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Carillion Services Limited
Annual report and financial statements
Year ended 31 December 2016
Strategic report
' s
The directors present their annual report together with the audited financial statements for the year ended 31 December 2016.

Principal activities

The company’s principal activity is to provide property management and service delivery solutions to customers across a variety of sectors
including health, government, defence and commercial. The company is a management-led business with world class propriety information
systems that add value to our core services, which include facilities management and project management for corporate estates.

S

Business review

The underlying operations of the company have performed satisfactorily despite more competitive market conditions. Revenue reduced during
the year to £173.5 million representing a 5% decrease (2015: £183.6 million) and operating profit reduced to £7.0 million (2015: £19.7
million) as a result of the loss of additional works . The company remains well placed for growth given the size of the markets that it operates
in, the continuing trend to outsource, its ability to provide customers with innovative cost-effective solutions and from a continuing focus on
applying strict contract selectivity and risk management criteria. '

The markets in which the company operates are very competitive but prospects are good. We continue to develop opportunities with Carillion
Pic within the Public Private Partnership markets. We continue to invest in customer services via IT and additional services to create &
competitive advantage.

Key Performance Indicators (“*KPIs")

The directors monitor the performance of the company through the use of Key Performance Indicators which are related to financial
performance, health & safety and client KPls. The company is committed to providing a safe environment for its employees. The company
-monitors performance using the Lost Time Incident Frequency Rate (LTIFR), which is an intemationally recognised measure of safety
performance. The company’s performance against this measure was satisfactory. s

In addition, client KPls are monitored. Each contract monitors a variety of operational perform'ance indicators specific to their client and the
business monitors overall delivery of these KPls .

.

Principal risks ;
The principal risks facing the business and the controls in place to mitigate these are as follows:

- Failure to win and retain contracts on satisfactory terms and conditions in our existing and new target markets and geographies, due to
changes in customer requirements, increase competition or reduction in overall demand due to macro-economic factors

- Managing contracts to ensure that they are delivered on time, to budget and to the required standards
- Ability to attract, develop and retain excellent people to support existing business requirements and our future growth plans
- Maintenance of high standards of ethics and compliance in respect of managing contracts and meeting regulatory requirements

- Information security breach leading to a lack of availability of systems and/or loss of confidential data belonging to the company and its
customers '

- Ineffective management of health and safety issues leads to serious injury to or death of an employee and or damage to client property
- Ineffective management practices leading to human rights violations by the company, its suppliers or partners.

- Pension scheme management - the company has to manage the pension scheme to ensure that scheme liabilities are within a range appropriate
to the capital base. In response, investment policies are reviewed régularly to ensure contributions, together with scheme benefits, remain
appropriate.

- Impacts arising from a potential lack of access to the pool of European labour and financing provided by the Edrope;an investment bank as a
result of the UK leaving the European Union.

There have been no significant events since the balance sheet date which should be considered for a proper understanding

of these statements. :

Approved by the Board on \/L julj 2017 and signed on its behalf by:

Nigel Taylor » ) ‘ ) 84 Salop Street
Director i . : Wolverhampton

N . - WV30SR
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Carillion Services Limited
Annual report and financial statements
Year ended 31 December 2016

Directors' report

Directors

RJ Adam (Resigned 31 December 2016)

RG Lumby

RJ Howson

M Kasher (Resigned 30 June 2016)

C Macpherson (Resigned 14 October 2016)

1C Platt

NP Taylor (Appointed 30 June 2016)

Z1 Khan (Appointed 31 October 2016; resigned 1 December 2016)

Dividends .
No dividends were paid or proposed in the year (2015: £nil).

Political donations
During the year the company made no political donations (20135 £nil).

Employees

The majority of employees are based at site on contracts. Communication and consultation within the working teams takes place, as
appropriate, as part of the normal pattern of everyday operations. Employees receive regular publications, such as “Spectrum”, which provides
information on activities throughout the Carillion Group and is published several times a year. . ;

The establishment and maintenance of safe working practices at all work places are of greatest importance to the company and special training
in health and safety is provided for all employees. The company is an active and enthusiastic supporter of training schemes of all types and is
providing valuable training and experience to a large number of younger people, as well as increasing its own training commitment to full time
employees.

Equal opportunities .

Carillion Services Limited is an equal opportunities employer. It is the policy of the company to give the fullest consideration to the
employment needs of all prospective and existing employees. To that end, no job applicant or employee receives less favourable treatment than
another on grounds of colour, race, nationality, ethnic or national origin, sex, religion or disability where the work content is commensurate
with the individual's particular disability. Special attention is given to interviewing, selection, recruitment and training to ensure that there is
effective implementation of company policy. Promotion is based upon ability, merit and performance taking into account the future needs of
the company. Where necessary, training is carried out to assist employees to develop potential. All aspects of employment are regularly
reviewed by management to ensure this policy is achieved. ’

Disclosure of information to the auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are aware, there'is no relevant audit
information of which the company’s auditor is unaware; and each director has taken all the steps that they ought to have taken as a director to
make themselves aware of any relevant audit information and to establish that the company’s auditor is aware of that information.

Auditor :
. Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and KPMG LLP will therefore continue in
office. ' .

Approved by the Board on \,L Sulﬂ and signed on its behalf by:

Nigel Taylor . . 84 Salop Street
Director ’ : ] o Wolverhampton
WV3 0SR
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g Carillion Services Limited
Annual report and financial statements
Year ended 31 December 2016

Statement of dlrectors’ responsibilities in respect of the strategic.report, directors’ report and the financial statements

The directors are responsible for preparing the strategic report, directors' report and the financial statements in accordance with applicable law

- and regulations. Company law requires the directors to prepare financial statements for each financial year. Under that law they have elected to
prepare the financial statements in accordance with UK Accounting Standards and applicable law, including FRS 101 Reduced Disclosure
Framework. .

Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and fair view of the
state of affairs of the company and of the profit or loss of the company for that period. In preparing these financial statements, the directors are
required to:

" - select suitable accounting policies and then apply them consistently; .

- make judgments and estimates that are reasonable and prudent;

- state whether applicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explained in the financial statements; and

- prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company's transactions and
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 Companies Act 2006. They have general responsibility for taking such steps as are reasonably open to them to safeguard the
assets of the company and to prevent and detect fraud and other irregularities. ’
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KPMG LLP
‘One Snawhill
Snow Hill Queensway
. Birfriingham
. BaBGH.
United Kingdom

Independent auditor's report to the members of Carillion Services Limited

We have audited the financial statements of Carillion Services Limited for the year ended 31 December 2016 set out on
pages 7 to 22. The financial reporting framework that has been applied in their preparation is applicable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice), including FRS 101 Reduced Disclosure
Framework.

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

Respective responsibilities of directors and auditor . -

As explained more fully in the Directors' Responsibilities Statement set out on page 5, the directors are responsible for

the preparation of the financial statements and for being satisfied that they give a true and fair view. Our. responsibility is
_ to audit, and express an opinion on, the financial statements in 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 .
A description of the scope of an audit of financial statements is provided on the Fmanmal Reporting Council’s website at
www.frc.org. uk/audltscopeukpnvate

Opinion 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 2016 and of its loss for the year
then ended;

* have been properly prepared in accordance with UK Generally Accepted Accounting Practice; and

* have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Strategic Report and the Directors’ Report for the financial year is consistent
with the financial statements.

Based solely on the work required to be undertaken in the course of the audit of the f' nancial statements and from reading
the Strategic report and the Directors’ report: :

» we have not identified material misstatements in those reports; and

« in our opinion, those reports have been prepared in accordance with the Companies Act 2006.

Matters on which we are required to report by exception
We have nothing to report in respect of the followmg matters where the Companies Act 2006 requires us to report to you
if, in our opinion:
+ adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or
« the financial statements are not in agreement with the accounting records and returns; or
» 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.

o | il S\Aﬂ 2017
Peter Meehan

(Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
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Carillion Services Limited
' . - Annual report and financial statements
Year ended 31 December 2016

Profit and loss account -
Jor the year ended 31 December 2016
2016 2015

. Note £000 - £000
Turnover . . 1 173,507 183,579
Cost of sales ' : : . - . (132,011) (140,314)
Gross profit . 41,496 43,265
Administrative expenses : . (34,504) (23,558)
Operating profit before exceptionhl operating items: .
Continuing operations ' - 9,352 19,707
Exceptional operating items 2 (2,360) - -
Operating profit ' 6,992 19,707
Interest receivable and similar income 5. : 1,868 547
Interest payable and similar charges 6 . (7,824) (4,578)
Profit on ordinary activities before taxation 2 ) 1,036 15,676
Taxation - BN 7 (3,264) (3,259)
(Loss)/profit for the year ' ’ . ©(2,228) 12,417

All activities relate to continuing operations.

- There is no difference between the result as disclosed in the profit and loss account and the result on an unmodified historical
cost basis in either the current or preceding financial year.. '

The notes on pages 11 to 22 form part of these financial statements.
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Carillion Services Limited

Annual report and financial statements

Year ended 31 December 2016
Statement of comprehensive income
for the year ended 31 December 2016

2016 2015

£000 £000 £000 £000,

(Loss) / profit for the year . (2,228) 12,417

Items that will not be reclassified subsequently to profit or loss:

Remeasurement of net defined benefit pension liabilities . (25,578) 3,815
Deferred tax relating to defined benefit pension liabilities 3,944 . (1,065)
Equity-settled transactions (net of deferred tax) 137 60
(21,497) 2,810

Other comprehensive (expense)/income fdr the year © (21497) 2,810

Total comprehensive (expense)/income for the year (23,725) 15,227
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Carillion Services Limited
Annual report and financial statements
Year ended 31 December 2016

Balance sheet
at 31 December 2016

2016 2015
Note £000 £000 £000 £000
Fixed assets . . . .
Tangible assets- 8 1,437 - 98
Intangible assets . -9 2,927 -
{nvestments 10 23,386 - 23,386
27,750 ° 23,484
Current assets o
Stocks 1l . 5,297 1,588
Debtors 12 160,969 128,441
Cash at bank and in hand 8,473 11,749
174,739 141,778
Creditors: amounts falling due within one year 13 (147,412) (107,809)
Net current assets ' ‘ 27,327 ‘ 33,969
Total assets Iess current liabilities 55,077 57,453
Pension liability 17 (59,153) (37,804)
Net (liabilities)/assets . ) (4,076) ) 19,649
Capital and reserves
Called up share capital : 15 1,000 1,000
Profit and loss account (5,076) 18,649
Equity sharcholders' (deficit)/funds . ’ (4,076) 19,649

These financial statements were approved by the Boarﬂ of Directors on \fL ’SU% /I/D \7 and were

signed on its behalf by:

Nigel Taylor
Director

Company registered number 03011791

s
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Statement of changes in equity
for the year ended 31 December 2016

‘

Balance at 1 January 2015
Profit for the year

Other comprehensive income
Remeasurement of net defined benefit pension
scheme liabilities

Deferred tax on remeasurement of defined
benefit pension scheme liabilities

Equity-settled transactions (net'of deferred tax)
vTotnl comprehensive income

Balance at 31 December 2015
Loss for the year

Other comprehensive income
Remeasurement of net defined benefit pension
scheme liabilities .
Deferred tax on remeasurement of defined
benefit pension scheme liabilities
Equity-settled transactions (net of deferred tax)

Total comprehensive income

Balance at 31 December 2016

N

Carillion Services Limited
Annual report and financial statements
Year ended 31 December 2016

Called up Profit and .
Share capital loss account Total
£000 £000 £000
- 1,000 3,422 4,422 -
- 12,417 12,417
: 3,815 3,815
- (1,065) (1,065)
- 60 60
- 15,227 15,227
1,000 . 18,649 . 19,649
Y
- (2,228) (2,228)
- (25,578) (25,578)
. 3,944 3,944
- 137 137
- (23,725) (23,725)
1,000 (5,076) (4,076)
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Carillion Services Limited
Annual report and financial statements |
Year ended 31 December 2016

Notes
(forming part of the financial statements)

1. Principal accounting policies
The following accounting policies have been applied consistently in dealing with items Wthh are considered material in relation to the company S
financial information.

‘Basis of preparation

Carillion Services Limited (the "Company") is a company incorporated and domiciled in the UK. .
These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure Framework ("FRS 101"). The
amendments to FRS 101 (2014/15 Cycle) issued in July 2015 and effective immediately have been applied.

In preparing these financial statements, the company applies the recognition, measurement and disclosure requirements of International Financial
" Reporting Standards as adopted by the EU ("Adopted IFRSs"), but makes amendments where necessary in order to comply with Companies Act 2006
and has set out below where advantage of the FRS 101 disclosure exemptions has been taken,

The Company's ultimate parent undertaking, Carillion PLC includes the Company in its consolidated financial statements. The consolidated financial
statements of Carillion PLC are prepared in accordance with International Financial Reporting Standards and are available to the public and may be
-obtained from 84 Salop Street, Wolverhampton, WV3 0SR.

In these financial statements, the company has applied the exemptlons under FRS101 in respect of the following disclosures:

- a cash flow statement and related notes;

- comparative period reconciliations for share capital and tangible fixed assets;

- disclosures in respect of transactions with wholly owned subsidiaries;

- disclosures in respect of capital management, )

- the effect of new but not yet effective IFRSs; )

- an additional balance sheet for the beginning of the earliest comparative period following the retrospective change in accounting policy;

- disclosures in respect of compensation of key management personnel; and

- disclosures of transactions with a management entity that provides key management personnel services to the company.

As the consolidated financial statements of Carillion plc include the equivalent disclosures, the company has also taken the exemptions under FRS101
available in respect of the following disclosures:

- certain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by IFRS7 Financial Instrument disclosures;

- [FRS 2 'Share-based payment' in respect of Group settled share-based payments.

The Company proposes to continue to adopt the reduced disclosure framéwork of FRS 101 in its next financial statements.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented' in these financial statements.
No judgements have been made by the directors, in the application of these accounting policies that have significant effect on the ﬁ,nank:ial statements

and there are no estimates with a significant risk of material adjustment in the next year.

The financial statemients are presented in pounds sterling. They are prepared on the historical cost basis except where specified certain assets and
liabilities are stated at their fair value noted below.
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Carillion Services Limited
Annual report and financial statements
Year ended 31 December 2016

Notes (continued)
1. Principal accounting policies (continued)

Going concern
The company’s business activities, together with the factors likely to affect its future development and position, are set out in the Strategic report.

The financial statements have been prepared on the going concern basis, notwithstanding net liabilities of £4.1 million, which the directors believe to be
appropriate for the following reasons. The company is dependent for its working capital on funds provided to it by Carillion plc, the company's ultimate
parent undertaking. Carillion plc has provided the company with an undertaking that for at least 12 months from the date of approval of these financial
statements, it will continue to make available such funds as are needed by the company and in particular will not seek repayment of the amounts
currently made available. This should enable the company to continue in operational existence for the foreseeable future by meeting its liabilities as they
fall due for payment. The directors, having assessed the responses of the directors of the company’s ultimate parent Carillion plc to their enquiries have
no reason to believe that a material uncertainty exists that may cast significant doubt about the ability of the Carillion group to continue as a going
concern or its ability to continue with the current banking arrangements. As with any company placing reliance on other group entities for financial
support, the directors acknowledge that there can be no certainty that this support will continue, although, at the date of approval of these financial
statements, they have no reason to believe that it will not do so.

The company participates in the Carillion plc group’s centralised treasury arrangements and so shares banking arrangements with its parent and fellow
subsidiaries. The directors, having assessed the responses of the directors of the company’s ultimate parent Carillion plc to their enquiries have no
reason to believe that a material uncertainty exists that may cast significant doubt about the ability of the Carillion group to continue as a going concern
or its ability to continue with the current banking arrangements. As with any company placing reliance on other group entities for financial support, the
directors acknowledge that there can be no certainty that this support will continue, although, at the date of approval of these financial statements, they
have no reason to believe that it will not do so. N

Based on this undertaking the directors believe that it remains appropriate to prepare the financial statements on a going concern basis. The financial

Group financial statements

These financial statements are separate financial statements. The company is exempt from the preparatioh of consolidated financial statements, because
it is included in the Group accounts of Carillion Plc. The Group accounts of Carillion Plc are available to the public and can be obtained as set out in
note 19.

Tangible fixed assets

Depreciation is based on historical cost or revaluation, less the estimated residual values and the estimated economic lives of the assets concemed.
Freehold land is not depreciated. Other tangible assets are depreciated in equal annual instaiments over the period of their‘estimated economic lives,

which are principally as follows: ,

Plant, machinery and vehicles " 3-10 years .
Assets held under finance leases are depreciated over the shorter of the term of the lease or the expected useful life of the asset.

Intangible assets
Intangible assets are stated at cost less accumulated amortisation and impairment losses. Amortisation is charged straight-line over three to ten years.

Fixed asset investments

Fixed asset investments are stated at cost less provisions for any impairment in the carrying value of the investment.
Stocks

Stocks and work in progress are valued at the lower, of cost and net realisable value.

Long-term contracts .

When the outcome of a long-term contract can be assessed with reasonable certainty, contract tumover and costs are recognised by reference to the
degree of completion of each contract, as measured by the proportion of total costs at the balance sheet date to the estimated total cost of the contract.
Insurance claims, incentive payments, and variations arising from long-term contracts are included in revenue where it is probable that they will be
recovered and are capable of being reliably measured.

When it is probable that total contract costs will exceed total contract turnover the expected loss is recognised immediately. Contract costs are
recognised as expenses in the period in which they are incurred.

Where costs incurred plus recognised profits less recognised losses exceed progress billings, the balance is shown as amounts recoverable on contracts
within debtors. Where progress billings exceed costs incurred plus recognised profits less recognised losses, the balance is shown as payments received
on account within creditors.
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Carillion Services Limited
. Annual report and financial statements
' Year ended 31 December 2016

Notes (continued)

1. Principal accounting policies (continued)

Pre-contract costs .

Pre-contract costs are expensed as incurred until the company is appointed preferred bidder. Provided the contract is expected to generate sufﬁcwnt net
cash inflows to enable recovery and the award of the contract is virtually certain, pre-contract ¢osts incurred post the appointment as preferred bidder
are included in contract debtors. Where pre-contract bid costs are reimbursed at financial close, the proceeds are initially applied against the asset
included in contract debtors. Any excess recoveries of costs are carried forward as deferred income and released to profit and loss over the life of the
contract. Only virtually certain, pre-contract costs incurred post the appointment as preferred bidder are included in contract debtors.

Turnover

Turnover represents the net amount receivable, excluding value added tax, for goods and services supplied to all customers including fellow subsidiary
undertakings. In respect of long term contractmg activities, turnover reflects the value of work executed during the year It also includes the company’s
proportion of work carried out by joint arrangements during the year.

All tumover and profits relate to support services provided in the United Kingdom

Leased assets
Payments (excluding costs for services and insurance) made under operating leases are recognised in the profit and loss account on a straight-line basis
over the term of the lease. Any lease incentives received are recognised in the profit and loss account as an integral part of the total lease expense.

Share-based payments

Members of the company's senior management team are entitled to participate in the Leadership Equity Award Plan (LEAP) and Sharesave schemes.
The fair value of the LEAP and Sharesave schemes at the date of grant are estimated using the Black-Scholes pricing model. For all schemes the fair
value determined at grant date is expensed on a stralc'ht-lme basis over the vesting period, based on an estimate of the number of shares that w1|l
eventually vest. . -

Taxation : : .

Income tax comprises current and deferred tax. Tax is recognised in the profit and loss account except to the extent that it relates to items recognised
directly in equity or other comprehensive income, in which case it is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the balance sheet date, and
any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. The amount of deferred tax provided is based on the expected
manner of realisation or settlement of the carrying amount of the assets and liabilities, usmg tax rates enacted or substantively enacted at the balance
sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the asset can be utilised.
Deferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

Pensions :

For defined contribution pension schemes, amounts payable are charged to the profit and loss account as incurred.

For defined benefit pension scheme, the cost of providing benefits is calculated annually by independent actuaries using the projected unit credit -
method. The charge to the income statement reflects the current service cost of such obligations, and where applicable, past service costs, and is
included within administrative expenses. ~ :

The net interest expense in the income statement is calculated by applying a discount rate to the net defined benefit obligation. Certain costs associated
with the administration of the pension schemes are included within administrative expenses.

The retirement benefit obligation recognised in the balance sheet represents the excess of the present value of scheme liabilities over the fair value of
scheme assets. When the calculation results in an asset to the company, the amount recognised is limited where the company does not have an
unconditional right to the refund of any surplus which may exist.
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Carillion Services Limited
Annual report and financial statements
Year ended 31 December 2016
Notes (continued)
2. Profit on ordinary activities before taxation

2016 2015

Profit on ordinary activities is stated after charging: ' £000 £000

Depreciation of tangible and intangible fixed assets: . - : ' 7 121
Operating lease rentals:

-Plant and machinery | 503 58

Auditor's remuneration - audit of the financial statements ’ ’ 34 34

The operating lease disclosure includes both long term commitments (see note 16) and short term plant and machinery rentals

Fees paid to the company’s auditor, KPMG LLP and its associates, for services other than the statutory audit of the company are not disclosed in
these financial statements since the consolidated financial statements of the company’s ultimate parent, Carillion plc, are required to disclose non-
audit fees on a consolidated basis. Included within operating profit are exceptional items of £2,360,000 relating to restructuring costs.

3. Staff numbers and costs

The average number of persons employed by the company during the year, analysed by category, was as follows:

Number of employees

2016 2015
Contract based . : 4373 4,733
Administration ' _ 78 85
4,451 4,818

The aggi'egate payroll costs of these bersons including those subcontracted during the year were as follows:
2016 2015
£000 £000
Wages and salaries . ‘ - 89,337 92,199
Social security costs 8,949 8,327
Other pension costs . ] . . 7,247 6,846
Equity-settled transactions ; . 137 ’ 63
105,670 107,435

4. Directors' remuneration

; : 2016 2015
£000 £000
Emoluments . ' 642 624
Pension contributions to money purchase schemes . ) 194 198
836 822

Certain directors are paid by other companies in the Carillion group and the above represents the proportion of their salary directly allocated to.
Carillion Services Limited for services provided in the period. The aggregate allocated proportion of emoluments and amounts receivable under
long term incentive schemes of the highest paid director was £218,100 (2015 £214,600). At 31 December 2016, pension contributions allocated
to Carillion Services Limited for the highest paid director were £79,100 (2015: £79,300).

During the year, the following number of directors:
Number of directors

2016 2015

Accrued benefits under money purchase schemes 8 6

Details in respect of entitlements to receive shares in Carillion plc under long term incentive schemes are given in the consolidated financial
statements of Carillion plc. : .

5. Interest receivable and similar income .
2016 2015

£000 £000
Interest receivable from group undertakings ' 1,868 547
1,868 547
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Carillion Services Limited

a ' Annual report and financial statements

Notes (continued)

6. Interest payable and similar charges

Year ended 31 December 2016

2016 2015

£000 £000
Interest payable to group undertakings ' 5,157 1,724
Other financial expenses 1,288 1,288
Interest cost on retirement plan obligations 1,379 1,566

7,824 4,578
7. Tax on profit on ordinary activities
(a) Analysis of taxation charge in the year

2016 2015

£000 > £000
UK corporation tax ..
Current tax . ' . 1,838 3,270
Adjustment in respect of prior periods 534 (978)
Total current taxation ' 2,372 2,292
Deferred taxation .
Accelerated capital allowances ’ : 43 43
Origination and reversal of timing differences 791 867
Adjustment in respect of prior periods 58 23
Adjustment in-respect of change in rate : - 34
Total deferred taxation - . 892 967
Total taxation on profit on ordinary activities 3,264 3,259

(b) Factors affecting the total tax charge for the year

The total tax charge for the year is higher (2015: higher) than the standard rate of 20% (2015: 20.25%). The difference is

explained below:

2016 2015
£000 £000
Total tax reconciliation
Profit on ordinary activities before taxation 1,036 15,676
Tax on profit on ordinary activities at 20% (2015: 20.25%) ' o207 3,174
Effects of: )
Permanent differences : 2,465 ' 1,006
Adjustment in respect of previous periods 592 (955)
Adjustment in respect of change in rate ‘ - 34
Total tax charge for the year : 3,264 3,259

<

(c) Factqrs that may affect future tax charges

The UK corporation tax rate reduced from 21% to 20% with effect from 1 April 2015. Further reductions to 19%
(effective from 1 April 2017) and 17% (effective from 1 April 2020) were substantively enacted on 26 October 2015 and

6 September 2016 respectively. This will reduce the company's future tax charge accordingly.

The deferred tax asset at 31 Decémber 2016 has been calculated based on these rates.
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Carillion Services Limited
Annual report and financiat statements
Year ended 31 December 2016

. Notes (continued)
8. Tangible fixed assets

R Plant, machinery,
vehicles and computer

.equipment
£000
Cosf .
At beginning of year : 2,821
Additions 1,412
Disposals ) . " (73)
At end of year 4,160
Depreciation .
At beginning of year ' 2,723°
+Charge for the year 73
Eliminated in respect of disposals ) (73)
At end of year ) - . © 2,723
" Net book value ‘

At 31 December 2016 : 1,437
At 1 January 2016 . 98

9. Intangible fixed assets

Software and licencing

£'000
Cost .
At beginning of year -
Additions L. . 2,932
At end of year ‘ . 2,932
Depreciation
At beginning of year
Charge for the year . ' 5
At end of year oo 5
Net book value
At 31 December 2016 N 2,927
At 1 January 2016 ‘ . ‘ . -
10. Investments N
Investments in subsidiary undertakings . Shares in subsidiary
undertakings
£000
Cost and net book value

..\At 31 December 2016 and 2015 23,386

All undertakings are incorporated in the UK with head office at 84 Salop Street, Wolverhampton, WV03 OSR, United
Kingdom, unless otherwise indicated and operate mainly in the country of incorporation. The:company's interest is in equity
share capital and is stated as at 31 December 2016. The subsidiaries are as follows;

Subsidiary undertaking . Principal activity Interest %
Carillion Integrated Services Limited Facilities management and support 100
services
Carillion Specialist Services Limited Architectural and engineering activities 100
- and related technical consultancy
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Notes (continued)

_ Carillion Services Limited
Annual report and financial statements
Year ended 31 December 2016

11..Stocks , 2016 ’ 2015
- £000 ! £000
Raw materials and consumables 5,297 1,588
5,297 1,588
12. Debtors
‘ 2016 2015
£000 - £000
Trade debtors : 21,470 15,285
Contract debtors 29,566 17,418
Amounts owed by group undertakings ' , 65,434 70,162 BN
Amounts owed by joint ventures T 13,208 6,277
Other debtors 7,306 951
Prepayments 13,407 10,822
Deferred tax asset (note 14) b " 10,578 7,526
160,969 128,441

Amounts owed by group undertakings attract interest at a rate which reflects the cost of borrowing to the group.

.
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Annual report and financial statements
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Notes (continued)

13. Creditors: amounts falling due within one year

2016 2015
£000 £000
‘Trade creditors 8,744 9,882
Amounts owed to group undertakings 133,196 83,373
Corporation tax 1,573 3,290
Other tax and social securlty costs . 2,759 5,665
Other creditors - 2,305
Accruals and deferred income 1,140 3,294
147,412 107,809
Amounts owed to group undertakings bear interest at a rate which reflects the cost of borrowing to the group.
K
14. Deferred tax asset
Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to temporary differences relating to the following;:
- Assets Liabilities Net
2016 2015 2016 2015 2016 2015
£000 £000 £000 £000 £000 £000
Property, plant and equipment 228 274 - - 228 274
Employee benefits 10,322 7,237 ) - - 10,322 7,237
Equity-settled transactions 28 15 - - 28 15
Total tax assets 10,578 7,526 - - 10,578 7,526
Unrecognised deferred tax assets
There is no unrecognised deferred tax as at 31 December 2016 (2015: none).
Movements in temporary differences during the year are as follows:
Balance Balance
1 January Recognised Recognised 31 December
2016 in income in equity 2016
. £000 £000 £000 £000
Property, plant and equipment 274 (46) - 228
Employee benefits 7,237 (859) 3,944 10,322
Equity-settled transactions - 15 13 - 28
’ 7,526 (892) 3,944 10,578
J ‘ Balance Balance
1 January  Recognised  Recognised 3! December
2015 in income in equity 2015
£000 £000 £000 £000
" Property, plant and equipment 352 (78) - 274
Employee benefits 9,203 901) (1,065) 7,237
Equity-settled transactions 6 12 3) 15
9,561 (967) (1,068) 7,526
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Notes (contfnued)

15. Called up share capital 2016 . 2015
: £000 £000

Authorised, allotted, called up and fully paid:
1,000,000 ordinary shares of £1 each ) 1,000 1,000
1,000 1,000

16. Commitments under operating leases
Payments under non-cancellable operating leases are as follows: .

. 2016 2015

Plant and Plant and

machinery machinery

. ’ £000 © £000
Operating leases which expire: .

Within one year . , ' 214 58

In the second to fifth year inclusive 7 - 102

221 160

17. Pe;sions
The pension schemes to which the company contributes are of both defined benefit and defined contribution types.

Employees of the company participate in the Carillion Staff Scheme (Staff) and the Carillion "B" Scheme ("B"), which are
defined benefit plans. The principal employer of these schemes is'a fellow subsidiary of the Carillion plc Group, with
contributions, paid to these schemes accounted for in these financial statements on a defined contribution basis.

The company is a member of two other defined contribution schemes. tISuring the year, payments of £2,343,000 (2015:
£2,603,000) were made to defined contribution schemes. Contributions outstanding at 31 December 2016 were £nil (2015: £nil).

Carillion Public Sector Scheme :

The company's employees are members of the Carillion Public Sector Scheme, providing benefits based on final pensionable pay.
The company is considered to be the principal employer of the Carillion Public Sector Scheme and therefore this has been '
accounted for as a defined benefit pension plan.

An actuarial valuation of the Carillion Public Sector Scheme was undertaken by the Trustees’ independent actuaries as at 31
December 2013 using the projected unit credit method. The market value of the-schemes’ assets at that date was £169.1 million,
which represented approximately 86 per cent of the benefits that had accrued to members at that date on an ongoing basis, after
_allowing for future increases in salaries. The next actuarial valuation of the scheme by the Trustees’ independent actuaries as at
31 December 2016 is currently being undertaken.
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Notes (continued)

17. Pensions (continuéa)

* Electricity Supply Pension Scheme ‘

Following the completion of a flexible apportionment arrangement in 2014 with the previous employers, who are all
fellow subsidiaries of Carillion plc, the company became the sole employer of the Carillion Group section of the
Electricity Supply Pension Scheme (ESPS). The ESPS is a defined benefit pension scheme, the assets of which are held
in scparéte trustee administered funds. .

An actuarial valuation of the scheme was undertaken by the Trustees’ independent actuaries as at 31 March 2016 using
the projected unit credit method. The market value of the plan assets at that date were £95.4 million, which represented
approximately 78 per cent of the benefits that had accrued to members at that date. The next actuarial valuation of the
scheme by the Trustees’ independent actuaries is due as at 31 March 2019. :

During 2016, the company made payments totalling £8,488,(500 to its defined benefit schemes and in 2017 expects to
make payments of approximately £8,500,000.

The assumptions relating to longevity underlying the pension liabilities at the balance sheet date are based on sheet date
are based on standard actuarial mortality tables and include an allowance for future improvements in longevity. The
weighted average of the principal assumptions used by the independent qualified actuaries in providing the IAS19
position were:

, 2016 2015
Rate of increase in salaries 3.20% 3.55%
Rate of increase in pensions : 3.10% 3.00%
Inflation rate - Retail Price Index 3.20% 3.05%
_Inflation rate - Consumer Price Index 2.15% 2.00%
Discount rate 2.70% ' 3.95%

The avérage life expectancies at 65 for males ages 45-65 for all schemes are shown below:

Life expectancies (years)"

Public
. . Sector ESPS

Retired member (currently 65 years) 229 ' 22.0
Non-retired member (currently 45 years) : 24.4 23.4
The fair value of the plan assets.and the return on those assets were as follows:

Public

Sector ESPS - Total

+£000 £000 £000
Equities ’ 135,093 41,144 176,237
Government Debt ’ 58,927 57,048 115,975
Bonds 20,825 7,981 28,806
Other . 944 10,262 11,206

215,789 116,435 332,224
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Notes (continued)

17. Pensions (continued)

Present value of funded defined benefit obligations
Fair value of plan assets

Deficit .
Effect of minimum funding requirement

Related deferred tax asset
Net liability

,Movements in present value of defined benefit obligation

At beginning of year
Current service cost
Interest cost

Actuarial (losses)/gains
Benefits paid )
Contributions by members

At end of year

Movements in fair value of plans assets

At beginning of year

Expected return on plan assets

" Actuarial gains/(losses)

Contributions by employer

Contributions by members

Benefits paid

Administrative expenses paid from plan assets

At end of year

The actual return on plan assets was £56,307,000 (2015: £4,010,000)

Expenses recognised in the profit and loss account

Current service cost .

Administrative expenses paid from plan assets
Interest on defined benefit pension plan obligation
Inferest on minimum funding requirement

Expected return on defined benefit pension plan assets

Total

Expenses recognised in the statement of comprehensive income

Return on scheme assets (excluding amounts included in net
financial expense)

Changes in assumptions relating to scheme liabilities
Changes relating to the minimum funding requirement

Total

2016
£000
(375,458)

332,224

(43,234)

(15,919)

(59,153)
10,322

(48,831)

2016
£000
(299,353)
(2,139)
(11,675)
(71,820)
9,806
@77

(375,458)

2016
£000
277,699
10,934
45,373
8,488

277

(9,806)
(741)

' 332,224

2016
£000
(2,139)
(741)
(11,675)
(638)
10,934

(4,259)

2016
£000

45,373
(71,820)
869

(25,578)

‘Carillion Services Limited
Annual report and financial statements
Year ended 31 December 2016

2015

£000

(299,353)
277,699

(21,654)
(16,150)
(37,804)
7,237

(30,567)

2015
£000
(305,674)
(4,243)
(11,224)
14,321
7,789
(322)

(299,353)

2015
£000
270,952
10,076
(6,066)
10,757
322 c
(7,789)
_(553)

277,699

2015
£000
(4,243)
(553)
(11,224)
(418)
10,076

(6,362)

~

2015
£000

(6,066)
14,321
(4,440) -

3,815

The total amount recognised in the statement of comprehensive income in respect of actuarial gains and losses is a

£25,578,000 loss (2015: £3,815,000 gain)
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Notes (continued)

18. Related party transactions

As a wholly owned subsidiary of Carillion plc the company has taken advantage of the exemption under Financial Reporting Standard
101.8(k) not to provide information on related party transactions with other undertakings within the Carillion plc group. Note 19 gives details
of how to obtain a copy of the published financial statements of Carillion plc.

Sales between the company and joint ventures within the Carillion plc group amount to:

2016 2015

Turnover Debtors Turnover . Debtors

£000 £000 £000 - £000

CarillionAmey Limited 1,304 11,664 5,545 4,764

Carillion-Breathe Limited - 8 - - -

inspiredspaces Nottingham Limited ) 480 . 100 629 84

inspiredspaces STaG Limited ' 1,769 176 1,754 189
inspiredspaces Rochdale Limited . 2,025 379 1,878 ’ 259 -

inspiredspaces Tameside Limited 5117 881 6,146 981

10,695 13,208 15,952 ‘ 6,277

19. Controlling and parent companies "

The company’s controlling company is Carillion plc, its ultimate parent company, which is incorporated in Great Britain and registered in
England and Wales.

Copies of the group financial statements of Carillion plc are available from 84 Salop Street, Wolverhampton, WV3 OSR.
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