, defence, education, emergency services, health, hentage and culture, housing, semor living and transportation  The
Company, together with its agency subsidiaries, operates throughout England, Scotland and Wales through a network of
autonomous regional delivery units, backed by centralised systems and infrastructure support

The safety of the Company’s employees, the public and other stakeholders is the Company’s number one prionty Upholding
exemplary standards of heatth and safety across all parts of the business 1s an integral part of the Company culture

Building partnerships

The macroeconomic environment, and conditions within the construction mdustry i particular, remained difficult throughout
the year In the face of these challenging circumstances, the strategy of the Company remains unchanged, to form long-term
sustainable relationships with s customers, enabling 1t to fully understand and anticipate their requirementis and work in
partnership with them to meet those needs The Company’s aim 1s to provide its customers with solutions that generate real
value for them

Thus focus on the longer term has meant that the Company has deliberately mummused 11s exposure to the open tender market,
which has seen hughly competitive pricing, low margins and a focus on short-termism rather than the generation of long-term
sustainable workflows Although occasional opportunities may arise within this channel, this 15 not generally considered to be a
core channel through which the Company will pursue new business opportunities

This long-term partnering approach not enly apphies to the Company’s relationships with 1ts customers, but also to its supply
chain The Company looks to build long-term relationshups with suppliers and subcontractors who share the same values and
culture as the Company, and who can generate real value over the longer term

Focusm_g on generating value

Following the Comprehensive Spending Review carried out by the government in 2010, the number of opportumities available
within the public sector has continued to reduce As a result, the Company has built upon 1its existing expertise n the private
market to pursue further opportunities therein This has led to the proportion of work being undertaken for private enterprises
representing almost half of the Company’s tumover in the year

A continuing area of focus for the Company 1s to increase the work generated through framework agreements These are longer
term customer relationships which provide a greater visibihty of potential work over an agreed penod of ume The Company
currently has a number of framework agreements 1n place, with a potential workload of almost £2 Obn

The Company’s portfolio of work covers a number of different market sectors and geographic regions The Company’s network
of offices spans the United Kingdom, enabling the Company to provide its customers with the specialist knowledge of a local
contractor coupled with the strength of a national company

2012 Tradin

As expected conditions in the year remained challenging within the construction industry and the economy as a whole Volumes
and margins continued to come under pressure from competition and a number of smaller contractors ceased trading

As a result of these challenges, revenue reduced by 13% to £755 2m (2011 £867 7m) A number of delivery units experienced a
reductuon i turnover, reflecting our continuing focus on profitability over volume and the ongoing competitive market
conditions However, there were increases in tumover within the South East, Chertsey and Exeter delivery units At the end of
2012 the future order book was in line with expectations, providing a good stream of work for the Company Operating profits
before exceptional items and amortisation were £110m (2011 £18 7m) reflecting the ongoing competitive pressures on
operating margins and operational difficuities in a small number of contracts which have now been addressed

In addition, as part of a business review, two of the Company’s smaller regional offices in Doncaster and Rochdale have been
wdentified as no longer being sustainable, and employees have been advised of the Company's proposal to close these offices
The process of closure is expected to be completed during the third quarter of 2013




' MANSELL CONSTRUCTION SERVICES LIMITED

DIRECTORS’ REPORT (continued)

2012 Trading (continued)

No dividend was declared or paid during the year Profit on ordinary activiies before taxation (excluding amortisation and
exceptional items) was £12 6m (2011 £19 9m) An exceptional charge of £6 5m (2011 £1 1m) arosc n 2012, mamnly reflecting
reorgamisation costs the Balfour Beatty Group (“the Group™) has restructured a number of its businesses i order 10 increase s
focus on the needs of customers and upon growth sectors, further integrate 1ts service offermg to these customers, and realise
operational efficiencies

An operating cash outflow of £44 2m (2011 £25 Im) was generated 1n the vear, reflecting investments in a number of projects
and pressure on working capital Non-operating cash outflow for the year was £09m (2011 £4 Om) Operating cash flows
include all cash receipts and payments, excluding those relating to tax, finance, acquisitions and disposals of businesses and
exceptional items, all of which are classified as non-operating cash flows

Balance sheet

‘The Company remains m a strong financial posttion with good levels of cash available Shareholder’s funds reduced to £85 8m
(2011 £96 Om), reflecting actuanial losses arising on the Company’s defined benefit pension scheme Although net current
assets increased overall, cash balances (including amounts loaned to the Parent Company) fell to £106 8m from £156 2m

Outlook

Market condruions are expecied to remain challenging for a number of years Public spending levels continue to come under
pressurc and there 15 little growth n the private sector to compensate for the reduction in government expenditure
Overcapacity 1n the construction market continues, which will mnevitably lead to increased consolidation and difficulties for
those businesses which are less financially secure

The current chmate provides opportunities for those busmesses which are financially robust and agile to take advantage of
them Through 1ts strong balance sheet and the backing of the Group, the Company 1s well placed to make the most of these
opportunities when they anse In addition, customers are becoming more demanding and sephisticated, requiring a more
complete offering than just low prices In these instances, the Company 1s confident that it 1s well placed to provide a
comprehensive value added proposition

Although market conditiens 1n the short and medium-term are expected to remain challenging, the longer term view for the
construction industry remains positive, with demand expected to grow for improved mfrastructure, which the Company 15
well placed to meet In the meantime, the Company has a strong balance sheet and a good forward order book and 1s
confident that its diverse product porifoiio will ensure 1its continued strong performance

Health, Safety & Environment (""HS&E")

Focus on the Company’s Zero Harm programme continued during the year The ultimate objective of elimmating the risk of
serious harm to all stakeholders continued to be delivered through Zero Harm Journey Plans produced by each regional
business

A key element of the Zero Harm Journey has been to involve everyone in the Company, along with preferred supply chain
partners, in the quest to “Make Safety Personal’ During 2012, the ‘Make Safety Personal’ programme continued to be
embedded 1nto the culture of the business Ths has resulted in heightened awareness, increased reporting of near-miss
incidents (or learning events) and the ongeing development of 1-TIP, the Company’s Behavioural Observation programme
Sigmificant focus has been given to understanding the causes of incidents, learning lessons, and sharing knowledge to prevent
recurrence

The Accident Frequency Rate (number of reportable accidents multiplied by 100,000 compared to the number of hours
worked) improved by 19% during the year Benchmarking the Company agamst the UK Construction Industry using data
published by the Health and Safety Executive, 1t 15 apparent that in terms of accident rate, the Company's performance 15
31% better than the UK construction industry average

The Company’s performance i all areas of HS&E 1s continually monitored to ensure 1t remams at the highest levels of
effectiveness The Company has an ongoing commitment to improve uts performance in HS&E




! MANSELL CONSTRUCTION SERVICES LIMITED
DIRECTORS® REPORT (continued)
Employment

The Company and 1ts agency subsidiaries operate through a network of regional dehvery units, cach managed by 1ts own
dedicated senior management team Although decision-making 15 devolved to regional level, standard employment policies and
practices are applied 1 order to promote faimess and consisiency across the busmess, whilst ensuring the commercial and legal
interests of the Company are preserved These pelicies and practices include

s providing an open, challenging, rewarding and participative environment,

*  enabhing all employees to utilise ther talents and skills to the full, through appropriate encouragement, training and
development,

e communicating a full understanding of the objectives and performance of the Company and the opportunities and
challenges facing 1t,

s providing pay and other benefits which reflect prevailing market rates and rewarding both individual and collective
performance, and

* ensuring all applicants and employees receive equal treatment regardless of age, race, rehgion, national or ethnic
ongin, colour, gender, disability unrelated to the task i:n hand, sexual orientation, gender reassignment, marital
status, union membership or political affihation

Regional delivery units use a variety of methods to communtcate and consult with employees on key business goals and 1ssues
Regular publications and communications inform employees of major business achievements

Risk Management

Effective nsk management underpins the delivery of the Group’'s objecuves It is essential to protecting reputation and
generating sustamable sharcholder value The Group aims to identify key nisks at an early stage and develop actions to eliminate
them or mitigate therr impact and hkehhood to an acceptable level

Risk Management processes are embedded throughout the Group at all levels and form an integral part of day-to-day business
activity They help management to identify and understand the risks they face in delivering business objectives and the status of
the key controls in place for managing those risks

Further details of the Group’s nsk management processes and the roles and responsibilities of management within the Group can
be found m the Ulimate Parent Company's annual report and accounts

The Group risk management process

The Group's risk management policy requires that all divisions and those operating comparies within them identify and assess
the nsks to which they are exposed and which could impact their ability to deliver their and the Group’s objectives

Identified risk events, thewr causes and possible consequences are recorded n nisk registers Their hkelihood and potential
business impact and the control systems that are in place to manage them are analysed and, if required, additional actions are
developed and put 1 place to nutigate or eliminate unwanted exposures Individuals are allocated responsibility for evaluating
and managing these nsks to an agreed umescale

Risk registers and relevant action plans are reviewed regularly, at vanious levels throughout the business, to :dentify emerging
nisks, remove expired nisks and update mitigation plans

Reporting structures ensure that risks are monitored continually, mitigation plans are reviewed and significant exposures are
escalated — from project level to operating company management to senior management

All divisions and operating companie$ must have assurance mechamisms to ensure that the intermal controls and actions designed
to mitigate and ehminate nisks are operating effectively A range of procedures 1s used to monttor the effectiveness of internal
controls, including management assurance, risk management processes and independent assurance provided by internal audit
and other specialist third party reviews
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DIRECTORS’ REPORT (continued)

Rusk Management (continued)

Pnincipal rsks

During 2012, the company experienced difficult trading conditions which are hikely to continue mto 2013 Reduced private
spending, depressed private sector investment i commercial bullding and delays i government backed projects shified the
business muix towards less complex and lower margin projects

These trends will continue nto 2013, and the steps taken n respense will increase the importance of effective nsk management
As the business 15 reshaped to deliver the Group’s combined capabilities across targeted growth sectors, 1t 15 essential that
additional nsk 1s not inadvertently imported It 1s believed that the established risk management and internai control systems will
help to identify such risks and respond in a imely manner

The business also faces significant nisks and uncettainties that are common to many compames — mcluding financial and
treasury nisks, IT and information secunity nsks, and the management of penston liabtlites, which are significant Controls and
systems have been established to manage such nsks The principal risks that could adversely impact the profitability of the
Company are set out below While the nsks themselves have not generally changed since last year, the assessment of theur
ltkelihood and potential impact has changed and steps have been taken to strengthen, as appropriate, the mitigations mn place

Econpmic environment

The continued effect of the global economic downturn may cause the Company’s clients to postpone or reduce existing or future
projects The challenging econorme environment has continued to depress spending by governments and other clients and has
increased competiive intensity which in turn has put pressure on margins

Any significant changes 1n the level or uming of client spending or investment plans could adversely tmpact the Company’s
future erder book Such changes could anse from changes 1n government policy or clients’ failure to secure financing for future
projecis However, the effect of spending changes in any one market sector 1s mitigated by the Company’s broad exposure to
different marhets

Failure of a customer, including any government or public sector body, could result in non-collection of amounts owed To
mitigate this, the financial solvency and strength of counterparties 1s always considered prior to the signing of contracts and 1s a
specific focus n the current economic chmate During the hic of a contract such assessments are updated and reviewed
whenever possible The Company seeks to ensure that 1t 1s not over-rehant on any one counterparty

Failure of a subcentractor or supplier would result i the Company having to find a replacement or undertaking the task iself
which could result m time delays and additional costs To mitigate this, the Company seeks to develop long-term relationships
with key subcontractors, working closely with them to understand their operations Contingency plans are developed to address
the eventuality of the failure of a subcontractor In additien, project retentions, bonds and/or letters of credit are obtained from
subcontractors, where appropnate, to mitigate the impact of any insolvency

Legal and regulatory

The Company 1s subject to a number of complex, demanding and evelving legal, tax and regulatory requirements A breach of
these laws and regulauions could lead to legal proceedings, investigations or disputes resulting in & disruption of business,
ranging from additional project costs lo potentral reputational damage To mitigate this, the Company continually monitors and
responds to legal and regulatory developments

Business conduct

Fatlure by the Company and its employees to observe the highest standards of integrity and cenduct 1n dealing with customers,
suppliers and other stakeholders could result in c1vil and/or criminal penalties and reputauional damage

To mtigate this, the Company has a number of programmes 1n place to promote comphiance with the Group’s Code of Conduct,
and 1n areas such as competiion and data protection law The Company has appoimnted a comphance officer who 15 responsible
for ensuring the application and monitoring of these programmes
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DIRECTORS’ REPORT (continued)

Risk Management (continued)

People

The success of the Company depends on its ability to recruit and retain the best management and employees who have the
appropriate competencies and also share the Company’s values and behaviours

Failure to recruit and retain appropnately skilled people could have an adverse impact on the Company’s abibty to deliver
specific contracts and 1ts future growth To mitigate this, all potential recruits for key roles in the organisation are measured
agamnst a competency and leadership framework Orgamisation and people reviews are undertaken to review the roles,
competencies, performance and potential of personnel A well-developed succession planning process exists within the
Company and throughout the Group to identify and develop high-potential personnel to fill key roles These plans are reviewed
and discussed at all levels within the organisation on a regular basis Appropriate remuneration and incentive packages are 1n
place to assist 1n the attraction and retention of key employees

Bidding

The Company seeks to win work through a large number of bids each year In some cases, the Company may bid in joint
ventures with carefully selected partners, especially in those instances where the Company wants to augment its expertise or
knowledge of the market sector The Company also undertakes a number of investments, the success of which 1s dependent on a
number of assumptions made at the time of investment

Failure to accurately estimate risks, costs, the impact of inflation and the contractual terms being entered into and how best to
manage them could have an adverse impact on the profitability of such contracts To mutigate this, all bids are subject to rigorous
estimating and tendering processes within a defined framework Defined delegated authority levels exist for the approval of all
tenders and investments, with all major and significant contracts n excess of those authonty levels beng subject to Group
review and approval by the Group Tender and Investment Commutiee

In the event of a disagreement with, failure of or poor performance by a joint venture partner, the Company could be exposed to
financial and reputational risks As such, the Company has procedures in place to review the relevant skills, experience,
resources and values of joint venture partners to understand how they complement those of the Company The performance of
Jomt ventures and jomt venture partners 1s monitored throughout the bife of the project

If any of the assumptions made on investment decisions prove to be incorrect it could have an adverse impact on the profitability
of those nvestments Therefore, investment appraisals are performed and reviewed by expenenced professionals The risks
associated with revenues and costs are analysed and, where appropniate, contractual and other nsk mitigations are estabhished

Project execution

The Company 1s engaged 1n a number of complex projects Failure to deliver these on tme and to clients’ requirements risks
financial loss, claims and reputational damage to the Company The successful delivery of many of these projects 1s dependent
on the combined availabihity and effective management of subcontractors and other service providers

Failure to manage or deliver against contracted customer requirements on time and to an appropriate quahity could result in a
number of 1ssues such as contract disputes, rejected claims, design 1ssues, cost overruns or fatlure to achieve customer savings -
which could adversely impact the profitability and reputation of the Company In order to mitigate this, the Company has a
number of defined operating procedures designed to address the risks inherent in project delivery In addition, the Company’s
risk management framework aids the identification of spectfic risks on projects and the mitigating actions required Projects are
subject to management review at all levels to momtor progress and to review steps put 1n place to address specific risks
identified on those projects

The failure of a subcontractor to perform to an appropriate standard and quality could result in delays to a project and adversely
impact the ability of the Company to meet 1ts contractual commitments and damage its reputation The Company seeks to
develop long-term refationships with a number of its key subcontractors whilst at the same time not becoming over-rehant on
any one As part of its selection criteria, the Company seeks to partner with subcontractors/suppliers which share its valtues

Health, safety and sustainability

The Company 1s involved m significant, complex and potentially hazardous projects which require the continuous monitoring
and management of health and safety risks The Company, through 1ts activities, 1s aware of the impact it can have on the world
in which 1t operates and the communities with which it comes into contact

Failure te manage these nsks could expose our people or the public to myury/harm and the Company to significant potential
habilities and reputational damage To mutigate this, detasled health and safety policies and procedures exast to minimuse such
nisks and are subject to review and momitoring The Company employs experienced health and safety advisers who provide
advice and support to line management and undertake regular reviews
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DIRECTORS’ REPORT (continued}
Risk Management (continued)

Health, safety and sustainability (continued)

in addition, farlure to address these msks and (o execute projects in a sustainable manner could result in significant potential
habilities, reputational damage and not being able to win future work The Company has developed and implemented a
sustainability strategy covering 1ts operations until 2020 in terms of profitable markets, healthy communities and envirenmental
hmits Sustainability 1ssues such as chmate change adaptation are considered n risk management actuivities undertaken at the
Company as well as project level

Financial statements and dividends

The audited financial statements of the Company appear on pages 10 to 31 The loss afier taxation for the year, after an
exceptional charge of £6 1m (2011 £0 8m), amounted to £(0 6)m {2011 profit £8 8m) prior to the deduction of dividends The
Company did not pay a dividend during the year (2011 £nil)

Supplier payment policy

The Company’s policy 15 to settle the terms of payment with suppliers when agreeing the terms for each transaction or series of
transactions o ensure that suppliers are aware of the terms of payment and to abide by these terms of payment as and when
satisfied that the supplier has provided the goods or services in accerdance with the agreed terms  The Company’s average
creditor payment period, from the ume work 1s carried out to nvoice being paid, at 31 December 2012 was 46 days
(2011 45 days)

Corporate responsibility

The Group pubhlishes a report on Corporate Responsibility annually, which includes a description of the Group's broader
corperate responsibilittes  The Company’s systems for governance and management of nsk, safety, environmental and social
15sues are described n that report, together with the Group’s performance in these arcas and the targets set to dnve
improvements The report 1s available at www balfourbeatty com

The Company has, for many years, been publicly and explicitly commutted to ensuning it pays close attention to these i1ssues

Corporate responsibility 1s a fundamental part of modern business management The Company has already made sigmificant
progress in this area, and continually works to improve its strong performance in this field

Chanitable and political coentributions

During the year the Company made charitable donations of £13,000 (2011 £12,000)
No pohtical donations were made by the Company during the year (2011 £ml)
Dhrectors

The Directors of the Company who served throughout the year and up to the date of thus report were

W O Aitchison MRICS (appointed 12 October 2012)
D J Donaldson (appointed 21 May 2013)

M Easton (appointed 26 February 2013)
M Farrah FRICS FCIArb (appointed 26 February 2013)
A J Fegbeutel (appoinied 12 October 2012, resigned 21 May 2013)
D J Greenspan BA ACA (resigned 26 October 2012}
W E Kingwill BSc MCIOB (appointed 26 February 2013)
N Patterson MRICS (appointed 26 February 2013)
M ] Peasland FCIOB

B P Perrin BSc ACA AMCT (resigned 21 May 2013)

A P Scou MA CA (appointed 26 February 2013)
S J Waite FRICS MCIOB

R V Walker BSc FRICS (resigned 24 May 2013)

Dhirectors’ mdemnities

The Directors are covered under a qualifying third party group indemmty provision provided by the Company’s Ulumate
Parent Company
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Gong concern

In reviewing the future prospects of the Company, the Directors have considered the fact that the Company has a strong
order book with orders of £669 9m 1 the pipeline In addition, the Company’s balance sheet remains strong and the
Company holds sigmficant levels of cash n the form of £44 4m of bank balances and £62 4m of loans to its Parent
Company, which are repayable on demand In addiuon, although the current trading environment remains challenging, the
forecast for the longer term 15 that conditions are expected to improve As a result, and having made appropriate enquiries
and reviewed medium-term cash forecasts, the Directors have a reasonable expectation that the Company has adequate
resources to continue for the foreseeable future and, for this reason, have continued to adopt the going concern basis m
prepanng the accounts

Disclasure of information to auditor
Each of the Directors at the date of approval of this report confirms that

. so far as the Director 15 aware, there is no relevant audit information of which the Cempany’s auditor 1s unaware,
and

. the Director has taken all the steps that he ought to have taken as a Director tn order to make himself aware of
any relevant audit information and to establish that the Company’s auditor 1s aware of that information

This confirmation 15 given and should be mterpreted m accordance with the provisions of Section 418 of the Companies Act 2006
Deloitte LLP has indtcated their wallingness to continue 1n office as auditor
Statement of Directors’ responsibilities

The Directors are responsible for prepanng the annual report and financial statements 1n accordance with applicable law and
regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the Directors have
elected to prepare financial statements 1n accordance with Umited Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards and applicable law) Under company law the Directors must not approve the financial
staternents unless they are satisfied that they give a true and fair view of the state of affairs of the Company as at the end of
the financial year and of the profit or loss of the Company for that penod

In preparing these financial statements, the Directors are required to

select suitable accounting polictes and then apply them consistently,
make judgements and accounting estimates that are reasonable and prudent,
state whether applicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explained 1n the financial statemnents, and

. prepare the financial statements on the going concern basis unless 1t 15 mappropnate to presume that the
Company will continue in bustness

The Directors are responsible for keeping adequate accounting records that are suffictent to

. show and explain the Company's transactions,
. disclose with reasonable accuracy at any time the financial position of the Company, and
. enable them to ensure that the financial statements comply with the Compames Act 2006

The Directors are also responsible for safeguarding the assets of the Campany, and hence for taking reasonable steps for the
prevention and detection of fraud and other irregulanties

In addition, the Directors are responsible for the mamntenance and integnty of the corporate and financial information
mcluded on the Company's website Legislation in the United Kingdom goveming the preparation and dissemination of
financial information differs from legislation 1n other jurisdictions

By Order of the Board
Regstered Office
6 % [% Roman House
/ 13/27 Grant Road
Croydon
G W Mutch Surrey CR9 6BU
Company Secretary
Regastered in England
25 June 2013 Number 1197246




MANSELL CONSTRUCTION SERVICES LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MANSELL CONSTRUCTION SERVICES
LIMITED

We have audited the financial statements of Mansell Construction Services Limtted for the year ended 31 December 2012
which comprise the Profit and Loss Account, the Statement of Total Recogmised Gains and Losses, the Balance Sheet and the
rclated notes 1 to 25 The financial reporting framework that has been applied i their preparation 1s applicable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report 15 made solely to the Company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the Compames
Act 2006 Our audit work has been undertaken so that we might state to the Company’s members those matters we are
required to state to them n an auditor’s report and for no other purpose  To the fullest extent permutted by law, we do not
accept or assume responsibility to anyone other than the Company and the Company’s members as a body, for our audit
work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explamed more fully in the Directors’ Responsibiliies Statement, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view  Qur responsibility 1s to audit and express an
opinion on the financial statements 1in accordance with applicable law and International Standards on Auditing (UK and
Ireland) Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaing evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material nusstatement, whether caused by fraud or error
This includes an assessment of whether the accounting policies are appropriate to the company’s circumstances and have
been consistently apphed and adequately disclosed, the reasonableness of significant accounting estimates made by the
directors, and the overall presentation of the financial statements In addition, we read all the financial and non financial
information 1n the annual report to 1dentify matenal inconsistencies wath the audited financial statements If we become
aware of any apparent material misstatements or inconsistencies we consider the implications for our report

Opinton on financial statements

In our opinion the financial statements

. give a true and fair view of the state of the Company’s affairs as at 31 December 2012 and of 1ts loss for the year
then ended,

. have been properly prepared n accordance with United Kingdom Generally Accepted Accounting Practice, and

. have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Compantes Act 2006

In our opmion the mformation given in the Directors’® Report for the financial year for which the financial statements are
prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if,
1n our opinton

. adequate accounting records have not been kept, or retums adequate for our audit have not been received from
branches not visited by us, or

. the financial statements are not 1n agreement with the accounting records and returns, or

. certain disclosures of directors’ remuneration specified by law are not made, or

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

Makhan Chahal (Senior Sta Auditor)
for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditor
London, United Kingdom

25 June 2013




MANSELL CONSTRUCTION SERVICES LIMITED

Profit and loss account for the year ended 31 December 2012

2012 2012 2012 2011 2011 2011
Notes £m £m £m £fm £m £m
Exceptional Total Exceptional Total
Items [tems
(Note 3) {Note 3)
Turnover le 7552 - 7552 8677 - 8677
Cost of sales (697 4) - (697 4) (795 7) - (795 7)
Gross profit 578 - 578 720 - 720
-Amortisation of goodwill 47 - @7 @7 . 47
-Other (46 8) (6 5) (533) 533 (1n (54 4)
Total administrative expenses (51 5) (6 3) (58 0) (58 0) (1) 59 1)
Operating (loss)/profit 2 63 65) 02) 140 (11 126
Net interest and dividends recervable 5 09 - 09 11 - 11
Other financial income 24 07 - 07 01 - 01
Profit on ordinary activities before taxation 79 (6 5) 14 152 (n 141
Tax on profit on ordinary activities 6 24 04 20 (5 6) 03 (53)
Retained (loss)/profit for the financial year 18 55 61) (0.6) 96 (0 8) 88

All results n the current and prior year activities are derived from continuing operations

10




MANSELL CONSTRUCTION SERVICES LIMITED

Statement of total recognised gains and losses

{Loss)Y/profit on ordinary activities after taxation

Actuarial (loss)/gain on retirement benefit obhigations

Tax on items in equity
Deferred tax

Total recognised gains and losses relating to the year

11

Notes

24

2012 2011
£m £m
(0.6) 88
(12 5) 71
2.7 (22)
(10 4) 137




MANSELL CONSTRUCTION SERVICES LIMITED

Balance sheet as at 31 December 2012

2012 2011
Notes £m f£m
Fixed assets
Intangible assets goodwill 8 95 142
Tangible assets 9 7.5 134
Investments 10 91 91
261 367
Current assets
Stocks 11 306 169
Debtors due within one year 12 2632 3142
Debtors due after more than one year i2 86 86
Cash at bank 44.4 392
3468 3789
Creditors: amounts falling due within one year 13 (258 8) (292 6)
Net current assets 880 863
Total assets less current habilities 1141 1230
Creditors' amounts failing due after more than one year 14 (7.4) (65)
Provisions for liabilities and charges 15 384 (124)
Net assets excluding pension deficit 98 3 104 1
Pension deficit 24 (12 5) 8 1)
Net assets including pension deficit 858 96 O
Capital and reserves
Called up share capital 17 108 108
Capital contribution reserve 18 1.9 19
Special reserve 18 11.3 113
Qther reserves 18 05 06
Profit and loss account 18 613 714
Eqmity shareholder’s funds 19 85.8 96 0

The financial statements of Mansell Construction Services Limited, registered number 1197246, were approved by the Board
of Directors on 25 June 2013 and signed on 1ts behalf by

Np Jf

A P Scott
Director

12
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MANSELL CONSTRUCTION SERVICES LIMITED

Notes to the financial statements

Principal accounting poltcies

The principal accounting policies are given below They have been applied consistently throughout the current year and
preceding year except as stated below

Basis of accounting

The financial statements have been prepared under the historical cost convention and comply with alt applicable Umted
Kingdom law and accounting standards

The Company has taken advantage of the exemption from prepaning consohdated financial statements afforded by
Section 400 of the Compantes Act 2006 because 1t 1s an indirect wholly-owned subsidiary of Balfour Beatty plc which
prepares consohdated financial statements which are publicly available The Company 1s also, on this basis, exempt from
the requirements of FRS | (Revised) to present a cash flow statement

Going concern

In reviewing the future prospects of the Company, the Directors have considered the fact that the Company has a strong
order book and balance sheet, and holds significant cash balances As a result, and having made appropriate enquiries
and reviewed medium-term cash forecasts, the Directors consider 1t reasonable to assume that the Company has adequate
resources to continue for the foreseeable future and, for this reason, have continued to adopt the going concern basis in
preparing the accounts

Turnover

Turnover represents amounts mvoiced 10 customers, net of trade discounts, value added tax and similar sales-based taxes,
except n respect of contracting activities where turnover represents the value of work carned out during the year including
an estimate n respect of amounts not invoiced  All turnover 18 generated in the United Kingdom

Tangible fixed assets

Tangible fixed assets are stated at cost, net of depreciation and provision for any impairment Freehold properties and
fixtures are depreciated by equal instalments over their expected useful lives of forly and twenty years, respectively

Plant, machmery, vehicles and equipment are depreciated by equal instalments over their expected useful lives of
between four and twelve years

Profit recognition

Profit on individual contracts 1s taken only when the outcome can be foreseen with reasonable certainty, based on the
lower of the percentage margin earned to date and that prudently forecast at completion, taking account of agreed claims
Full provision 1s made for all known or expected losses on individual contracts, taking a prudent view of future claims
income, immediately when such losses are foreseen Profit for the year includes the benefit of claims settled on contracts
completed n prior years  Where the Company undertakes housing projects on a speculative basis as developer, turnover
and profit are only recognised on individual units following legal completion of the underlying sale transaction

Pre-contract costs are expensed as incurred until 1t 1s virtually certain that a contract will be awarded, from which time
further pre-contract costs are recogmised as an asset and charged as an expense over the period of the contract Amounts
recovered 1n respect of costs that have been written off are deferred and amortised over the hfe of the contract

Stocks

Stocks are stated at the lower of net realisable value and cost including attnibutable overheads where appropriate  Provision
1s made for obsolete, slow-moving or defective items as appropriate

Costs mcurred on housing projects carried out on a speculative basis are carried as work 1n progress and transferred to cost
of sales on legal completion of the underlying sale transaction for each unit Provision 1s made for all known or expected
losses immediately when such losses are foreseen

Long-term contract balances
Amounts recoverable on long-term contracts which are included i debtors are stated ar the net sales value of the work

carnied out less amounts received as progress payments on account  Excess progress payments are included i creditors as
payments on account
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MANSELL CONSTRUCTION SERVICES LIMITED

Notes to the financial statements (continued)

Taxation

Current tax, including United Kingdom corporation tax, 1s provided at the amounts expected 1o be paid or recovered using the
tax rates and laws that apply at the balance sheet date

Deferred tax 15 recogrused in respect of all iming differences that have onginated but not reversed at the balance sheet date
where transactions or events that result 1 an obligation to pay more tax m the future or a right to pay less tax in the future
have occurred at the balance sheet date Deferred tax 15 recorded using tax laws and rates that have been enacted or
substantively enacted at the balance sheet date

Deferred tax 1s measured on a non~discounted basis  No provision 1s made for tax on capital gamns which would anse 1f the
properties were disposed of at the cost at which they are included n the financial statements

Pensions

For defined benefit retirement benefit schemes, the cost of providing benefits recogmsed in the profit and loss account and
the defined benefit obligations are determined at the reporting date by independent actuaries, using the projected umit credit
method The hability recogmsed in the balance sheet comprises the present value of the defined benefit pension obligation,
determuned by discounting the estimated future cash flows using the market yicld on a ligh-quality corporate bond, less the
fair value of the plan assets Actuanal gains and losses are recognised 1 full mn the period in which they occur outside the
profit and loss account n the statement of total recognised gains and losses Contributions to defined contribution pension
schemes are charged to the profit and loss account as they fall due

Leases

Operating lease rentals are charged to the profit and loss account on a straight-hne basis over the term of the lease
Benefits received and receivable as an imcentive to sign an operating lease are sumlarly spread on a straight hine basis over
the lease term, except where the period to the review date on which the rent 15 first expected to be adjusted to the
prevailing market rate 15 shorter than the full lease term, 1n which case the shorter period 1s used

Valuation of investments
Fixed asset investments are recorded at cost less provisions for impairment
Special reserve

The special reserve shall be treated as an undistributable reserve of the Company and shall be credited with any amount
which fails to be credited to the profit and loss account of the Company as a result of the realisation or revaluation of any
fixed assets in excess of their net book value provided that the amount credited to the special reserve shall not exceed
£30,000,000 The special reserve may be reduced by the amount of any increase mn paid up share capital or share
premium which results from an 1ssue of shares

Share-based payment

Employee services received in exchange for the grant by Balfour Beatty plc of share options, performance share plan
awards and deferred bonus plan awards since 7 November 2002 are charged in the profit and loss account on a straight-
line basis over the vesting period, based on the far values of the options or awards at the date of grant and the numbers
expected to become exercisable The credits in respect of the amounts charged are included within separate reserves in
equity until such ime as the options or awards are exercised

Provisions
Provision is made for the Directors’ best estimate of known legal claims, investigations and legal actions tn progress
Intangible assets - Goodwill

Goodwill ansing on acquisition of subsidiary undertakings and businesses, representing any excess of the fair value of the
consideration given over the fair value of the identifiable assets and habilites acquired, 1s capitahised and written-off over
its expected useful economic hife of between four and five years Provision ts made for any impairment

Exceptional Items

Excepuonal items are 1tems of financial performance which the Company believes should be separately 1dentified on the
face of the profit and loss account to assist 1n understanding the underlying financial performance achieved by the
Company Such items will affect the absolute amount of the resulis for the period and the trend of results Exceptional
tems include the costs of restructuring and the reorgamsation of existing businesses and of integrating newly acquired
businesses

14




MANSELL CONSTRUCTION SERVICES LIMITED

Notes to the financial statements (continued)

Operating (loss)/ profit

Operating (loss)/profit s stated after charging:

Deprectation of owned tangible fixed assets (note 9)

Impairment of fixed assets

Loss on disposal of fixed assets

Amortisation of goodwilt

Charges under operating leases

- property

- motor vehicles

Auditor’s remuneration

- fees for the audit of the Company

- fees paid to the Company's auditor for the audit of fellow subsidianes

No other amounts were paid to the Company’s auditor in respect of any other services {2011

Exceptional items

Integration costs
Reorganisation and restructuring of operations
Pension curtailment gamn

2012 2011
£m £m
0.800 1042
4.696 -
0.416 -
4,649 4 649
1.573 1475
. 0 461
0146 0 146
0004 0 004
£ml)
2012 2011
£m £m
. 11
72 -
(0.7) -
65 |1

The Group 15 restructuring a number of its businesses in order to increase 1ts focus on the needs of customers and upon
growth sectors, o further integrate 1ts service offering to these customers, and to realise operational efficiencies As a
result, the Company incurred restructuring costs of £7 2m during the year In 2011, costs totalling £1 Im were mgurred
during the year in respect of the reorganisation, restructure and mntegration of the Rok construction busingsses The tax

effect was that of a credit of £0 4m (2011 £0 3m}

Information regarding Directors and employees

Directors’ emoluments
Remuneration
Pension contributions

Highest paid Director
Remuneration
Penston contributions

2012 2011

£m £m
0 864 0957
0 046 0073
0910 1 030
2012 2011

£m £m
0.469 0516
0.003 0033
0472 0 549

The highest paid Director 1s a member of the Balfour Beatty Pension Fund and had accrued entitlements of £ni) (2011
£0 166m) under the scheme by the end of the year During the year three (201 two) directors were members of the

Balfour Beatty Pension Scheme Fund

Average number of persons employed
Operational
Administrative

2012 2011
Number MNumber
1,342 1,639
575 631
1,917 2,270
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MANSELL CONSTRUCTION SERVICES LIMITED
Notes to the financial statements (continued)

Infoermation regarding Directors and employees (continued)

2011

100 2
96
41
47
04

113 0

2011
fm

11

11

2011
£fm

34

53

2011

141

2012
£m
Staff costs durng the year (including Directors)
Wages and salaries 90.2
Social security costs 87
Other pension costs - defined benefit 43
- defined contribution 45
Share-based payments 03
108.0
Net interest receivable
2012
£m
Interest recewvable on Group loans 0.9
09
Tax on profit on ordinary activities
2012
£m
Current tax
United Kingdom corporation tax on profits of the year at 24 5% (2011 26 5%) 01
Adjustments 1n respect of previous periods o
Total current tax _
Deferred tax
Ongimation and reversal of iming d:fferences 1.9
Rate change adjustment 0.1
Adjustments 1n respect of previous penods -
Total deferred tax 20
Total tax charge 2.0
Tax reconcihiation 2012
£m
Profit on ordimary activities before taxation 14
Profit on ordinary activities multiplied by standard rate of corporation tax n
the UK of 24 5% (2011 26 5%) 0.3
Effects of
Expenses not deductible for tax purposes 1.7
Pension an
Other short-term timing chfferences 02)
Adjustment to tax charge 1n respect of previous years 1)

37

08
(30)
on

0s

Current tax charge for the year -

The Company’s future tax charge will be affecied by changes 1n the UK corporation tax rate (see note 16)
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MANSELL CONSTRUCTION SERVICES LIMITED
Notes to the financial statements (continued)
Share-based payments

Certain employees of the Company are participants in four equity-settled share-based payment arrangements operated
by the Company's ultimate parent, Balfour Beatty plc, namely the savings-related share option scheme, the executive
share option scheme, the performance share plan and the deferred bonus plan The Company recognised total expenses
related to equity-settled share-based payment transactions since 7 November 2002 of £272k 1n 2012 (2011 £353k)

(a) Savings-related share options

Balfour Beatty plc has not granted any savings-related share options (“SAYE”) sice 2010, but has continued to
operate an HMRC approved scheme under which employees were granted an option to purchase ordinary shares n
Balfour Beatty plc in erther three or five years tume, dependent upon their entering mto a contract to make monthly
coninbutions to a savings account over the relevant period These savings are used to fund the option exercise This
scheme 1s open to all employees based in the UK and performance conditions are not applied to the exercise of SAYE
options Employees normally have a period of six months after completion of the savings contributions during which to
exercise the SAYE options, failing which they lapse

The information 1n relation to SAYE options granted to employees of the Company was

Weighted Weighted

average average

SAYE exercise SAYE exercise

options price options price

2012 2012 2011 2011

number pence number pence

Outstandmg at | January 525,654 2690 729,349 2748
Granted during the year - - - -
Transferred during the year - - (2,974) 3066
Forfeited during the year (65,091) 262.6 (85,157) 2885
Exercised during the year (69,307) 248.9 (51,272) 2755
Expired during the year (89,501) 317.7 (64,292) 3019
Outstanding at 31 December 301,755 260.6 525,654 2690
Exercisable at 31 December 25,149 304,0 12,702 304 5

The weighted average share price at the date of exercise for those SAYE options exercised during the vear by all
participants was 298 2p (2011 309 6p) Those SAYE options granted to employees of the Company which were
outstanding at 31 December 2012 had a weighted average remaining contractual hife of 1 6 years (2011 2 1 years)

17
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MANSELL CONSTRUCTION SERVICES LIMITED
Notes to the financial statements (continued)

Share-based payments {continued)

(b} Executive share options
Balfour Beatty plc has not granted any executive share options since 2004, but has continued to operate a scheme under
which employees were granted options to purchase ordinary shares in Balfour Beatty ple, which are exercisable between
three and ten years afier the date of grant Performance conditions have been met for all executive options granted since 7
November 2002, as earnings per share before goodwill amortisation and exceptional iterns ("eps™) for the last year of the
minenum three-year performance penod have grown from thew respective fixed base eps by a total of at least 3% per

annum plus the increase 1n RPI over the relevant period

The information 1n relation to executive options granted to employees of the Company since 7 November 2002 was

Weighted Weighted

average average

Executive exercise Executive exercise

options price options price

2012 2012 2011 2011

number pence number pence

Qutstanding at 1 January 108,500 2192 117,686 2198
Exercised during the year - - (9,186) 2273
Outstanding at 31 December 108,500 2192 108,500 2192
Exerctsable at 31 December 108,500 219.2 108,500 2192

The weighted average share price at the date of exercise for those execulive options exercised during the year by all
parucipants was 287 7p (2011 303 4p) Those executive options granted to employees of the Company which were
outstanding at 31 December 2012 had a weighted average remaning contractual life of | 2 years {2011 2 2 years)

{c)} Performance share plan awards

Balfour Beatty plc operates a performance share plan under which key senior employees are granted conditional awards of
ordinary shares in Balfour Bealty plc, which are exercisable on the third anniversary of the date of award These awards
will only vest 1o the extent that performance targets are met over a three-year performance period On 16 Apnl 2012, for
all participants in the plan, a maximum of 4,177,096 conditional shares were awarded which are normally exercisable in
April 2015

50% of the 2012 award 1s based on an eps growth target the maximum award of shares 1s made only where Balfour Beatty
plc’s eps increases by at least 45% 1n the relevant performance perniod, 25% of this element of the award 1s made where
Balfour Beaity plc’s eps mcreases by 15% over the period, 1f growth in eps 18 between 15% and 45%, the number of
shares will be awarded pro-rata to the growth in eps, and no shares from this element of the award can be awarded 1f
growth n eps 15 less than 15% over the penod

The other 50% of that 2012 award 1s based on total shareholder return (TSR) performance measured aganst the FTSE 51-
150 (excluding investment trusts) the maximum award of shares 1s made only where Balfour Beatty plc’s TSR 1s in the
upper quartile, 25% of this element of the award 1s made where Balfour Beatty plc's TSR 15 at the median, 1f Balfour
Beatty plc's TSR 1s between the median and the upper quartile, the number of shares will be awarded pro-rata, and no
shares can be awarded 1f Balfour Beatty plc’s TSR is below median

The information in relation to performance share awards granted to employees of the Company was

Conditional  Conditional

awards awards

2012 2011

' number number

Qutstanding at 1 Januvary 259,871 231,394
Granted during the year 113,599 96,219
Forfeited during the year (18,739) -
Exercised during the year - (12,464)
Expired during the year (81,067) {55,278)
Qutstanding at 31 December 173,664 259,871

Exercisable at 31 December - -




MANSELL CONSTRUCTION SERVICES LIMITED
Notes to the financial statements (continued)
Share-based payments (continued)
(c) Performance share plan awards (continued)

The share price at the date of exercise for those performance share awards exercised during 2011 by all participants was
330 0p Those performance share awards 1o employees of the Company outstanding at 31 December 2012 had a weighted
average remaining contractual hfe of 1 4 years (2011 1 4 years)

The awards are satisfied by the transfer of shares for no considerauon  For the 50% of the 2012 award which 1s subject to
a performance test based on eps, the fair value of the award 15 the closing share price before the award date For the 50%
of that 2012 award which 1s subject to a market condition based on TSR, the consultants have used a stochastic model,
including expected volauhty determined from the historic weekly share price movements over the three-year period
preceding the award date, with the following assumptions used

Closing Calculated

share price Expected Expected fair value

before  volatihty of term of Risk-free of an

award date shares awards  Interest rate award

Award date pence % years Y pence
16 April 2012 2737 2990 30 048 1592

(d) Deferred bonus plan awards

Balfour Beatty plc operates a deferred bonus plan under which one-third of the annual bonus of key senior employees 15
deferred in the form of ordinary shares in Balfour Beatty ple, which will normaily be released afler three years, providing
the individual 15 still 1n the Balfour Beatty Group's employment at that time On 30 March 2012, for all participants in the
plan, a maximum of 916,940 conditional shares were awarded which will normally be released on 30 March 2015 On 25
April 2012 and 6 July 2012 a further 54,344 and 19,234 condstional shares were awarded in lieu of entitlements to the final
2012 dividend and on 10 October 2012 and 7 December 2012 a further 29,023 and 14,662 conditional shares were
awarded in lteu of the entitlements to the interim 2012 dividend

The mformation in relation to deferred bonus plan awards granted to employees of the Company was

Conditional  Conditional

awards awards
2012 2011
number Number
Qutstanding at | January 172,479 147,861
Granted during the year 28,753 46,790
Awards 1n heu of dividends 7,112 7.474
Transferred during the year - 11,131
Forfeited during the year (15,288) -
Exercised during the year (60,917) (40,777)
Outstanding at 31 December 132,139 172,479

Exercisable at 31 December - -

The weighted average share price at the date of exercise for those deferred bonus plan awards exercised during the year by
all paruicipants was 288 8p (2011 333 8p) Those deferred bonus plan awards to employees of the Company which were
outstanding at 31 December 2012 had a weighted average remaiming contractual life of 1 0 years (2011 1 2 years)

As the awards are satisfied by the transfer of shares for no consideration, the fair values of the awards are the closing share

price before award date, which was 284 4p, 255 5p, 305 Op, 301 4p and 257 9p for the awards made on 30 March 2012, 25
Apnl 2012, 6 July 2012, 10 October 2012 and 7 December 2012 respectively
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MANSELL CONSTRUCTION SERVICES LIMITED

Notes to the financial statements (continued)

Intangible fixed assets

Cost
At 1 January and 31 December 2012

Ameortisation
At 1 January 2012
Charge for the year

At 31 December 2012

Net book value
At 31 December 2012

At 31 December 2011

Tangible fixed assets

Cost

At 1 January 2012
Additions

Disposals

Impairment

Restructure write downs

At 31 December 2012

Accumulated depreciation
At | January 2012

Charge for the vear
Eliminated on disposals
Restructure write downs

At 31 December 2012

Net book value
At 31 December 2012

At 3] December 2011

Goodwill
£m
202
6.0
4.7
107
95
142
Freehold land Plant and

and buldings equipment Total
£m fm £m
130 73 203
- 05 0.5

- 2n .10
47 - “.7
- 49 49
83 08 91
14 55 69
62 06 0.8
- @2n a.n

- “@m 40
16 - 16
6.7 08 7.5
116 18 134

Plant and equipment refers to plant, machimnery, vehicles and equipment
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MANSELL CONSTRUCTION SERVICES LIMITED

Notes to the financial statements (continued)

10. Fixed asset investments

2012 201
£m £m

Cost and net book value
At | January and 31 December 9.1 91
The Company has investments in the following subsidiary undertakings

Country of incorporation Principal activity Holding %
Strata Construction Ltd England and Wales Construction of affordable housing 100%
Hall & Tawse Ltd Scotland Construction & property services 100%
Kirby MacLean Ltd England and Wales Painting, contracting & decorating 100%
Hall & Tawse Western Ltd England and Wales Dormant 100%
Burnbank House Lid England and Wales Development of commercial property 75%

The Company has a 75% interest in a subsidiary company, Burnbank House Limited, holding the entire A ordinary shares of
that company A and B ordinary shareholders have the same rights and rank pari passu in all respects, except the following

a} On any resolution to appoint or remove a director, only the holders of A ordinary sharcholders are entitled to vote, and

b) Any alteration of the Memorandum, Articles of Association or share capital of the Company requires the consent of
B ordinary shareholders

11. Stocks
2012 2011
£m £m
Raw materials and consumables - 03
Work in progress 306 166
306 169

Work 1n progress comprises costs incurred on housmg projects being carried out on a speculative basis by the

Partnership Homes businesses in Perth, Scotland and Southampton, less provisions for impairment  The Directors are
sanisfied that such amounts are recoverable

21




MANSELL CONSTRUCTION SERVICES LIMITED

Notes to the financial statements (continued)

12 Debtors
2012 2011
£m £m
Due within one year
Trade debtors 44 8 568
Amounts recoverable on contracts 671 499
Contract retentions 246 263
Amounts owed by Group undertakings 124 1 1791
Prepayments and accrued mcome 26 21
2632 3142
Due after more than one year
Contract retentions 77 74
Deferred taxation (note 16) 0.9 12
86 86
Total debtors 2718 3228

Amounts owed by group undertakings are repayable on demand and the iterest rates charged are in the range of 0%%-1%

13. Creditors amounts falling due withtn one year

2012 2011

fm £Em

Trade creditors 9.4 92
Payments on account 137 137
Contract retentions 241 268
Amounts owed to Group undertakings 55.9 512
Corporation tax 0.1 14
Other taxation and social security 3é 40
Other creditors 34 17
Accruals and deferred income 148.6 184 6
258.8 202 6

Amounts owed to group undertakings are repayable on demand and the interest rates charged are in the range of 0%-1%

14  Creditors amounts falling due after more than one year

2012 2011

£m £m

Contract retentions 72 65
Accruals and deferred income 02 -
74 63
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MANSELL CONSTRUCTION SERVICES LIMITED
Notes to the financial statements (continued)

15 Provisions for habilities and charges

Contract Employee Property

provisions habilities habifities Total

£m £m £m £m

At 1 January 2012 94 25 05 124
Released in the year (2 6) (14) on 4.1)
Created 1n the year 23 08 a1 32
Utihised 1n the year (ER))] - - (31)
At 31 December 2012 6.0 1.9 05 8.4

Contract provisions include fault and warranty provisions in respect of completed contracts, and a claim in respect of one
completed project  The provisions are expected to be utihsed between 2013 and 2015

The employee liabiliies provision represents obligations in respect of asbestos-related claims from ex-employees which are
only partly covered by insurance  Due to the long-term nature of these claims, 1t 1s expected that these provisions will be
required for a considerable period

The property habilities relate to provisions for dilapidations and rents payable on vacant properties These are expected to
be utihsed over the remaining terms of the leases, which expire between 2013 and 2020

16. Deferred taxation

Deferred taxation, based on UK corporation tax at 24 5% (2011 26 5%) 2012 : 2011
comprises £m £m
Depreciation in exeess capital allowances 07 03
Share-based payments 01 01
Short term timing differences 0.1 06
Deferred tax excluding that relating to the pension asset 09 12
Pension asset (note 24) 38 28
Total deferred tax asset 47 40
At ] January 40 96
Profit and loss account (2.0) G4
Deferred tax charge to the STRGL 27 22)
At 31 December 47 40

There 15 no unprovided deferred taxation (2011 £ml)

The Finance Act 2012 was enacted on 17 July 2012 implementing a reduction to the main UK Corporation Tax rate from
25% to 24% effective from 1 April 2012, with a further reduction of 1% to 23% from 1 April 2013 As a result of the
change, the deferred tax balances have been re-measured This gives rise to a deferred 1ax charge of £0 1m 1n the year

In the 2012 Autumn Statement 1t was announced, that there will be a further 2% reduction in the mamn UK Corporation
Tax Rate, to bring the rate down to 21% from 1 Apnil 2014  The 2013 Chancellor’s Budget subsequently announced a
further fall 1o 20% effective from 1 April 2015

The changes had not been substanuively enacted at the balance sheet date and therefore are not included in these financial
statements
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MANSELL CONSTRUCTION SERVICES LIMITED
Notes to the financial statements {continued)

17 Called up share capital

2012 2011
Number £m Number £m
Allotted, called up and fully paid
Ordmary shares of £1 each 10,822,231 10 8 10,822,231 108
18. Reserves
Capital Profit
contributton Specal Other and loss
reserve reserve reserves account
£m £m £m £m
At | January 2012 19 113 06 714
Net actuarial loss on retirement benefit obhigations - - - (125)
Tax on 1tems taken directly to equity - - - 27
Movements relating to share-based payments - - 1) 03
Loss for the financial year - - - (0 6)
At 31 December 2012 19 113 05 613
19 Equity shareholder’s funds
2012 2011
£m £fm
(Loss)/profit on ordinary activitzes after taxation (0 6) 88
Actuanal (losses)/gains on retirement benefit obligations (note 24} (12 5) 71
Tax on items in equity 27 (22)
(10 4) \ 137
Movement relating to share-based payments 02 01
Net (reduction)/increase 1n shareholder’s funds (102) 138
Opening equity shareholder’s funds 960 822
Closing equity sharcholder’s funds 858 960
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MANSELL CONSTRUCTION SERVICES LIMITED

Notes to the financial statements (continued)

20 Commitments under operating leases

21,

22

23

At 31 December the Company was commitied to making the following payments duning the next year in respect of
operating leases

2012 2011

Property  Other Property Other
£m £m £m fm

Operating leases expiring
Within one year 02 01 01 ¢1
Within two to five years 07 - 10 0.1
After five years 0.5 - 05 -
14 01 16 0.2

Contingent habilities and capital commitments

The Company has, in the normal course of business, given guarantees and entered 1nto counter-indemnities in respect of
bonds relating to the Company’s own contracts and in respect of Group undertakings Provision 15 made for the
Directors’ best esumate of known legal claims, investigations and legal actions 1n progress The Company takes legal
advice as to the hkelihood of success of claims and actions and no provision 1s made where the Directors consiuder, based
on that advice, that the action 18 unhkely to succeed or a sufficiently rehable esumate of the potential obligation cannot
be made

Capital expenditure contracted for at 31 December 2012 totalled £ml (2011 £ml)

Related party transactions

As a subsidiary of Balfour Beatty plc, the Company has taken advantage of the exemption in FRS8 "Related Party
Transactions" not to disclose transactions with other wholly owned members of the group headed by Balfour Beatty plc

Parent undertakings

The Company 15 a wholly-owned subsidiary of Mansell plc, incorporated in United Kingdom and registered in England
and Wales, which does not prepare consolidated financial statements

The Company’s ultimate parent undertaking and controlling party 1s Balfour Beatty plc which 1s registered 1n England
and Wales

The only group in which the results of the Company are consolidated 15 that headed by Balfour Beatty plc  The consolhidated

financial statements of Balfour Beatty plc are available to the public and may be obtained from the Company Secretary,
Balfour Beatty plc, 130 Wilten Road, London SW1V 1LQ and on the Balfour Beatty website at www balfourbeatty com
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24,

MANSELL CONSTRUCTION SERVICES LIMITED
Notes to the financial statements (continued)
Pension arrangements

Certain employees of the Company are members of the Balfour Beatty Pension Fund (“BBPF”) which includes defined benefit
and defined contribution sections Defined benefit schemes provide benefits based on employees’ pensionable service and their
pensionable salary Defined contnbution schemes are those where the Company’s obligation 1s limited to the amount that 1t
contributes to the scheme and the scheme members bear the investment and actuarial risks

The defined benefit section 15 closed to new members with the exception of employees transferring under certan agreed
arrangements

During the year ended 31 December 2011 the Balfour Beatty Group { ‘the Group”} made a pension increase exchange (“PIE’)
offer to certain current pensioners, widows and widowers of the BBPF to forego their entitlement to future non-statutory
inflationary increases 1n retuen for a higher pension than their current entitiement, resulting in a £2m reduction n lrabilines and
a consequential past service cost credit for the Company of £2m The offer closed in February 2012 resulting in an additional
£0 2m reduction to the pension hability and a consequential net past service cost credit for the Company of £0 2m n 2012

In the year ended 31 December 2011, the Group reassessed the difference between the RPI and CPI measures of price inflation
from 0 50% to 0 90% This was applied following consideration of research published by the Office for National Statistics
(ONS) and independent advice recerved from the Group's actuaries This change in assumptions gave rise to a £2 6m actuaral
reduction in habilities to the Company which was credited to equity 1n the statement of total recognised gains and losses

In the year ended 31 December 2012, the Group reassessed the difference between the RPI and CPI measures of price inflation
from 0 90% to 0 70% The reduction was applied following further consideration of proposals made by the ONS to change the
method to calculate RPI and independent advice received from the Group’s actuaries This change in assumptions gave rise to
a £1 2m actuanal mcrease in hiabilities to the Company which was charged to equity 1n the statement of total recognised gains
and losses

The invesiment strategy of the BBPF 1s to hold assets of appropnate hiquidity and marketability to generate income and capital
growth to meet, together with any contributiens from the Group, the cost of current and future benefits The BBPF invests
partly in a diversified range of assets incleding equities and hedge funds in anticipation that, over the longer term, they will
grow in value faster than the habiiies The equities are in the form of pooled funds and are a combimnation of UK, other
developed market and emerging market equaties The remamning BBPF assets are principally fixed and index-linked bonds and
swaps wn order to match the duration and inflation exposure of the liabilities and enhance the resilience of the funding level of
the scheme The performance of the assets is measured against market indices

Defined benefit obligations are calculated using the projected unit credit method and discounted to a net present value using
the market yield on high-quality corporate bonds Contrnibutions are determined n accordance with independent actuanal
advice and are based on pension costs across the Parent Company and i1ts subsidiaries as a whole

Allocation of the Balfour Beatty Pension Fund

The policy of the Balfour Beatty Group 1s that assets, liabihties, income and expenditure relating to the defined benefit section
of the BBPF are allocated to each of the participating companies with active members in the scheme n proportion to
pensionable payroll for the year

The disclosures shown below reflect the Company’s proportion of the total BBPF Defined contribution section employer

contributions paid and charged in the profit and loss account have been separately identified and the defined contribution
section assets and habilities have been excluded from the tables below
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MANSELL CONSTRUCTION SERVICES LIMITED
Notes to the financial statements (continued)
24, Pension arrangements {continued)
FRS 17 accounting valuation

The principal actuarial assumptions for the FRS17 accounting valuations of the Balfour Beatty Pension Fund are as

follows

Balfour Beatty Balfour Beatty
Pension Fund Pension Fund
2012 2011
% %
Discount rate on obligations 4 40 4 85
Expected return on plan assets 510 520
Inflation rate - RPI1 2.90 295
Inflation rate - CPI 2.20 205

Future increases in pensionable salary - members with a
protected right to a defined benefit membership 220 445
Future increases i1t pensionable salary — other members 4,40 445
Rate of increase in pensions in payment 2.80 285

The BBPF actuary undertakes regular mortahty investigations based on the expertence exhibited by pensioners of the
BBPF and due to the size of the membership of the BBPF (48,250 members at 31 December 2012) 15 able to make
comparisons of this expertence with the mortality rates set out 1n the various published mortality tables The actuary 15
also able to momitor changes in the exhibited mortality over time This research 1s taken into account n the mortality

assumptions

The mortahty assumptions as at 31 December 2012 have been updated to reflect the experience of Balfour Beatty
pensioners for the period 1 Apnl 1997 to 31 March 2012 The mortality tables adopted for the 2012 and 2011 FRS 17
valuations are the SAPS tables with a multpher of 90% (2011 94%) for males and 103% (2011 103%) for females
and an improvement rate of 1 6% pa from 2004 to 2013 (2011 1 5% pa from 2003 to 2010}, plus future improvements
from 2013 (2011 2010) in hine with the CMI core projection model apphcable to each member‘s year of birth with a
long-term rate of 1 25% pa for males and 1 00% pa for females (2011 1 5% pa for both males and females) The
change 1n assumptions gave nse to a £2 6m actuanal reduction in habilities to the Company which was credited to
equity in the statement of total recognised gains and losses

2012 2011
Average life Average life
expectancy expectancy
at 65 years of age at 65 years of age
Members in receipt of pension

—Male 219 years 22 Q years
—Female 24 4 years 24 6 years

Members not yet 1n receipt of pension (current age 50)
- Male 23.2 years 23 8 years
— Female 25 6 years 26 5 years
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MANSELL CONSTRUCTION SERVICES LIMITED
Notes to the financial statements (continued)

24 Pension arrangements (continued)

The amounts recognised in the profit and loss account are as follows

Pension Pension

Fund Fund

2012 2011

£m fm

Current service cost (4.5) 43
Past service cost cred:t 02 02
Curtaillment gain 07 -
Defined contribution charge (4.5) 47)
Expected return on plan assets 14.0 130
Interest cost (133 (12 9)
Total charged to profit and loss account 74) 87)

Of the charge for the year, £8 1 million (2011 £8 8 mllion) has been included i operating profit and £0 7 mulhion credut
(2011 £0 1 million credit) has been included 1n other financial expenses

The amounts recogmsed n the statement of total recognised gans and losses are as follows

Balfour Balfour
Beatty Beatty
Pension Pension
Fund Fund
) 2012 2011
£m £m
Actuarial losses on pension scheme obligations 277 (24 4)
Actuarial gains on pension scheme assets 152 315
Total actuarial (losses)/gains recognised in the statement of total (12 5) 71
recognised gains and losses
Cumulative losses recogrused in reserves (14 1} (16)
The actual return on plan assets was a gain of £29 2m (2011 £44 5m)
The amounts recognised 1n the balance sheet are as follows
2012 2011
fm £m
Present value of funded cbligations (311.6) (281 1)
Fatr value of plan assets 2953 2702
Scheme defict (16 3) (109)
Related deferred tax asset 3.8 28
Liability 1n the balance sheet (12.5) 8 1)
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: MANSELL CONSTRUCTION SERVICES LIMITED
Notes to the financial statements (continued)
24. Pension arrangements (continued)

The movement in the present value of obhgations is as follows

Balfour Balfour

Beatty Beatty

Pension Pension

Fund Fund

2012 2011

£m fm

At | January (2811 (2517

Service cost 45) (43)
Past service cost credit 02 02
Curtailment gain 07 -

[nterest cost (13 3) (129)

Actuanal losses 27.7) (24 4)

Contributions from members .1 on
Benefits paid 142 121

At 31 December (311.6) {281 1)

Includes an actuanal loss of £1 2m from reassessing the difference between RPI and CPI (2011 actuarial gain of £2 6m)
and an actuarial gain of £2 6m from a change in mortahity assumptions (2011 £nil)

The movement in the fair value of plan assets 1s as follows

Balfour Balfour

Beatty Beatty

Pension Pension

Fund Fund

2012 2011

£m £m

At 1 January 2702 2224
Expected retum on plan assets 140 130
Actuarial gans 15.2 315
Contributions from employer — regular funding 33 39
Contributions from employer — ongoing funding 67 114
Contributions from members 01 01
Benefits paid (14 2) (azn
At 31 December 2953 2702

The fair value and expected rates of return on the assets held by the schemes at 31 December are as follows

Balfour Beatty Pension Fund Balfour Beatty Pension Fund
Expected rate Expected rate

of return Value of return Value
2012 2012 2011 2011
% £m % fm

Return-seeking 8.03 1180 ' 834 952
Liabihty matching bond-type assets 3.35 146 3 369 145 1
Other 2.20 310 255 259
Rate of return/total 5.10 2953 520 2702
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: MANSELL CONSTRUCTION SERVICES LIMITED
Notes to the financial statements (continued)

24 Pension arrangements {(continued)

The expected rates of return on scheme assets were determined as the average of the expected returns on the assets held
by the scheme on 31 December The rates of return for each class were determined as follows

- Return seeking assets and property - the long-term rates of return con these assets are derived from current risk-

free rates of return with the addition of an appropriate future nsk premium from an analysis of historic returns,
current market conditions and forward looking views from market participants

- Bonds - the rate has been set to reflect the yields available on the gilts and corporate bond holdings held at 31
December

- Cash and other net assets - the rate adopted reflects current short-term returns on cash deposits

The assets of the scheme do not include any direct holdings of financial instruments, property occupied by, or other
assets of the Company or Balfour Beatty Group

The estimated amounts of contributions expected to be paid to the principal defined benefit schemes during 2013 are as

follows
Balfour
Beatty
Pension
Fund
2012
£m
Regular funding 30
Deficit funding 80
Total T
Year end historic information for the Company share of the BBPF post-retirement benefit plan 1s as follows
BBPF BBPF BBFF BBPF Mansell
Schemes
2012 2011 2010 2009 2008
£m £m £m £m £fm
Defined benefit obligation at end (3116) (281 1 (2517) (203 4) (187 8)
of year
Fair value of assets at end of year 2953 2702 2224 1672 1703
Deficit at end of year (16 3) (109) (29 3) (36:2) (17 3%)
Experience adjustment for (78) 40) (1599) - 49
habihities
Experience adjustment for assets 152 315 433 (17 0} 354
Funding valuations
The last formal funding valuation 1s as detailed below
Balfour
Beatty
Pension Fund
£m
Last formal funding valuation 31/03/2010
Scheme surplus/(deficit)
Market value of assets 2,070
Present value of scheme liabilihies (2,445)
Deficit in defined benefit scheme 375
Funding level 84.6%

The amount charged to the profit and loss account 1n respect of defined contribution schemes was £4 5m (2011 £4 7m)
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MANSELL CONSTRUCTION SERVICES LIMITED

Notes to the financial statements (continued)

25, Subsequent events

With effect from 1 February 2013, the employees of the Company were transferred to Balfour Beatty Group
Employment Limuted, which has been established as the employing entity for the Balfour Beatty Group’s UK businesses

As part of a business review, two of the Company's smaller regional offices 1n Doncaster and Rochdale have been

identified as no longer being sustainable, and employees have been advised of the Company's proposal to close these
offices The process of closure 15 expected to be completed during the third quarter of 2013
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