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. Carillian LGS Limited
Annval report and financiol stalements
Year ended 31 Deeember 2036

Strategic Report

The directors present their annual report together with the audited financial stalements for the year ended 3{ December 2016.

Princlpal activitlcs :
Carillion LGS Limited is principally engaged in the business of roads ond groind maintenance. The majority of work is carried out for the
Highways Agency and Local Authoritics. 0 :

N

Bosiness review .
As shown in the company’s profit and loss account on page 7, turnover has {ncreased to £16,466,000 (2015: £15,507,000) in 2016 duc to
Increased project works The profit on ordinary activitics before taxation was £978,000 (2015 £1,587,000)

The directors monitor the perfonmance of the company through the use nf Key Performance Indicators which ane related (o Financial
Performance, Health & Safety and Client KPI's. ‘The company is committed to providing n safc environment for its employees. The company
monitors performance using the Lost Time Incident Frequency Rate (LTSFR), which is an intemationally recognised mensure of safety
peric ¢. The company’s perfor against this measure was satisfactory.

-

There have been no significant events since the balance sheet date which should be considend for a proper.understanding of these financial
stalcments,

Principal risks
‘The principal risks facing the business, and the conteols in place to mitigate these, are as follows:
N

» Sceuring new coniracts in n competitive market place . :
* Alteacling and cetaining skilled people for delivery and work winning — in order to atiract, develop and retain excellent people, ond become
an employer of choice, Casillion ple has a wide moge of policies and programmes in place,

* Health ond Safety performance — the company has a clear aim to reduce accidents to zero by taking o zero tolerance npproach to Health and
Safety risks at work. Ench contract has its own Target Zero Improveinent Plan. All emplayets have at teast anc Health and Safety objective
and all manogets and supervisors are required to undertoke periodic Safety Tours In addition, Safety Action Groups (SAG's) meet on o
regular basis at both contract and company level to identify and resolve Health and Safety related issues.

» The impoct of reduced UK Goveement's Public sector spending. The market for roads and-ground maintenance however remains sirong and
the business is focused on both securing new contmcts and retaining ongoing business.

Approved by the Baardon 377 Oclober 20177 and signed an its behalf by:
LJ wTits v . B4 Salop Street
Director Wolverhampton

- WV3 0SR
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Directors' Report

Directors
‘The directors serving during the year and subsequently wee:

RS Adam (Resigned 31 October 2016)

Z Khan (Appointed 31 October 2016, Resigned 11 Scptember 2017)
JC Plait {Resigned 8 March 2017) .
LJ Mills (Appointed 19 October 2017)

RJ Howson

C Macpherson {Resigned 14 October 2016)

E Mercer (Appointed 19 October 2017)

A Hayward (Resligned 6 January 2017)

_Dividends

During the year there was no dividend paid (2015: £7. 000 ,000).

Political donatlons
During the year there were no political donations made (2015 £nil).

Employces

The majority of employees arc based at site on contracts, Communication and consultation within the working teams lnk«.s place, as
appropriate, as part of the normal pattern of cveryday operations Employees receive regular publications, such as “Spectrum™, which
provides infonnation an activities throughout the Carillion Group and is published severa! times a year.

The establishment and mainteaance of safc working practices at ofl watk places ore of greatest imporiance (o the company and special
trining in health and safely is provided for all employves. The company is an active and enthusiastic supporter of trining schemes of all
types and Is providing voluable wraining nnd experience 10 n large number of younger people, ss well as increasing its own trining
commitment to full time employees.

Equal oppurumlllu

The company is an equal opportunities employer, It is the policy of the company to give the fullest considerntion to the employment needs of
all prospective and existing employecs. Carillion continually strives to climinate oll bias and unlawful discrimination in relation to job
applicants, employees, business pariners and members of the public. Full consideration is given 1o suilable npplications for employment fromn
disnbled persons where they have the necessary abilitics and skills for the position and whercver possible to re-tmin emnployees who become
disabled, so that they can continue in their employment in another position. .

Special ntiention is given to inlerviewing, selection, recruitment and training to ensure that there is effective impiementation 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 oul lo assist cmployees 1o devulop their full potential. All aspects of vinploymetit are regulacly n:vnewcd by management to
cnsure this policy is achieved.

Disclosure of information to the auditor

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

Auditor
Pursuant to Section 487 of the Campanics Act 2006, the auditor will be deemed to be reappointed and KPMG LLP will therefore continuc in
office,

Approved by the Board on Q‘T O Qj"o’oef aO ) —I and signed on its behalf by:

L ' 84 Salop Strect

Director ) Walvethampton
' WV3 OSR




Carillion LGS Limited
. Annual report and financial statements
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Statement of directors’ responsibilities in respect of the Strategic Report, Directors’ Report and the financial
statements

The dircctors are responsible for preparing the Strategic report, Directors’ neport 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 nccordance with UK Accounting Standards and applicable law (UK
Generally Accepted Accounting Practice), 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 afTairs of the company and of the profit or loss of the company for that period. In preparing these financial statements,
the dircctors are required to: '

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- state whether applicable UK Accounting Standards have been foflowed, subject to any material depantures
disclosed and explained in the financial statements; and -

- prepare the financial statements on the going concem 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 gencral responsibility for taking such steps as arc reasonably
open to them to safeguard the assets of the company and to prevent and detect fraud and other imegularities.

L rRm T e LRSI L LTRanE R



KPMG.LLP
Ono Snowvhill
Snaw Hil Queensway

Uniliot Kingdom -

Independent nqditp}"s report to the members oanri!lion LGS Limited

We have audited the financial statements of Carillion LGS Limited for the year €nded 31 Decéinber 2016 set out on pages
7 to 16.-The financial reporting framework that has been applied in their preparatlon is applicable law and UK
Accounting Standards (UK Generally Accepted Accounting Practice), including FRS 101 Reduced Disclosure
Framework.

This repart is made solely to the company's inembers, as a body, in accordance with Chapter 3 of Part 16 of the
Compames Act.2006. Our audit work has been undertaken so that we might statc to the company's members those
matters we are required to.state to theni 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 imore fully in the Directors’ Responsibilities Statement set qut 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 Intemational Standards
on Auditing (UK and Ireland). Those standards require us to comply with'the Auditing’ Pracuces Board's (APB's) Ethical
Standards for Auditors,

Scope of the audit of the f'nancml/smtements
A description of the scope of an audit of financial statements is provided on the Financial Reportmg Counctl s website-at
www.fre.org. uk/audltscopeukpnvate

;Opi'nioh 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 profit 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 bie indertaken in the course of the audit of the financial statements and from reading
the Strategic. report and the Directors’ report:

*« we have ot identified material misstatements in those reports; and )
« i 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 following 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
+ thé finéncial statements are not in agreement with the.accounting records and returns; or.
« certain disclosures of directors' remuneration s‘pccificd by law are not made; or
« we have not received all the information and explanations we require for our audit.

Peter Meehan ) lq O (/\WO‘O().Y 2.0 \:}—
(Senior Statutory Auditor) -

for and on behalf of KPMG LLP, Statutory Auditor h

‘Chartered Accountants
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Profit and loss account
Jor the year ended 31 December 2016

2016 2015

Note £000 -£000

Turnover - 16,466 15,507
Cost of sales (15,185) (13,758)
Grass profit . 1,281 1,749
Administrative expenses ’ (3949) (452)
Operating profit 887 1,297
Interest receivable and similar income 5 1,940 2,063
Interest payable and similar charges 6 (1,849) (1,773)
Profit on ordinary activities before taxation 2 978 1,587
Taxation on ordinary activities 7 106 (187)
Profit for the financial year 1,084 1,400

All activities relate to continuing operations.

There is no difference between the results 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.

There were no recognised gains or losses in either the current or preceding financial year other than the profit or loss
for those years.

The notes on pages 10 to 16 form parnt of the financial statements.
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Balance sheet
at 31 December 2016

Fixed assets )
Tangible assels

Current nsscis

Stacks

Debtors . ’ '
Cash at bank and in hand

Creditors: amounts falting duc within one year

Net current assets

Net asscts

Copltl and rescrves
Called up share capital
Profit ond loss account

"Equity sharchalder's funds

These financial statements were approved by the Board of Directors on
signed on its behalf by : .

e

LI Mills
Director

Company registered nunber 3198709

Notc

1o
1"

4

Carillion LGS Limited

_Annual report and financial statewnents

2016

£000 £000
394
60,577
L7
62,088
(58,776)

3312

3312

2,000

1,312

3312

Year etided 3| December 2016

2015
£E000  £000
74
. 59,951
2,144
- 62,095
(59.941)
2,154

2,000
228

2,228

* 1 Octber . 2017 nﬁdwa_v




Statement of changes in equity
Jor the year ended 31 December 2016

Balance at 1 January 2015

Profit for the year
Dividends paid

Balance at 31 December 2015
Profit for the year

Balance at 31 December 2016

Carillion LGS Limited .

Annual report and financial statements
Year ended 31 December 2016

Called up Profit and
sharc capital  loss account Total
£000 £000 £000
2,000 5,828 7,828
- 1,400 1,400
(7,000) (7.000)
2,000 228 2,228
- 1,084 1,084
2,000 1,312 3,312
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Carlllion LGS Limited
Notes
(forming part of the financial statements)

L. Principal accounting policies
The following accounting policies have been applied consistently in dealing with items which are considered material in relation to the company’s financial
information.

Basis of preparation
Carillion LGS Limited (the “Company”) is a company incorporated and domiciled in the UK.

These financial stalements were prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure Framework (“FRS 101"). The amendments
10 FRS 101 (2014/15 Cycle) issued in July 2015 and effective immediately have been applied.

In preparing these financial statements, the company applics the recognition, measurement and disclosure requirements of Internationsl Financisl Reporting
Standards as sdopted by the EU ("Adopted IFRSs"), but makes amendments where necessary in order to comply with Companies Act 2006 and hns sct owt
below where advantage of the FRS 101 disclosure exemptions has been taken.

The Company’s ultimate parent undcnni:ing. Carillion PLC includes the Comp:mby in its consolidated financial statements. The consolidated financinl statements
of Carillion PLC are prepared in accordance with Internation Financial Reporting Standards and are available to the public and may be obtained from 84 Salop
Street, \Volv:rhmn}plon, WV3 0SR.

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

- a cash flow statement and related notes;

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

- disclosures in respect of transactions with wholly owned subsidiaries;

- disclosures in respect of capital management;

- the cffect 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 10 the company.

As the consolidated financial statements of Carillion plc include the equivalent disclosures, the company has also taken the exempiions under FRS10( available
in respect of the following disclosures:
- certain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by IFRS7 Financial [nstrument disclosures.

The Company proposcs to continue to adopt the reduced disclosure framework of FRS 101 in its next financial staiements.
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 cffect on the financial statements and there
are no estimates with a significant risk of moterial adjustment in the next year,

Golng concern
The company’s business activitics, together with the factors likely to afTect its future development and position, are set out in the Business Review section of the
Strategic Report,

‘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 enquirics have no reason to
believe that o materinl uncertainty exists that may cast significant doubt about the ability of the Carillion group to cantinue 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.

Based on this undertaking the directors believe that it remains appropriate to prepare the financial statements on a going concern bas:s The financial statements
do not include any adjustments that would result in the basis of preparation being inappropriate.

Tangible fixed assets

Depreciation is based on historical cost or revaluotion, less the estimated residual valucs, and the estimated economic lives of the asscts concemned, Frechold
land is not depreciated. Other tangible asscts are depreciated in equal annual instalments over the period of their estimated economic lives, which are principally
as follows:

Plant, machinery, vehicles and computer cquipment 3-10 years

Stocks
Stocks and work in progress are vn]ucd at the lower of cost and net realisable value.

10
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Notes (continiied)

Turnover

Tumover represents the net amount receivable, excluding value added tax, for goods and services supplied to all customers including fellow subsidiary
undertakings. n respect of long term contracting activities, tumover is recognised by reference to services performed to date as a percentage of total services to
be performed, It also includes the company's proportion of wock carried out by joint arrangements during the year. -~

Leased assets
Rental charges under operating leases are charged to the profit and loss account on a straight line basis over the life of cach lease.

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 1ax 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 ycars,

Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the carrying amounts of assets and liabilities for
financial reponting purposes and the amounts used for taxation purposes. The smount of deferred tax provided is based on the expected manner of realisation or
settlement of the caerying amount of the assets and liabilities, using tax rtes 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 assel can be utilised.
Deferred tax asscts are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

l‘cnilom

Pension costs are recognised in the financial statements in accordance with the requircments of IAS19 “Employee benefits™. Carillion plc, the company's
-ultimate parent undertaking, administers and takes advice on the group's pension schemes. Regular pension costs in respect of the group's defined benefit
pension schemes are established in accordance with the recommendations of independent actuaries and are charged (o the profit and loss account based on the
current service cost to the group, -

In respect of the schemes where the assets and lisbilities relating to the company cannot be readily ascertained on a reasonable and consistent basis as the
schemes are for the benefit of the Carillion Group as a whole, consequently, the company accounts for the scheme as if they were defined contribution schemes.
Contributions in respect of defined contribution schemes are charged to the profit and loss account as incurred.

Long-tcrm contracts

The principal estimation technique used by the Group in attributing profit on long-term contracis to a particular period is the preparation of forecasts ona
contract by contruct basis. These focus on revenucs and costs to compleie and enable an assessment to be made of the final out-turn of each contract. Consistent
contract review procedures arc in place in respect of contract forecasting, E .

When it is probable that total contract costs will exceed total contract tummover 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 cantracts 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. :

1



Notes (continucd)
2. Profit on ordinary activitics beforc taxation
Profit on ordinary activities before toxation is stated after charging/(crediting)

Depreciation of tangible fixed asscts:
-Owned
Operating lcase rentals:
-Land and buildings
Profit on disposal of fixed assets
Auditor’s remuneration - audit of these financial statements

Carillion LGS Limited

Annual report and financial statements

Year ended 31 Deceinber 2016

2016
£000

2015
£000

15
(39)
9

Fees paid to the company's auditor, KPMG LLP and its associales, for services other than the statutory audit of the company ore not disclosed in these

financial statements since the cansalidated financial statements of the company’s parent, Carillion ple, are required to disclose non-audit fees on a

consolidated basis.
3. Staff numbers ond costs
The average number of persans employed by the company during the year was 56 (2015: 56).

7

The aggregate payroll costs of these persons were as follows:

Wages and salaries
Social security costs
Other pension costs

4. Directors' remuneration

The directors performed no material qualifying services for the company in respect oﬁﬁc current period and therefore received no emoluments,

5. Interest reccivable and similar income

Interest receivable from group undertakings
Bank interest receivable

2016 2015
£000 £000
3,063 2,713
n 281
247 187
3,591 3,181
2016 2015
£000 £000
1,940 2,056
- 7
1,940 2,063

12
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Notes (continued)

6. Intcrest payable and simitar charges

2016 2015
£000 £000
Interest payable to group undertakings 1,849 1,773
1,849 1,773
7. Taxation on ordinary activities
(@) Analysis of taxation (credit)/charge in the year 2016 2015
£000 £000
UK corporation tax
Current tax : 187 307
Adjustment in respect of prior pertods (307) (152)
Total currcnt taxation (120) I55
Deferred taxation
Accelerated capital allowances H 35
Adjustment in respect of prior periods . ) 3)
Toltal deferred taxation . 14 32
Total taxation on profit on ordinary activitics (106) 187

(b) Recoaciliation of total tax (creditycharge
. The tax (credit)’charge for the year is higher (2015; lower) than the standard rate of 20% (2015: 20.25%). The difference is
explained below:

2016 2015
£000 £000
Tatal tax reconciliation
Profit on ordinary activities before taxation 978 1,587
Taxotion on ordinary activities at 20% (2015: 20.25%) 196 321
Effects of
Permanent differences . 6. ) 21
Adjustment in respect of previous periods . (308) (155)
Total tax (credit)/charge (106) 187

(c) Factors that may affect future tax charges

The UK corportion 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 | 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 December 2016 has been calculated based on these rates.

8. Equity dividends
, 2016 2015
£000 £000
No ordinary interim dividend paid (2015: £3.50) - 7,000

. .

13
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Notcs (continued)

9. Tangible fixed asscts
Plant, machinery,
vehicles and
computer
equipment
) £000
Cost .
At beginning of year 635
Disposals (101)
At end of ycar 534
\
Depreciation
At beginning of year 561
Disposals en
At end of year 534

Net book value
At 31 December 2016

At | January 2016

—————————
74
R

10. Stocks 2016 2015

) . ) £000 . £000

Raw materials and consumables ) 394 -
11. Debtors

: 2016 2015

£000 £000

Trade debtors ’ . 2,367 3,149

Amounts owed by group undertakings 57,986 “ 56,656

Prepayments and accrued income 2 31

Corporation tax 121 -

Deferved tax asset (note 13) | 101 115

60,577 59,951

Amounts owed by group undenakings attractinterest at a rate which reflects the cost of borrowing 1o the Group.,

14



Notes (continugd)

12. Creditors: amounts falling due within onc ycar

Payments on account

Trade creditors

Amaounts owed to group undertakings
Corporation tax .

Other 1ax and social security costs
Other creditors

Accruals and deferred income

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

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

13. Deferred taxation

Atthe bcginning of the year
Transfer to profit and loss account
At the end of the year

The elements of deferved taxation are as follows:

Accelerated capital altowances

The deferred tax asset is disclosed in debtors (note 11),

14. Called up sharc capltal

Authorised, allotted, called up and fully paid:
2,000,000 ordinary sharcs of £1 cach

2016 2015
£000 £000
202 1,812
m 519
55,303 54,257
- 307

32 44
33 19
2,834 2,983
58,776 59,941
2016 2015
£000 £000
115 147
a9 (32)
101 115
2016 2015
£000 £000
101 115
101 115
2016 2015
£000 £000
2,000 2,000

15



Notes {continued)

15, Pensions

Carillion LGS Limited

Annual repart and financial statemenls
Year ended 31 December 2016

The company's employees are members of a larger pension scheme, the Carillion Stafl Pension
Scheme, providing benefits based on final pensionable pay. The principal employer of this scheme is a
fellow subsidiary of the Carillion Plc Group, with the scheme accounted for in these financial

statements as if it is o defined contribution scheme.

The contributions to the defined benefit schemes made by the company represent the regular cost of
providing the benefits without any recognition of fund surpluses or deficits which are dealt with by
Canillion plc, The pension cost for the year was £217,000 (2015; £64,000). The Carillion StalT
Scheme was closed to new entrants on 1 April 2003 and existing members no longcr accrue benefits

for future service with effect from § April 2009,

The company also participates in the Carillion Pension Plan, a defined contribution scheme, which
commenced on | April 2003. The pension cost charge for the period represents contributions payable
by the company to the scheme. The pension charge of the defined contribution scheme was £217,000

(2015: £123,000).
16. Commitments under operating leases

Commitments under non-cancellable operating leases are as follows:

2016 2015
£000 £000
Land & Land &
Buildings Buildings
Operating fcases which cxpm:
Within one year - 15
In the second to fifth year inclusive - 7
22

.

17. Controlling and parent companies

The company’s controlling company is Carillion plc, its ultimate parent company which is

incorporated in Great Britain and regisiered in England and Walces.

Copies of the group financial statements of Carillion plc are available from 84 Salop Street,

Wolverhampton, WV3 0SR.
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