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Get on with it!

“Perfectionism is often an excuse for
Procrastination.”

L
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APPENDIX I

BIBLIOGRAPHY- LIST OF REFERENCES 1. Mergers and acquisitions in the construction
industry Frank T. Delaneyl and Sam C. Wamuziri

2. IMF World Real GDP Forecasts,
https://www.imf.org

3. UK Construction: An economic analysis of the
sector - Gov.uk
https://www.gov.uk/government/uploads/system
/uploads/attachment_data/file/210060/bis-13-
958-uk-construction-an-economic-analysis-of-
sector.pdf

4. Economy of the United Kingdom,
https://en.wikipedia.org/wiki/Economy_of_the_U
nited_Kingdom

5. Construction industry - Office for National
Statistics,
http://www.ons.gov.uk/businessindustryandtrade
/constructionindustry

6. UK Government Construction Pipeline - KPMG,
https://home.kpmg.com/content/dam/kpmg/pdf/
2015/03/uk-construction-pipeline-feb-2015. pdf

7. Engineering & construction - Publications - PwC
UK,
http://www.pwc.co.uk/industries/engineering-
construction/insights.htm/

8. Global Construction 2030,
http://www.globalconstruction2030.com/

9. Construction 2025 - Gov.uk,

Sources: Internet & Third Party Reports https://www.gov.uk/government/uploads/system
/uploads/attachment_data/file/210099/bis-13-
955-construction-2025-industrial-strategy.pdf

10. Capital Projects & Infrastructure | McKinsey &

FEFITIRRTITRRRIRITIIRIRIRINIIRINININNININIIRINININNININIIIIT

This Report contains industry and company analysis, from an Company

array of researched sources, including personal viewpoints 11. https://www.weforum.org/agenda/2016/06/the-
expressed by others, and facts, figures, findings, and extracts world-has-an-800bn-annual-infrastructure-gap-
from other experts’ reports, and views and opinions of a range heres-how-to-close-it

of third parties, focused on the subject matter of Merges and 12. IMF World Economic Outlook (WEO) Update,

Acquisitions in the UK construction industry. Many Sources January 2016:
s

include Reports and Commentary extracts from within Reports http://www.imf.org/external/pubs/ft/weo/2016/u
and Third Party Publications, available on the internet. pdate/01/

References and Sources of Information include the following: 13. EY - UK construction: consolidation ahead

http://www.ey.com/Publication/vwLUAssets/ey-
uk-construction-consolidation-ahead/%24FILE/ey-
uk-construction-consolidation-ahead. pdf
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Focus on the Job

“Things have a way of working out.”
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European Construction Monitor 2015-2016 -
Deloitte,
https://www2.deloitte.com/content/dam/Deloitte/
global/Documents/About-Deloitte/gx-real-est-
construction-monitor. pdf

M&A attractiveness index
http://www.whitecase.com/publications/insight/m
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Global mergers and acquisitions | The Economist,
http://www.economist.com/news/economic-and-
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Construction Goes Global: Infrastructure and
Project Delivery ... - AIG
https://www.aig.co.uk/content/dam/aig/emea/uni
ted-kingdom/documents/construction-goes-
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International-Design-Firms1

The 2015 Top 250 Global Contractors 1-100 -
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http://www.enr.com/toplists/2015_Top_150_Glob
al_Contractors1

FULL REPORT: The world's 200 largest
construction companies - KHL ...,
http://www.khl.com/magazines/international-
construction/detail/item26644/FULL-REPORT:The-
world's-200-largest-construction-companies
Chinese contractors take top four global places ,
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contractors-take-top-four-global-places
European International Contractors | The
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http://ec.europa.eu/economy _finance/db_indicato
rs/ameco/zipped_en.htm

Investors - Balfour Beatty plc,
http://www.balfourbeatty.com/investors/
Carillion Annual Report,
http://annualreport2015.carillionplc.com/

Kier Group - 2016,
http://www.kier.co.uk/investor-relations/reports-
and-presentations/2016.aspx

Investor Centre | Interserve,
http://www.interserve.com/investor-centre
Investor Relations | Taylor Wimpey,
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or-relations

4-Traders, http://www.4-traders.com/
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Value of global M&A deals 2007-2015 | Statistic -
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Kingdom, England, https://imaa-institute.org/m-
and-a-uk-united-kingdom/

Meeting national needs - Costain,
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2014.pdf
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ering-construction/publications. html

Global Construction 2025,
http://constructingexcellence.org.uk/wp-
content/uploads/2015/09/GCP_Conference_E
NR_2030_WEB.pdf
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APPENDIX II

ANALYSIS & FINANCIALS
GLOBAL PEER GROUPS
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“What if we don’t change at all....
And something magical just happens?”.”
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MARKET ANALYSIS
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China Metallurgical Group Corp.
Samsung C&T Corp

Net debt /EBITDA
Samsung C&T
China Railway Construction Corporation
Metallurgical Corporation Of China
China Railway Group
China Communications Construction

Hyundai Engineering & Construction

Source: Deloitte

Eight European groups are included in ENR’s Top 25
global contractors ranking: Vinci, ACS, HOCHTIEF,
Bouygues, Skanska, Strabag, Eiffage and Technip.
The German HOCHTIEF group is not included in the

Cloayashs EPC ranking as it has been part of the ACS Group

e Sroun since 2011. Technip, with sales of over EUR 12,000

crare st comre 2. million in 2015 and a market value of more than EUR
e 6,000 million, is not included in the EPC ranking since

MC/Book Value

China State Construction Eng
Shimizu

Fluar

Cimic Group

Obayashi

Kajima

Samsung C&T

China Railway Construction

China Raikway Group

China Communications Construction
China Metallurgical Group

Hyundai Engineering & Construction

it is considered to be an engineering group rather
than a construction company. Without taking into
account the EPC companies and European
engineering groups, the world’s Top 25 is dominated
by Chinese (seven) and Japanese (three) companies.
It should be noted that six Chinese construction
companies are in the Top 10 and just two US
construction companies are in the Top 25. The Top 25
list also includes American, Australian, Brazilian and
South Korean groups.
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Wird, 5.4 i5 3 goosl player mconcessons
and cornstruction. emiphoying more than
185,000 pecple in some 100 countries.
rnoorporsted in 1859 by French engimeers
Ml=xandre (Gros and Louis Loudheur,
Imramsing the largsst listec Euroosan
construction group in terms of ssles and
markst cEpitaliEstion.

s main shareholders are instouticns!
immestors, both in France (16,25 and
ourside Franos [56.2%) The remaining
shares are controlled oy individusl
sharshoioers (244, employess (349 and
Qstar Helding LLC

Cormpary (455) Tressury SNares represant
S.8% of totsl shares.

Wind, 5.4 divides its business portficlic
imio T msin segments Concessions and
Cormiracting.

Concessions

The Group’s Concsssicns business
s=nerated revenue of EUR 5,804 millicn i
2015, up 3.9% from the prewvious year. This
Imresse was cue 1o the uoturn in motorssy
raffic in France and the growth of sinport
passengsr wafoin Portugal Camioodis and
=ramoe. Vino Concessions generstes 151%
of the total rewenue but o thinds of the
Groun’s operating income.

Wird Concessions devslops sna operstes
a solid portfcdlic of transport infrastrucnure
and public fadlity conosssions insome 22
oountries. it is primarily active in sinports,
motorways and road infrasoructure, rail
irfrastructure, stadioms snd parking
zactors. Ving Concessions continues to
broaden its scope, both in terms of activites
and imemational readh. In this contexr, the
recent devecpments &t VNI Conosssicns
oonsist of the materislisstion of the
compsny's gosl to expand intemadonaly.

Ir the airport sector, the new contracts

wion in Chile, |apan and the Dominican
Republic will make VIMC] Airports the werlds
fiftn-largest operator in t2rms of psssenger
traffic.

Additicnslly, there were severs] important
milestones achieved in 2015 within the
Mo Wiy SECtOrn New 0oriracts were
v fior the wastern Strashbours bypassin
Frzrce, the Reging Bypass inCansds and
=actions 7 and & of the 11 motoraay
etvwesn Wosoow and St Petersburg.
Ao, inJully 2015 VINCI Highweays finslised
the scquisition of S0%. of LTS (United Tol
Systems), the Russian kesder in motorasy
operaton and tell management. UTS
oparates on 525 km of motonaays.

2015 was slso marked by the imtermational
expansion of VIMNC Stadium, which st the
Eagirning of tre yesrwas awardec 2 25-
WESr S2rd0e DoNoEssion conract for the
operation of the Queen Elizabeth Ohympic
Parl stdium in Lomdon,

Contracting

Wind Energies, Burowia and Vinci
Comstructicn represent a stong network
of companies and expertise globalh: In
2015 this divisior's wotal sales, which wers
cbtaimaed mainly in Europe, decreased by
1% o BUR 32,570 millior. Im this conmection,
the EBITCA margin f=ll from 4.5% in 2074
4.8% in 2015. This is attributaitha o VENC
Comstroction, due tolower earmings in
Framce and & cedins in business levels inthe
il 3md Z35 seciorn.

Wind Energiss serves public authorities
and busimess customers, helpingthemto
deploy, equip, cpersie and optimise their
energy, trsnsport and communi cation
infrestructure, industrisl fadlities =nd
building=. In 2015, WVIMO Energies sxoesded
thie BUR 10 billicn revenus mark for the
firsttime, recording & 345 inoresss on

the presicus year. In 2015 YINC Energies
incressed its presence cutside Eurcpe with
the soguisition of the Braziian compsry

Crteng Ergenhsaris & Sistemas. This
cormpany specislises in oesigning, building
zmd msintsining electricsl equipment and
PLCs fior the energy manufzsonuring and
infrastructune sectors. [t gensratsd revenue
of around BUR 92 milkon in 2015,

Eurowia is 3 wiorld leader inmansport and
urtban development infresructure. Whike
ontinuing 02 Nurture its strong rocts

in Franos, it mow gemerses £0% ofits
renveEnue through intemational operations,
primarily in Eurcpe snd Morth America.
Euronia’s business SCtivity wias not uniform
in 2015, with a significant comiracticn of
the roadwerks markst in France partislly
offset by an upmurn in cther Europesn and
Amesricsn markets. As = result revenos fell
b 358 to ELUR 7.9 bilicn. ks BBIT margin
was 3% in 2015,

Winci Construction, Framog’s leading
constructicn company and & major global
plsyer, brings together 777 consolidated
companiss with 68,000 employess in some
100 countries and delivers 3 comprshensive
array of capabiities in building, civil
enginssring. Mydraulic enginesring srd
contractimg-relsted spedsites. The division’s
salas smounted to EUR 14497 million and
repressenisd 38% of total Group revenue

In 2015 the divisicn incressed its presence
cutside France with the soguisition of HEE
Construction (Mew Zealand) and Rodic
Kronss (Lstim &merics, Spain, Portugsl,
Miorcoooh.

Winci Construction's business comprizes
thres complementsry componenos:

= Anetwork of Fremch subsidianes,
through Vind Constructicn France, amd
imennaticnalty dhrough Vind Construction
UK, Warbud, Prurmetay, SMP Sz in
Centrsl Europs, Sogss-3svom m Africa and
HEB Constructcn in Mew Zeslsnd

= Spedisist sctivites serving gobal markscs
Soletanche Freyssinet (foundation and

Management Team

Heritage

Vision and Values

world.

Supporters Of

UK Construction Consolidation 2017-2022

VINCI is a world leader in concessions and construction.

The VINCI name symbolises the best in innovation. creativity and technological mastery. befitting
for a Group that harnesses a culture of innovation to deliver technical expertise in tackling the
most complex of projects.

VINCI companies in the UK turn over in the region of £2 billion per annum and employ circa 9000
employees. This represents 6% of VINCI's €38.7 billion turnover and 30% of VINCI's European
turnover outside France. VINCI employs around 185.000 people in 100 countries around the

Source: Deloitte and Company Website

Page 12

VINCI Construction UK is a national construction and facilities company and is the largest British
subsidiary of VINCI. VINCI Construction UK has strong relationships with other VINCI companies
and subsidiaries and. as a result. can leverage ideas. skills and entrepreneurial flair to deliver top-
quality work in all sectors.
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ground technologies, structures, nuclear

e!ctivitiesj and Entreposs- Contracting Key Data (EUR Million) 2015 2014 2013 :Da':._:igm
(infrastructure for the oil and gas sector). 5
Assets
+ Adivision engaging in the execution snd MOn-CUrrent a5sets 33,267 39,254 40,385 0.0%
mansgement of complex projects, with Current szsets 22,880 23776 22,691 (3.8%)
Winci Construction Grands Projets, Vinci Totzl azzets 52147 63.030 63.076 {1.4%)
Construction Terrassement end Dodin Liabilities and equity
Campenon Bernard. which work on major Equity 15,255 14 868 14,260 26%
civil engineering and building projects Mon-current liakilities 19.474 2144 21,618 (9.1%)
around the world. Current liabilities 747 26,748 27198 25%
Total liabilities and equity 62,147 63,030 63,076 [1.45%)
2015 performance Statement of profit or loss
VINCI's revenue in 2015 remained in line Sales 38,518 38,703 40,338 {0.5%)
with 2014 while EBITDA grew by slmest Mational sales 22414 23,936 2511 (6.4%)
2%. The chenge in revenue was driven by Internaticnal sales 16,104 14787 15,227 9.1%
& £.4% decrease indomesticsales and 5 Construction sales 32570 32916 3463% [1.1%)
9.1% increase in internaticnal sales. which Mon-construction sales 55248 5787 5702 2.8%
currently represents 42% of totsl sales. EBITDA 5.664 5.561 5,596 1.9%
Consclidated net income amaounted o EUR EBIT 3,758 3.642 3,670 33%
2,073 million, down EUR 437 millicn on 20174, Met income 2,079 2,516 2,048 (17454
The 2014 figure included a net centribution Met incomne attributable to the Group 2045 2,486 1962 (17.7%)
of EUR 581 millicn, mainly due o & gain on Other key data
disposzal resulting from the ssle of 3 stake in Met debt 12.436 13,281 14,104 {6.4%4)
WIMC] Park. Order bock 27700 27200 25,400 (0.7%0)
Iarket capitalisation 34.801 26,831 28,704 29.6%

The order book stood at EUR 27700 million
stthe end of 2015, similar to 20174, and
represents approximately ten months of
business activity.

Sales by geographlcal area

Sales by segment

45,000 45,000
40,000 40,000
25000 35,000
30,000
30.000
25,000
25000
20,000
20,000
15,000
15,000 10,000
5,000 0
2015 2014 2013 2012 2015 2014 2013 2012
M France W Rest of Europe
Cemtral and Esstern Eurcps W Ameriza B Concessions Contracting B Holding companiss and misc.
B United Kingdam B Africa

Asziz, Middle East,
rest of the workd

W Germany

Source: Deloitte

L
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Businass Summary
Engages In Intagrated construction and concesslon opsrations
YINEI ‘:’ VINCI 3A engages in the design, bulding, finence and management of falifes for
frarmsport systems, puic and private buldngs and wien development and wate,
ey and commuricaiion netwarks.
The: compety operaties its business twa sagments: Conpessions and Corfracing sgmerts.
The Concessions sagment develops and aperaes molorwaty, ramsport infrasiruciures, and pubiic faclity concessions. VINCI {,
The Confracing sagment indudes dleckical warks and enginessing, infrmaion and communicaion fechndlagy,
bty verfilasion and ar cordiSioring engimering, insuion, buldng and marieeno: of roads v mdorways,

producion of raad-bulding materials, uben infrasiruciune, emironmetal work and demaifion and recyding.

The compery was founded by Almendre Gires and Louis Louchewr in 1899 and is hesdouariersd in Rusl-Mamason,

Franoe.
Salan par Businansas
4 013 Financial Ratios
Daita
An Lian fn Ban
AT ) W ER T Hza a3 [~ ITe
VINCI Building 15418 | 30T 14581 | -80% Capitalization 3913 ME
VINC] Energies 8| 2% W | 2P| Lk R e =) R e
Eurovia 18 % THE | NF| -15% p— — —
Conessions G408 | 104% BEBE | TR LM% PVE rafia (Frice | EFS) 15,7% 146x
VINC! Property and Heldinge S| 15 M| | 2 e e [ER
BV | Rueveriue 1.35x 1.25x
2V ESITDwA v 0x
Salks par Raglons Yiedd {DFS ¢ Price) 30 3%
Frice o book, (Frics | BES) 2 50 214x
a4 il
Deita . S
EWRfnMMen) | % [EURMMMen| % Profitabiiity B 0MTe
- § - Operaing Margin (52T ¢ Salkes) 1ME% 1R
Franca n9E| 0 248 TN AR ﬁng D Tt — - a1
Uritesd Kirgrdorn 254 07 261 06% | +B18% Mt Mangin Plat Froft | R EOFe BANG
. . . RO (Pat Profl ! esel] 3.85% 4.500%
, A A TR
ERIEN 86| o 2| 6% % RO (Pact Frot ¢ Enuics) 145%  145%
Russia, AsiarPacific and the Midde Exst 198 40 2245 50% | +1978% Raster of Diwidend 457% 4BT%
Central and Exstern Europe 1757 45 1888 | 4% | 472
- - - —— Batance Shest Analysls Ee  I01Te
O Europesn Countries 178 ddk 209 8% | +387% CARTH | S a7 ST
Afica a0 ddk 1479 3% | -1391% Cash Flow | Sales Nn5%  121%
. . - - Capital Imtermity (fescts | Sales) 1.56x 1.43x
Narth America 128 1% 140 3| 4478 - ol e 2im 17
Benedux TR i -
10 6050 1.5 -
Ceniral America and of the Sauh - 48m 24%
Financss - Levarags
Incoms Statement Evolution
2010 2m 2012 2013 2014 2015 20188 20178 20188
50000 2010 201 2012 2013 2014 2015 20158 20178 20180 12% S0000 T 300
. - 250
40 000 - o’
e 30000 -1 =
. ° =
= i
£ 3000 T 20000
E o é 10000 - 2;
= 20000 A A = 100 g
o . 5
1000 - -10 000 -‘ aso
0 - - - - - - _ N, ano
W zaiss Opersting profit Bl Nstincoms - NetMargin e Opsrating Magm] [- satee M FinancecrDebt Ml EBITDA  -e- Leverage ]
Source:4Traders.com - - ) i B -
UK Construction Consolidation 2017-2022 Corporate Strategies and M&A Opportunities
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CHINA STATE CONSTRUCTION ENGINEERING (CSCE)

Financial Raties

Elza sy == sy =
Copitalizayion TES5 10D M CNY
Erttrepwime Value | EV] 204 3BT M CHY 183 £23 M CNY
Businasy allTITﬂ]' aluation prasg] == rand =
PUE rafia Frics | EEE 5,20 0 40w
E CREETNLY Engages In commercial conetruction and real estats development Cialihr i v 0,13% 017x
ik L8, ] s O T B Rierwermue 2= 0, 1E8x
(Chira State Comsiruciion Engineering Corp O ) EBITDA 2,85 2,38
Ld f.ig..r;;l 1 e pperdios of howsng coesfrucion, insmefod ooracing, redl este developmend and Price ok S p— 0,58 088K
mvesiment, infasiucure consirucion and imvesime—t, prospecing, and design
Thee com ey wezs fonunded on December 10, 2007 and is hesdquerterad in Baijing, China Profitacaity soise soire
Operating Margin (=T ¢ Sales 5485% o.0%%
Humbsr of amploysss - 241 £74 persors operating Leverage (Deta EBIT / Dalta Salas] 212x  1.23x
Mt Margin et Froft  Rereerue S0 S0
RO et Brodt ! fesen] 288% 2568%
a8 per Buenesees ROE es Frot | Sy 125 18.4%
Al 015 Fater of Dirvidend 245 MF%
Dafta
CHY fin Nl % CHY i Ao % — -
Balanca Shast Analysls e H0iTe
Building Corsérucion BAA5EE | oRD% STAMEE | 7SN | A% CAPEN ) Sales 015 014%
R Exicte Develcgmest ar bvesiment 4 1% | e | +dgy| (ComhiFlow | Sale AiITE 4836
: - = - . -~ Coapital Iresresity (fesnots ! Saloes 107x 1,04dx
Ffrasruchre and Ivesiment 133 153% 41088 | M| 1A% Fimamoial Lesverage (ot Dans | S3T00) 0IFx 010K
Survey and Design 7100 ar% 473 08% A
Otfer 514 0 s 1.3% [+H12207%
Source:4Traders.com
mw mhﬂl Financss - Lavarags
m1‘ m15 Dﬂtﬂ 1250 000 2010 20m 2012 2013 2014 2015 20168 20178 20188
CHY fin Nl % CHY i Ao % .
China THAT | 100% 81948 | a0k | +52% 10000007 ,I' \\\
I 150 _
(Otber CouririesRegions - g 7% 750000 - 2
HL .'I 0 o
Managars = | 2
250 000 f 2
Mame A Sinca Title +." as ~
ol B - - -
(Qing Guan, P 2 Cheirman, General Marager & Deputy GM f .ER""I.\_
g Ming Warg 5 Presidert & Direchor e e U—. T—e— 00

[ Il ssize B FinancsorDebt B EBTDA -e Lwage]

China State Construction Engineering Corporation’s business operations encompass building construction,
international contracting, real estate development and infrastructure construction. Established in both domestic and
international markets, China State Construction Engineering Corporation operates in more than 50 countries and regions
around the world. In 2015, its revenue totalled EUR 126,278 million, up 10.1% on 2014. EBIT margin and EBITDA margin
were 5.3% and 6.4%, respectively, in line with the average among the most representative Chinese construction groups.
It should be noted that the net debt to EBITDA ratio (0.4) is low compared to other non-European groups and the EPoC
companies. It has infrastructure construction contracts exceeding EUR 40,000 million and overseas orders in excess of
EUR 13,000 million. The Chinese company is listed on the Shanghai Stock Exchange and its market value at the end of
2015 was EUR 26,981 million, which figure represents 2.4 times total equity, slightly higher than the average figure
obtained by the EPC companies.

L
UK Construction Consolidation 2017-2022 Corporate Strategies and M&A Opportunities
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CHINA COMMUNICATIONS CONTRACTING (CCC)

Business Summary
Engages in the infrastructure construction, design, dredging, manufacturing
.J"). AL R o of heavy machinery and other businesses

China Communications Construction Co. Ltd. engages in the design and
construction of fransportation infrastructure, dredging and heavy machinery manufacturing business..

It operates through the following segments: Construction, Design, Dredging, Heavy Machinery, and Cthers.
The Construction segment involves in infrastrueture construction of ports, roads, bridges and railways.
The Design segment involves in infrastructure design of ponts, roads and bridges.

The Heavy Machinery segment engages in manufacturing of heavy machinery.

The company was founded on October 8, 2005 and is headquanered in Bejiing, China.

Number of employees : 115 178 persons.

Sales per Businesses

4 FilIF
Delta
1D (in Lilion b HKID {in Liilan) ]
Capital Construetion Construetion s B3 418,683 | B38% 41275
Heavy Machinery P06 T 8742 39% | 1308
Dredging Operations PRI £% 18375 28% | -2
Design Business 2583 5% 8008 | 5T% | +0.25
Others 4,200 1% 5,038 1% |+17.21%
Sales per Regions
4 FilIF
Delta
HKDfnidlion)| % |HKD{nMian)| %
China {except Hong Kong, Macao and WG A% L R T R
Taiwzn)
Dther Countrizg 2nd Beninne TRIEL T4 uzEn 1he AT R

g

China Communications Construction Company, with sales of
more than EUR 57,000 million, is a leading group in road, railway,
port and bridge construction in China. The company has four
divisions: Construction, Design, Dredging and Heavy Machinery. As
with other Chinese groups, over 85% of total revenue came from
construction  activities. Revenue from the infrastructure
construction business was EUR 49,000 million in 2015, up 13.9%
on the EUR 43,000 million achieved in 2014. Additionally, as a
result of the acquisition of John Holland Group (previously owned
by CIMIC), an Australian company, China Communications
Construction Company entered the Australian and New Zealand
markets, as well as obtaining professional expertise in respect of
water work engineering and railway construction and operation. As
of December 2015, market capitalisation amounted to EUR 15,212
million, a similar level to that of other Chinese groups such as
China Railway Group or China Railway Construction Corporation.

UK Construction Consolidation 2017-2022

Financial Raties

Elra b =22 017
Capitalication 163 724 M CTHY
Erresprizme Walue | EVV) 352 T4 M CHY I70 307 M CH
“aluwaticn pramh [ 017
FIE ratio (Frice | BFE 6, 72x (1
Copitalizatan | Ferverpe 0, 5Ex 03
Ev' ! Rerverioe 0E1x 07s
Ev'/ EBIMDOw 8,20 B,
Wiedd JDFS ! Price 295% 34517
Price: 1o baak (Frice | BWFS 0,72x% L1105
Profitabdiity o16e 2017
Operating Margn (22T / Sales EaT% &7
operating Leverage (Delka Dol Sabers 1.37x 1.2
Het Margin et Frofl © Foetesr S0E% 408
RO Pdan Frot & et 248% 2517
ROE Pdet Frott | Bocs e 12
Riastes of Divwidend 21 200F
Balance Shest &nalysls 016 FON7
CAPEN ! Salees 86T T.OE
Coarsh Flow ! Sales 481% 605
Capital Irtermmty (fescts ! Sales 1.62x 1,82
Financial Levesrage: (et Dbt | ERITOW 433x 480
Incoma Statement Evolution
2010 2m 2012 2013 2014 2015 20188 20178 20188
500000 13
500 000 . =
L] - i *
400 000 'l
= %
- .
£ 300000 . -
= 5%
200 000
100 000 i e v > o * b
.
a . - - - - - - - T .
M saes Opersting profit M Netincoms -~ NetMargin - Operating Margin
Financae - Leverage
00 20M 017 3013 3014 NI5 2068 W7 2018
500000 £00
- e mr—le——Re | 500
2 400 g
L 2000 / g
E . Ve . E
£ o B 2
2m 2
~200000 100
400 000 000
I saies M FinancsorDebt B EBTDA -+ Laverags
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CHINA RAILWAY GROUP

Business Summary

Provides infrastructure construction, survey, design and consulting and
engineering equipment and component manufacturing services
PEPURENRLE
FRIT MALSAY SRRLY WRNUT China Raiay Group Ltd.
construction services.

in the provision of engineering and

5 through the following segments: Infrastructure Construction; Survey, Design and Consulting
Engineering Equipment and Component Manufacturing; and Other Busine:

It aper.

Sen

The Infrastructure Construction segment builds and repairs railways, highways, bridges, tunnels, ports,
docks, airports, and imigation works.

The Survey, Design and Consulting Services segment researches and develops feasibility studies and
compliance certification of infrastructure projects.

g Equipment and Component Manufacturing segment designs, produces, and trades raiway
zring machineries, and steel products.

The Cther Businesses segment offers mining, merchandise trading, and finanging services.
The company was founded on

September 12, 2007 and is headquartered in Beijing, China.

Mumber of employees : 281 148 persans.

Sales per Businesses

4
- - Delta

Infrastructure Construction 510882 | BaTH BIREEE | BATR | +5.4Z%
Other 48,801 a4% IETE ) S4% 4N
Real Estate Development 28,255 4.9% 0187 48%
Construction Equipment & Compaonent 2745 21% 339 2%
Manufacturing
Survey, Design & Consulting Services 8887 16% 10,187 1.7% | +5.38%
Sales per Regions

4 M5

Delta
CHY (i Milan)| % | CNY (nldilon)| %
China BB553T | 9A2% 50323 | 97T
Other Countries 6,188 44% 0,148 3%
Hong Kong & Macau B23.08 01% T18.01 0%
China Railway Group, one of the largest integrated

construction groups in Asia in terms of total revenue, and
ranked 71 in Fortune Global 500, jumped from third position
in 2014 to first place in the ENR ranking in 2015. It also ranks
11th among the Top 500 Chinese Enterprises. The Group
engages mainly in infrastructure construction, survey, design
and consulting services, engineering equipment and
component manufacturing and property development. In
2015, total revenue increased by 19% to EUR 86,034 million.
Construction sales represent 91% of total revenue, including
a greater presence in its domestic market. For this reason,
China Railway Group could be classified as a “Domestic
Construction Group”. Operating margin, which remained in
line with that of the previous year, was 8%, approximately 3
percentage points above the average margin obtained by the
Chinese corporations analysed. Market value amounted to
EUR 15,978 million.

UK Construction Consolidation 2017-2022

Financial Ratlos

Slza

BB TF LT ]

prny [
155512 M CHNY
242 852 M CHY

Ervireswrime Walye | EW)

=
[

[ N]
[w ]

243 32E M CHY

Walusthon o} [ 20T
PVE ol Frioe [ SRS 125x 7=
Copitaliadior | Rleswerme 0, 248x 0 23x
B Flemwesrme 03T 03Fx
B/ EEITDA EiTx 7.95x
Whedd J0FS ) Price 1,263 1.365%
Plrices foy ook (Frice | BuEES 1.23x 1.12%
F'Fﬂ-'rrtab"“.'_l" ooEs 01T
Operating Margn (&2 ¢ Sakes 3. 15%  3.21%
operaiing Lesvesrage (Dada BT ! Dalta Sabes) 2.95x i i
Hest M argin Pef ot ! Fiereers 205% 207
RO et Frodl ! Seamod) 20 20dE%
FOIE et Profl ! Sopdices A9F%E 975
Flate of Diwidesnd 158% 1600
Balance Sheat Analysls pash[== AT
CAPEN | Soles 1800 1L71%
Cah Flow ! Sales 1T 1.9
ot ety (feancts ! Sales 1.0x 1003y
Firancial Lervesrages Pdat Dait ¢ ERITOW] 301x 300
ome Statement Evolution

— 2010 2011 2012 2013 2014 205 20188 2017e 2018a =

| M saiss Oparating profit [ HNetincome  -=- Het Margin

N

3

1%

= Operating Margin

2010 20M 2012 2015 2014 2015 20188 2017e 20188
500 000 -
e
500 000 |
f -
[
= 400000 |
= [
= / -
= 200 000 ." T o
f
|II
] = -
|II
~200 000 . -
M sales Wl Finance or Debt Bl EBITDA - Lawarags

$Sources; Deloitte and 4-traders.com
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LARSEN & TOUDRO

Businass Summary

Oparates 38 2n Investment holding company with intarsets In enginsaring, construction,
Infrastructura projects, and manufacturing

Larsen & Toubiro Lid. operaes 25 an invesiment hoding company.

Thraugh its submidiaries, it
frencial acivifies.

s in deschlogy, engineing, construcion, marugachring and

It operates $rough e falowing ssgments: Infrasiruciure, Power, Metallurgicl and Material Handing, Hesrey
Engnesring, Beciical and Automaion, Machinery and Industrial Products, Hydrocarban, [T and Tedhnology Services,
Firenoial Servioes, Developmental Projects and Ofers,

The Infrasinucire segment comprises of engneering and consirucion of buldng and faciories, ransporiafion
rirasiuciure, heavy ovil infrasiucire, power ransmisson and distibulion and waler and . renewatile RN
projcts.

The Prower sagment comprises of ey saufions for Coal-bessd and Gos-bersed Sermal power plats incuding
e gt ecpiprnest with assocated systems and balanoe-of- gl packages.

The Metallurgical and Material Handing segment comprises manuaciure and supdy of ousiom designed, engineered
orifcal equipment and systems focore sackr indusries like ferilizer, refnery, petrochemical, chemical, ol and gas,
hermmal and rucesr powe, aerospace and defnse,

The Bacrical anvd Automation segment comgrises manuicire and sale of low and medum valtage switchoer
oompnests, cusiom bult low and medium vatage ssitchbards, secraniz sy metes protecion systens and
el and automasion products.

The Machinery and Industrial Products segment comprises manutacture and sale of rubiber prooessing madhinery and
carsings, marniciure and markeing of indusiial valves, construcion equipmet and industrial products.

The Hydrozarbon segmet completes Engineering Procurement and Corsinuciion salufions for the global Gil and Gas
Industry fram frontend design $rough detaled engineering, moduar Btvicalion, procurement, project maragement,
cormstruchon, installafion and commissioning.

Thie IT and Techniogy Services sagment comprises of infarmaion lechndagy and imegraed enginsering servioes.

The Financial Services sagment comprises retal and corporate finance, housing finance, infrastructre firance,
general insurance, asse! maragemest of mutual fnd schemes and related advisory services,

The Develgpmental projects segme—t comprises developme—t, operafion and manierance of besic infasrucre
proects, fall colecion indudng auity besed projects, power development, developme—t and operafion of port
facilitiers and provicing refated advisory services,

Thie Otthers sexgrmient include: resity, shipbuilding and imegrated engineering servioes.

The compeany was funded by Heming Holok-Larsen and Soren Kristan Toubra in - 1933 and is headguariersd in
Mumbs, India,

Larsen & Toubro Limited, also known as L&T is an Indian
multi-national conglomerate headquartered in Mumbai,
Maharashtra, India. It was founded by Danish engineers taking
refuge in India, as well as an Indian financing partner. The
company has business interests in engineering, construction,
manufacturing goods, information technology, and financial
services, and also has an office in the Middle-East and other
parts of Asia.

L&T is India's largest engineering and construction company.
Described by NDTV in 2013 as a "bellwether of India's
engineering & construction sector", L&T was recognised as the
Company of the Year in Economic Times 2010 awards.
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Financial Ratios
Slrs A Te
Copitaliragion 1351 885 M INR

Ertrerri=e Walue (£

2283685 M INR

iEs

2332 530 M INR

‘Valuation iTe H0iEe
PE rafio iPrice | EPS) 25.0% 2085
Copitaliration | Revenue 1.18x 1.06x
BV | Rergariue 202% 1.52%
BV EBITOw 16,5x 14,5x
Yiwdd (DRSS / Price) 1.31% 147%
Price o book: (Price | BUFES) 2.80x 2 55x
Profitabaty HTe 0S5
Operating Mangin (53T / Sales) 26T 102
operating Leverage (Doka BRI ¢ Doka Sales) 1.38x  1.4E6x
Het Mangin et Proflt ! Rievenus) AT5E S5
PO, Pt Prot ) fasct) 3T 410
ROIE et Prost ¢ Boikics) N 131%
Rafie of Dwidend 3B 303
Batancs Shest Anatysls HTe  I0iEa
CAPEN | Sl 4457%  30T%
Carh Fliow | Salves 525% 417%
Copital Imtersity (fasets | Sales) 1.27x 1.24x
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Businass Summsary
. Provides ralway Infrastructura, highway construction, raal sstate
‘ﬂﬁ)*\ davalopmant and road malntanancs sarvices
bl . . .
*m Chira Rabway Corstruction Corn

Lol ey i S IS HLCHON ERSmess.

It operatees Srough fve sagmets: Construcion, Survey, Design & Consutancy, Manuachuring, Rl Este and Otfer
Busirezss Operafiors

Thie Survey, Design & Carmsuitancy Operafions segment angages in e provision of surey, design and consultancy
services, 25 well as fechnal gy and equipment resesrch and devedopment servioe

e Mt ] Ol apficres sagmi enganes in e 7, remsinr o 2 denvelegima, produchion ard s of e
BrEICH, MNTREICE Facrinery 25 Wl 35 e manusci 'gu’wrwx?lm for railwany costruction

Ther el Estorer Ot seppmes eaages in e devedoprment, construction and ssle of real este projects
Ther Ot Businesss Operatfiorrs sagrmest mainly oomprises rel estate developrment and logistios usinesses
Thie compry wers founded on Mevernber 4, 2007 and iss headauertened in Bejing, China

Numisar of emiplayese : 254 356 persons

Salae par Businassss
a4 ms
Dalta
CNY fin dilion) % CNY fin Ao, 1
Corsirucian Operations 508,002 ] 3877 | ETER | +1.06%
Oher Business Operaions nEA B0 M43 S6% | -1440%
Real Estae Operafions plixl 43 26N 40% | +1841%
Manufacturing Operafions 10,438 1.6% farz 24% | +31.7H%
Survey, Design and Consultancy Operatons ik 10% 10,085 17% | +1248%
Salge par Ragions
4 s
Disita
ONY gndion) | % | ONY podion) |
Wainland Chira SAMI | DETR S2901 | OT0% | +0R%
Outsicke Mairiand China palirs] 4% TR 47 | +185%%

China Railway Construction Corporation’s businesses cover
project contracting (railways, high-speed railways, highways,
bridges and tunnels), survey design consultation, industrial
manufacturing, real estate development, logistics, trade of goods
and material and capital operation. Established in 2007 in Beijing,
the company is under the administration of the State-owned
Assets Supervision and Administration Commission of the State
Council of China (SASAC). In 2015, the Company moved up to
79th in the Fortune Global 500 and was ranked 13th among China
Top 500 Enterprises. Total sales rose 19% to EUR 86,120 million.
The construction business is considered to be the core and
traditional area of the Group, which achieved total construction
sales of EUR 74,471 million in 2015, which represents more than
85% of total revenue. Compared to other Chinese groups,
margins are lower and indebtedness is higher. The company is
listed on the Hong Kong Stock Exchange and its market
capitalisation amounted to EUR 15,496 million as of December
2015. Market capitalisation to book value ratio is below 1.

Financial Ratlos

Elra g [=2- 1Te
Capitalizafion 121 TEAM CHNY
Ertresgrize Walue {EW) 156 672 M CHNY 180 534 M CHY
Waluatkon e mTe
PIE rafia (Frics | BFS Eihs B17x
Copitaliafion | Flesvesriue 0,19 0,18
En  Rerwesrioe ,25x 1,24y,
En EBIMDA A ATX 4,
iedd JDFE ¢ Frice 1,79 1.97%
Price fo boak, (Frice | BWRE 0,50 LB
F'rﬂ-Tr[-ED-l“'l'_l" e 01T
Operaing Mangn (22T ¢ Saies S.Tov G585
operaiing Leverage (Dol E2IT ¢ Dalta Saies) 271x 155
Het Margin et Fro't ! Raissmas 2.28% 230
PO bt Frodi ! fessek) 28R 2348%
ROE bt Froft | Soukics .7 N5
Flaater of Diwidend 187 161%
Balance Shest & I'I-EI'_I|'B|B g [=2- 1Te
CAPEN | Sl 30T 34T
G Fliowr | Sallies S0 3,0
Caopyital ridermaty (fasehs | Sales 0,50 0,76
Financal Lewverage (et Dokt ! ERITOW) 1,00 1.01x
Incoms Statement Evolution
2010 201 2012 2013 2014 2015 20168 20178 20188
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Ferrovial is ons of the leading globs
oroviders of infrastructure =md services,

wiith 5 workdornce of approsimsaly 74,000
employsss and operstions in more than 25
courries. It is included in the prestigiocus
Diovwa Jones Sustainability Index, FTSE4Go0
ridex =md the Carioon Disclosure Project.

The meost significant current sharehelder in
Ferroyial, 5.4 is Rijn Capital BV, cvmed by
Ferrowial’s Ohaimman, wihech holds 5 20.3%
roerest. It is folbowed oy Menosmares,
LU, Siemprelara, 5L U, amd Sogiznoor,
L.LL, which hold 8.2%, 4.2% and 2.5%
of totsl shares, respectively, among
ceheer minority sharehclders. Al ghe

orementicned companies are controlled
oy the Dl Ping family.

in

Two ofthe Growuo's main ssssts are
Canads's 407 ETR highww=y and London’s
Heathrow Arport (both acoounted for
UEing the equity method)

Ferrovial slso prowvides municipal services
o more than 800 dtes within Spain, and
oo the millicns of users of the Madrid
metro system i slso performs work on
the hundreds of klometres of streets
and higkr
msirtensnos services and utilities services
m the United Kingdom.

Ferroyials activities are divided inos four

ousmess lines:

Services

Ferrovisl Bervices iz an internations| leader
m providing solutions im & range of services
that include wtikties, highwisys, wiaste
rmagement, rail, mining, justice soéutions,

=ment anad

The division is basically

into thres geographics
[represanted by Amey). Spain and other
internaticnsl activities {both hesded by
Ferrovial Services)

The division's total resenue grew Dy 11% 1o
ELIR 4,897 million. basically esrned im
= and Spain, wihich represent 63% and
348 of worsl Services ssles, respectively In
both oountries the Group ranks amon.
tep three serice prosicers.

The soguisiticn of two companies in Poland

[Amest Mamiensk and Pro EKC Maturs]
and TPT LUk, in dhe Unived Kingdaom,
allowied Ferrovial Services 1o increase its
capabiftizs in different fields wihie able oo
expand its pressnce in Burope

Construction

Ferrovial Agroman is the division of

tha Ferrovisl Group that carries out

diil enginesring, onstruction, weber-
related and industrial projects. i has

& consclidsted presence ind =M
mark=sts such 3= the United Ststes. Spain.
Zanads, the United Kingdom, Australis and
Foland. Construction is the main aoow
of the Group due to its selid historical
trend of groith and high profizability: but

E

also becsuss itis an sxcellent source for

cbtaining the required cash fiows in dhe

diversification and incermationsl expansicn
rODEES

Ferrovial nss been s pioneerin the
expansicn of Spanish constnaction

oo == into stable imtemationsl
mzrk=ts such 3= Poland and the United
St=tes, wheare they ngve estsblished s soid
presence through its subsidisriss Budime:x,
Ferrcvial Agroman US and YWebber,

Im 2015 the s=gment experienced
sigrificant rewenue growth, cbtaining EUR
4 287 million due ma 0 &M incresss

in imternatdonal sales, which represented
simost 81% of tonsl ssles.

The corstructon order book amounted
to BUR 731 millicn, with motable projects
such as the Thames Tidsway Tunnel (UKL
the reconstruction of the |-Z85 (Gaorgia,
U5}, & section of the 53 and 57 {Poland,
Exmension || of the 407ETR (Canadal, ard
onnectivity improsements at Morthern
B=sches Hospital [Australisl

Alrports

Ferro = cne of the lesding private
cperators in the wiorld, i fiour operative
sirports in the United Kingdom. The Group
is the largest snareholderin b=
Airport Holddings (HAH) ower which it
maintaims 3 25% stshe. The company is
al=o the industrisl partner atthe sirpores
of Aberdeen, Glasgow and Scuthampicn
[AEE). with = S0% szake.

e

I 2015 Fermowvial Airpores handed 89
millicr passengers, 3 2.8% inorsass onthe
20714 figure.

Highways
Through its subsidiary Ontra, Fernowisl is
cne of the leading private developers of
transport infrastructure inthe wordin
terms of numiber of projects (27 in total}
znd highwesy klometers managed (1,877
kilemetars). The Group is ourrenthy present
in Canzda, the United States, Spain, the
United Kingdom, Por reland, Greeos,
Celembis and Australis

Total revvenue grew by 1854 o EUR 513
millicn due to the contributicn from the
US4 Tell-Rosd and due to the overall traffic
incrasss in the concession portfclic. The
economic recosery and lower ol prices alsc
contribused to this outcome.

Letter from the chairman

rovial at a glance

Strategy and value creation

Ferrovial in 2015
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2015 Performance

Group sales increased oy 10% to EUR 5,701 Key Data (EUR Milllon) 2015 2014 2013 1':’06':.:';3:}.;1
millicn in 2015, principally explained by ¥
the growth recorded by its construction, Assars
services and highwsys divisions, positive MOM-CUPrEnT 3338t 16,821 19426 17142 (13.4%)
operating performance and the strengtn Current 335812 2.563 5,047 5,678 41.6%
of the pound sterling and the US dollar Toszl azzets 25,384 25 473 22 820 {0.3%)
ggginst the euro. Liabilities and equity
Equity 5,541 6,021 2,074 8.6%
In 2015 net attributable income was EUR Mon-current liabilities 10401 1407 1733 (25.8%)
J20million, up 73% compared to the Current lisbilities 5442 5435 5013 55.3%
previous year. This increase was caused Total liabilities and equity 25354 25473 22,320 (0.3%)
by some non-recurring results relsted Statement of profit or loss
principally to divestmenis and 1axes. Sales 8701 8,802 8,166 10.2%
Mational zales 2,694 2709 2,350 (0.6%)
The Group's order book grew by 3.5% to International sales 7007 6,093 5.576 15.0%
EUR 31,531 million. In 2015 Ferrovial was Construction sales 4,287 3942 4084 §.8%
gwarded seversl significant contracts in key Mon-construction sales 5414 4,880 47102 11.4%
méarkets (the US end Canada), 85 well asin EEITDA 1.027 983 334 455
new emerging markets such as Australis EBIT 201 743 827 21.3%
gnd Colombia. Met income 631 352 701 79.3%
Met income sttributable to the Group 720 402 727 79.1%
Other key data
Met debt 4524 6,230 5,352 (27.4%)
Order book 31,531 30,460 25616 3.5%
Market capitalisation 15,270 12,029 10,317 26.5%
Sales by geographlcal area 5ales by segment
12,000 12,000
10,000 10,000
I
5000 . 8000 S
B - B
4,000
0
2015 2014 2013 2012 2015 2014 2013 2012
M Spain B Poland W Servicss W Airports
United Kingdom B Other countries Construction W Jters
W The Jnitea States W Highways
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FERROVIAL

Businass Summary
Dasigne, conetructe, opsrates and maintenance of traneport, urban and sarvica Financisl Ratios
Infrastructurs

Cl"tra Izs pramp == O1Te

"'I Ferrovial SA engages in S investmen and developmesnt of ransportion infrastructres.
apntaliraSon 13 317 M£
I operaies $rough e flowing sagments: Canstructon, Senices, Tl Roxds, @ ez WValue (EV] 15 335 M< 18 455 M<
Airports,

an;;:..JL.u’lmgu i desigres and performs pubiic and private warks such as roads, highways, arports, an o ——— 27 Ex 28.4x
' apitalization | Recenue 1.31x 1.25x
The Services sagment imvalves in e manenanoe and uheep of infastuciures, Balifes, and buldngs, was) W Fleresriue 152w 1.7
callecion and restment; and rendering of afer kinds of public senioes. FESMDA 19 4x 18 dx
e {OFS ¢ Price] 4000 4.18%
Ther Tall Roads segment develops, Snances, and operates llways such as 407 ETR, Nort Tarrarn Express, LE e Bo book: (Price: ¢ EVES) 2. 10x 2

Exgress, Indara Tall Rasd, Eurasout Azares, Madid-Levante, and Ausdl | The Arparts sagment devedags and run
1 Hemtrow, Glasgow, Mberdesn, and Soufampion Arperts.

rofiabaity e F01TE

The compearry wers Surded by Ratad del Pingy Morenain December 1952 and is hesdquartered in Madrid, Saain. perating Margin (52T ¢ Sakes) T S5
serating Lewerage (Delts BT ¢ Dela Salkas) - -
Humisar of smployess . 74 052 persns. ot MAzrgin (et Frodl | s 4570 43T%
O (Pt Profit ! Pl 240 1.B5%
Salag par Businassas OIE (Pt Prodt ¢ Ecuitacs) TOENR TIOT%
015 e of [Divwichesnd 1% N
Dsita
i % ELR %
alanos -ﬂ'lwt.ﬁﬂﬂj'ﬂﬁ fraeg 1= I1Te
Services a1 | 487 | S | NI AECH | S 525%  4.18%
Canstruciion 1542 | 4% 207 | 442 | +ATER a=h Flow ! Sale= TR 0%
Tall Raads 200 L0% 51300 S | +1875% aptal Infermsity (fasets | Sakas] 2105w 2.55%
Cher 1w Do & D imancial Lewernge Phet Dwabd | EBITW] S41x 5 3=
Airprts 4900 0% 00 0% | -1t%
Salas par Riaglons Incoma Statemant Evolution
05 T 15000 2010 201 2012 2013 2014 2015 2016e  2017e  2016e
EURnMWon) | % |EURMMWGon | % ol -
Urited Kimgdom | Jdd% 1AM J96% | +14.55% .
Spuin . 306% A4 | e 055 e e
Lirited Stoves . 145 1385 | 43| 57X E 7500 -
| | e
Pfered 117 1283 1% | 4o p— . i 8 X . -
Ot ) 5% 714100 T4% | +5331% i [ " 3
Canexda 10000 1% 17300 1.6% 7T I 1 " [ » -
L] T r - - - - =-_ - = oaw
I W saies Opersting profit Bl Netincoms  -e- Net Margin - Operating Margin ]
Financae - Leverags
1850 23,000 —— 2010 2m 202 203 2014 2015 20188 2017 2018 ——
a0 22000 |
1750 21,000 |
o 20,000 10 0DD " - 200
19,000 | =
1650 15,000 | . L I £
1600 17,000 £ LR \I"\ - 5D
1550 16,000 E | O — g
. = a0omy - %
1450 13,000 | 3
" 12000 |
150 11,000 “zoom =
10,000 |
1300 9,000 30000 4 oo
1250 5,000
1200 2000 [ I swss Wl Financsorpent M EBTDA - Lewarags ]
1150 6,000 o . -
5,000
100 4,000
220018 02JAN15 1-Mar15 22-May-15 LIS 09-0a-15  15-Dec-15  25-Feb-1s 05 My-ls  I5-W15  Z35ap1s Source: 4-traders.com
Weekly Chart Of Larsen & Toubro Ltd - www. TopStockResearch.com
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POWER CONSTRUCTION CORPORATION

Businass Summary
Engages In conetruction projects and provides enginesring coneulttancy

/
r slmm G C i C
‘y Power Consiruction Corp, of China Lid. engages in’ planing, desigping, consuling

vl works construcion, instaldion, and manufchring senioes in e Seds of
Frycrapowes, fermal powe, new energy, and infastuciure
H iz inmvalves in rel esie, invesy

ment, fnance services

Is serioes and producks indude ydropower, ermal power rasmizsan ad disiibution

rirasirucire EXQUIEETIANT manufachr ! arvd reeal et

TEW TR,

The compeny was founded on November 30, 2009 and is headguariered in Bajing, China

Humbsr of empheyess : 115 083 persans

Sales par Businassss
a4 A5
Daita
CHY & Mlan) % CNY fn MMan) %
Survey Desiy and Engjneering Corfrackor 1826 iR 184995 | BOTR | +2198%
Ot 4N 5% 13,588 A% | +B4TT
Rl Extorie Business, B 5% 12,858 A% | +5297%
Pewer Investmant and Cperafions 5212 iM% 8008 1% | 3067
Ecpaiprnant Marufachuring avd Lesng 1861 1% 18901 08% | -91%%
Bumress
Salan par Raglons
A4 A5
Daita
CHY & Mlan) % CNY fn MMan) %
China 124908 | Tod% 157,38 | 7% | +2598%
Imerriional 07| Mi% 51848 | M%) 47w
Gl 1450 0% -
Managars
Mt A Since Tz
Zong LinMa =] President & Direciar
Ji ¥iamg Fan 7] 20H Charman

Power Construction Corporation of China, which was founded
in September 2011, was ranked 7th in 2015. The company, an
industry leader in engineering and construction, performed 1,565
overseas projects in 110 countries in the year. Power Construction
Corporation of China is present in markets in Asia & Pacific,
Eurasia, Latin America, Africa and Middle East. The Group owns
international brands with a high reputation worldwide, such as
Sinohydro, Hydrochina, Sepco, Sepco III, and Hypec.

Financisl Ratios

L]
Copitaliradon
Erfrepr = Walue (£

paEp = 1T
B30I M CHY

172380 M CHNY 17T F1EM CHY

Waluation framp L= framp g
VE rasia (Frice | ERE 14.7x 13,0
Coapntaliradion ¢ Rersermoe Ll o Ll
= Peerseriue 073 [ =05
BRI B01x 7.1
Yield (DFS-¢ Price 1.88% 1.72%
Price o book (Prics: | EWFES 1348 1.23x
F'I'I}ﬂtE.}-tj' P 1= 01T
Oiperating MMangin (52T ¢ Sales SV O3
operating Leverage (Delta BT ¢ Dadta Sales] Eir s 1. 1=
et Blzrgpm Pdek i 247 241%
PO (Pt Frocit 14800 1300
ROE (Pt Frofit ¢ Eculics 485 1%
Hlostes o [Divwichessd 21 5% 2250
Balanos Shest Analysls oiEe  I01Te
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Tk Florw § Sl 49 S92
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Sources: Deloitte and 4-traders.com
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Jouyguss is a diversified industrial group
whaose oorporate oudturs, shared by sll

of its subsigiaries. is distinguished by
Droject MEnsgEsment exXpertise and Fuman
resouroes management The Group
ooerates inover 100 countries and has a
workforce of 120,254 employees.

ts miain shareholders are forsign (37.3%).
French sharehclders comorol 20.9% of the
(aroup. employees 214% and SC0OM (3
oompary controlled by Martin and Cliver
Jouyguss) represents 20.2% of tots
shares.

The Bowygues group operstes inthres
=actors of activity: Constmuction, Media and
Teleooms.

Construction

Bouygues Constructon, Bouygues
mmaobiker and the listed subsidiary

Codas represent the Bouygwss Groups

oorEtructon Dusinessas,

Bouygues Construction designs, builds amd
opeErates structures imdiuding public and
private buildings, trersport infrastrecture
and energy and cofMImrication networks.
Tokal sales grews by 3% 1o EUR 11,776
million, representng 26% of total Growp
=ales. In line with 2074, the EBT margin was
2.9% in 2015 In 2015 the order book stocd
&t EUR 19.3 bilkan, 7% higher than in 2004,
with imernaticnal markets sooocunong for
SEm

A= France’s lesding property develoosr,
Jouyguss Immiobifier develops residential,

ABOUT US

commerndal and retail park projedss from
thirty-fiee bramdnes in France and three
internaticnsl subsidiaries. In 2015, wotal
rewvenue fall by 17% to BUR 2,297 millicn.

Oodas is 8 listed transport infrastructure
compary in which Bowysues holds an
cynership interest of 96.6%. it operstes
in all areas of transport infrasoructunes
oonsTructicn and maimtenance. it has
owo main opersdng divisions: Roads (its.
oore business, whidh accounted for E1%
of ssles) and complemencary Spedalized
Activities. In 20715, ootal revenus fell by 3%
compared to 2004 and amounted o BLUR:
11.85& million, representdng 57% of total
Group sehes. The main factor was the sharp
corkraction in the roads markst in Framce,
&t Decarmber 2015, Colas” market valus
amounced to EUR £.557million.

The order book at December 2015
stood at EUR 7 bilon, 2% [cwer than in
2074 The grder bock reflects the trends
chearved over the last two years: grovith
inintemational activity together with
contracton in the domestic market, since
orders in international and French cwerseas
markets wers 4% higher st EUR 2.3 millicn,
winide orders in mainland Framoz were 11%
lower at EUR 2.7 milor.

Media

TF1 is the l=ading private media groun

in freeview wlevision in France, whose
mission is to inform and encertain via

four fresview charnels, seversl pay-TV
speciakmerest channgls snd & number

of digital offshoci=. The Growp corfirmed
its leadership with an sverage 27 7% totsl
audiencs share of the TR Group’s freeview:
channels in 2015, Sales in 2015 smounted
te EUR 1,964 millicn, 10.5% lcwser than in
2014 due mainky to the deconsclidation of
Eurcsport Internadonal on 20 May 2004
and of Burcsport Framce on 31 March 2015,

the divestment of Onelast in the fourth
guarter of 2074 and the discontinuaticn of
the Styla channel inlate 2014

Telecoms

A majer player in the French electronic
ommunications market for over 18 years,
Biowrygues Telecom constantly innovates in
oroer oo mske digzal life essierforits 14
millicn customers. Total sales increasad
to EUR 4,484 millicn in 2015, 1.6%

higrer than in 2014, 32 & result of rooust
commercia performance and the repricing
of dve mobile subscriber base Bouygues
Tescom's sales anc EBITDA increased for
the first time since 2070

In 2015 Bowygues soguired the entire
shars capital of BT) Développement,
innowation and shareholding management
consuttancy firm, subseguently renamed =
Bouvzues Dévelopoement.

Cither

Bouyvgues isthe leading sharehaolder in
Alstom {with s 232% interest). ltwas

@ glokbal leader in power gereration,
powear transmissicn and rail transport
infrestructure. Howsever, simos the sale
of its emergy business itis now focused
entirely on rail transport SCTivities.

2015 Performance

In 2015 the Group's ookl revenue fell 2% 1o
ELR 32 428 millicn, while EBITDA remained
stable compared 1o 2014 The Group's
ordar ook gres by 4.6% to ELIR 28 951
millicn. Bouygues Corstrucion represents
G67% of the total backlog. wihile Bouygues
Inmabilier and Colas represent ‘3% and
248, respectively

e

e

R=CE

52

‘ REcEz = 5 —— 1
SHHORE SRS SORSIREEHON

Together with our partners and clients. Bouygues UK delivers award-winning construction, development and

Bouygues UK operates under the following
Management Units; Construction, Housing
and Thomas Vale, and our property
development and regeneration company,
Linkcity UK. In recent years, we have
increased our presence in the UK through the
acquisition of Warings, Thomas Vale,
Leadbitter and Denne. These, together with
our existing operations, position us as a
major British player with a combined
turnover of around £800 million,
approximately 150 sites and 1500 people

=g projects to the most exacting standards across public and commercial private sectors

From mixed-used commercial developments and schools to luxury apartments and signature public buildings,

Bouygues UK and builds in

p-
the entire life-cycle of each project

projects, backed by intelligent management throughout

Bouygues UK has offices and sites across the UK and draws on the heritage and support of the Bouygues Group,
which operates in over 80 countries spanning construction, civil works, energy, services, telecommunications and

media

Through a strategy of steady organic growth combined with targeted acquisitions. Bouygues UK has built the optimum
team to deliver the construction and infrastructure assets of the UK. We have integrated best-in—class companies
including Leadbitter. Denne, Warings and Thomas Vale — all respected specialists in their chosen markets and regions.

It is this local expertise and focus on intelligent, competitive delivery, twinned with the resources, reach and backing of
our parent company that gives Bouygues UK the edge, delivering work with passion, flair and innovation

Building the future of the UK is our greatest adventure. Be part of it.

Sources: Deloitte and Company Website
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Variation
Key Data (EUR Million) 2015 2014 2013 2015-2014
%o
Assets
Mon-current assets 18,210 18,504 17,684 [1.6%0)
Current assets 15,520 158,364 15,465 (4. 704)
Held-for-zale assets and operaticns a5 - 1,151 100.0%
Total assets 33,835 34 868 34,304 (3.006)
Liabilities and equity
Equity 9,293 9,455 5,684 (1.7%)
Mon-current liabilities 7,562 2,308 2,952 [S.004)
Current liabilities 15,980 17105 16,495 107 54)
Llabllltl_es related to held-for-zale ) ) 165 100.0%
operations
Total lizbilities and equity 33,835 34 868 24,204 {3.0%4)
Statement of profit or loss
Sales 32,428 32138 33,345 {2.1%)
Mational sales 20,058 21,271 22118 (5. 7%)
Imternational sales 12,370 11,867 11,227 4 295
Construction sales 25,963 26,515 20,275 {2.1%)
Mon-construction sales 6,465 56,623 FOF0 [2.45%46)
EBITDA 241 2418 2,835 (0. 3%4)
EBIT G B85 1,344 G.0%
Met income A80 1,064 (B8] (51.504)
et income attributable to the Group 403 BO7 {757) {50.1%40)
Other key data
et delbt 2,581 3276 4,427 (20 .4%7)
Crder book 258,951 27,700 27,510 4. 6%
IMarkst capitalisation 12,513 10,070 B727 25.2%
Sales by geographical area Sales by segment
40,000 40,000
35,000 35,000
25,000 25,000
20,000 20,000
15,000 15,000
10,000 10,000
5,000 5,000
2015 2014 2013 2012 © 2015 2014 2013 2012
M Frarce B CentralfSouth America M Construction Telecoms/Media snd eliminations
Rest of Europe M iziz-Pacific
B MNorth America B Africa and Middle East
Source: Deloitte
e —
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BOUYGUES
Busingss Summary
Provides commercial, highway and resigentlsl construction and moblla Financial Ratios
talacommunication sarvicas
Hlzs o [ 1T
BOUYGUES [ s 5 provides consirclions B bulding, dvil warks, eergy and services,
- hnv;JLa“.deL carstrucians fr buldng, avil works, ewergy and sevice o ——— 10 282 ME
pregwerty, reeeds and oodls, . _
Ermrepri=e Walue {5 12 374 ME 15 D00 ME
Thee compary provides commercial, ighwary and residerial constructon, and mokile
tedacmmuricafion sevices, Waluation So1Es 20T
=E rofo (Frios [ ERE) 25 1= 14 5x
I prenviches cometruction businessas, Ll Rogadiiagtateghia it DU gl il iy v oo, ':.!l:l‘ﬂi.-'.’.!".il\:rl [ = Fe—— m [l_ﬂ'll
Ther cormgery wis faurded by Francs Bouygues in 1952 and is headguarierad in Paris, France, E,:, :: :;I-T:I.l"'. - 457x
Humibar of amployess : 12 254 s, Wiedd (DES ¢ Frics) S41% f4rs
Price o book: iPrice ¢ BWFS] 1.28x 130
Salan par Businansan
W Profitabiiity Ea D017
14 s Daita Oiperasing bMargin (52T ¢ Sakes) 285 3a5%
EUR fndiMon) | % EUR fndilon) | % operating Leverage (Deka EENT ¢ Dela Sales) -  DEX
- _ Mt b argin et Profit (| Fossemia] 1.21% 214%
i 12xe| ROV, (Pct FProft / Besct] 175% Z70%
Foacn L - FUOIE (Pacs Frot @ Baulias) 530FE  SIE%
Talaoams 4813 1% - Flater off Dhreided 141%: 7r.e8%
Property am Gd% -
Media 2| o i Batance Shest Analysls I 01T
. , CAPEN | Sole= 4935% 475%
Bouygues 54 & Ofer 1500 e ] 1700 01% | +1130% Oty Florar § Sl Y v W T T
Colas - A 37 Coapital Intermity (fascts ¢ Salas) Ll 07
Buygues Building . 0 B Firancial Leverage Phet Dabd [ BT 1.07x 037X
Beaygues Tedocom - 45| 1B
By Prapery - 22| 1%
TF - T S .
P — 2010 20M 2012 2013 2014 2015 20188 2017e 20188 —
Salot par Ragions
04 s sooon | ge— R -
ELIR i R ELE i Rl Daita . - - - 5
EURfnMWon) [ % | ELRfoMion | % e 200004 ) 1 L
France NI 0 N M| AT £ - i — R (=
Curepprn Urien 19| HE% WG| HE | 1T = ot L e
Narth Amesica 2073 &% W5 w0 +18.08% o M - — - — — — -
Aot Pacific - Oomania 1,544 St% 158 P | +402%
- ~10 000 + - v T T T v T T %
Africa 1341 & 121 il 4% [- Salss Operating protit [ Hstincoms  -e- Nst Margin - cp«smguagm]
Peest of Europe 1,164 1% 127 il | +1M% e
Oonria o % 30 1% | HAER Fanancss - L .
Coriral & Sout America i 07% mm DE% | +2480%
—— 2010 20m 202 2013 2014 2015 20188 20178 20188 o
Ll M e AN AN oA +Fan N T
Bouygues UK operates under the Management Units; 30000 - - o
Construction, Housing and Thomas Vale, and its property g
development and regeneration company, Linkcity UK. In recent 5 20000 3 i A 3
years, they have increased their presence in the UK through the H s . e
acquisition of Warings, Thomas Vale, Leadbitter and Denne. = oot g
These, together with existing operations, position Bouygues as a ol as "
medium sixed British player with a combined turnover of around
£800 million, approximately 150 sites and 1500 people. The four P : : : _\ .
key UK building businesses of French contractor Bouygues W sstee WM FinancsorpDsbt BN EBMDA  -e- Lewerags |
however fell into the red in 2015 after being hit by - - -
challenging market conditions. Bouygues (UK) ran up the largest
loss at £19.4m with regional builders Thomas Vale and Denne Sources: Deloitte and 4-traders.com
Construction each suffering losses over £12m and ] B Leadbitter
running up a £9m loss.
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METALLURICAL CORPORATION

Businass Summary
Engages In the metallurgical enginsaring and conetruction businass

Metallurgical Corp. of Chire Lid. engacges in e metllurgical engineesing and construcion business

I aperatiess $rough fve sagmestts: Enginewring and Construciion, Equipment Manugaciuring, Resouroes Develoomet,
Property Develgpment, and e

Th '-'I\'J TERFITE] v Cormtruction sgmen U"th'dt!ﬂ-t!’lg TRENIFK], COPSUCian and ot related corrach TH] SECES
g and ner-mesty QI s,

T Exquiprmertt Marnfchuring segment praduces metiiurgicl equipment, sk shuciores and o metl products
Thir Ressenreos Desved gt sagrmer engagess in e develaprmast, miring and processing of mineral resouross
Thwe: Property Developrment segrment develops and sedls residertial and commerdial properfies

Ther Crifwer sgrment periaines bo rading achvifies, consuling and firanos servioes,

The comgeary was founded on December 1, 2008 and is haadguartersd in Baijing, China

Numibar of amployaas - 103 238 persones

Salon par Businassan
2014 M5
Dalta
CHY dn Midon) % CNY #n MMon) %
Contracir 178,261 Eid% 184,301 BEfR | 445
et Estoter Devedprment 27| 108 13,405 B% | 14k
Equipment Manutaciuring 10,205 45% 8502 &% | 16T
Resouroes Development 418 16 255 4% | -
Ot 254 1% 219 | -112%
Sales par Raglons
014 M5
Dalta
CHY dn Miidon) % CNY @ MMan 1
Chima 20158 | 0d% 01082 | pASR| -118%
Ot Coourriess 12142 58% 18,142 TR | 4%
Managare
] g Sircs Tida
He: Ting Shen &2 200 Presdent & Executive Direckr
Wen Qing Gua, MBA 52 2008 Charman

China Metallurgical Group is a large conglomerate operating
in various specialized fields, across different industries and
countries, with engineering and construction contracting,
property development, equipment manufacturing and resources
development as its principal businesses. The company is one of
the largest comprehensive engineering and construction
companies in China and throughout the world. In 2015, total
sales amounted to EUR 31,165 million, while EBIT margin was
2.7%, approximately 3 percentage points below the average
profitability figures recorded by the Top 20 EPoC companies.
Construction and engineering projects represent more than
85% of total revenue. In this context, and taking into
consideration the other Chinese groups analysed above, it
seems that diversification is not a major concern at these
companies. Market value amounted to EUR 5,310 million,
significantly lower than other groups such as ACS or Bouygues
whose sales are similar to China Metallurgical Group’s.

Financial Ratlos

s
Capitaliation
Erfrepri=e Walue (W7

Py =2 01T
T2F1EM CHY

MaIFTM CHY NI 252 M CHY

Wahrstion frash]=t= ramh g =
E rafia (Frice: | BFS 15.5x .o
Capitalizaton ! Flesverue 0L3F1x 0 Z6x
B Rlerveriee L= [
= EEITIOWA, &, 15x T.20x
Yiedd (DFS ¢ Prics 1.47% 1.55°%
Price w0 book. (Frice: | BWFES 1.23x 1.13x
ProTiabiiity IoMEe  I01Te
Oiperawireg Marngin (52T ¢ Sakes A0 3B
aperating Leverage (Dwaka BT ¢ Dala Sakes 1.51x 0, 58x
it B i (Pek Profil (| s 247T% 2Z51%
RO, (Paat Profit ¢ S 15900 10900
FUOIE (Pdat Froft | Ecwiltics 3N 103
Rimter of Direiickesnd 2.7% 180%
Balanoa Shast Anahysels IoiEs  Z01Te
CAFE ) Sales 0LESH D615
Carsd Flow ¢ Sales ST 40T
Capital rterrsity (fasets | Sahes 1.55= 1.57=
Firmncal Lerserragpe (Pt Db ¢ EEITIONW S1T= 250
Incoms Statement Evolution
e 2010 201 2012 2013 2014 2015 20188 20178 20188 =
00 0DD

250000

Million CNY

0

B salcs Oparating profit

Tt

Il Mt Incoms

-m= Nat Mangin = Operating Margin

2013 2014 2015

20158 20178 20158

300 ODD

Milien CHY

I|II :
|
! 400
200 000 | |
I-'I 1~ 200
100 00D f ™
| - 200
o - - . - 'IIJ 1.00

500

Lavarage | DabtiEnida)

-

-100 DDD +——= T T

Wl zaies

M Financs or Debt

I =BmDA =- Loverage

Sources: Deloitte and 4-traders.com
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HOCHTIEF

Corporate Copy December 31%2016

HOCHTIEF

Providss construction ssrvicss to residential, industria, municipal and
commercial ssctors

HOCHTIEF

Hactief AG is 2 hdding compery, which engages in the ray et bsiness

It cperastess rough the fallowing divisions: HOCHTIEF Americs, HOCHTIEF Asia Padfic, and HOCHTIEF Eurape
The HOCHTIEF Amuvicas division refirs ko the frm's consrucion acivites.

The HOCHTIEF Asia Pacific division deesl with coniract mining aperafions.

The HOCHTIEF Eurvpe division develoos and marages infrastruciurs and resl estais projscs

The comperry was founded by Bty Helfmam and Philipo Helfman in 1873 and is headguartenad in Exzen,
i~ - "
DTy

Humibsr of employess : 47 120 perzres

Sales per Businassas
04 A5
Diaita
ELUR fin Aifion) % EUR fin Aiion) %
HocHied Asia Pacifc 37| S 859 | £24% | 2151
HoocHied Americas AA15 3% 10358 | 407% | +2019%
HocHied Europs 1,882 Br% 1,858 T.6% | -1581%
Corporae Hexdquerter='Corealidsiion 12508 00% 14058 0re | +124%
Sales per Reglons
04 A5
Diaita
ELUR fin difion) % EUR fin Aiion) %
Americas a87 | 0% 1058 50% | +1961%
Ausraia 8493 3% 58 AR A%
Azia 2883 1id% oM | 0% | «IE%
Garmany 1,258 5% 014 42% | AT
Rt of Europe ik 20% 8613 Itk | +dFe
Mica 042 e ] 0am 0% | +174%
Wanagars
Mame 7 Since Tille
Marcsling Fermdnder Verdes B 212 Chief Exeufive Oficer
Podrg José Liper Sménar MBS | 74 M Chairman-Supervizary Board
Jeré lracia Legrburn 5 2014 | Chief Operaing Oficer

Hochtief The UK arm of Hochtief saw profits slide as the cost
of bidding for a slew of projects impacted on the business.
Hochtief (UK) Construction saw pre-tax profits dive 45% to
£918,000 as turnover also fell 11% to £130m. Added
operational costs associated with bidding more work dented
operating margins which slid to just 0.7% from 0.9% in the
previous year.

Hochtief continued to increase its tender activities in line with
its three year business plan helping to keep a strong forward
order book of £160m, although this was down from £185m in
2014

Sources: Deloitte and 4-traders.com
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Financisl Ratios

Hza iy == franh rg -
Cropatalirasion 41 WME
Ertrepri=a WValues (B TT22ME T 408 ME
Waluation b [ 201 T
PVE rafio Price ¢ BPS) 24.1x 21.5x
Croptalicaton § Rewerue Od1x 00
BN Rereere 0,55 055
= EEITDA T 1o & 48
Yield (DFS- ¢ Prioa) 1.548% 2.18%
Price o ook (Frice: | BWFS) 3.15x 305
Profitabity iEe I01Te
Oiperating Margin (52T ¢ Sakes) IE5 I TEY:
operaing Leverage (Deka EBIT ¢ Deka Sales) - 1,35
et M argin (et Profit ¢ Reweru] 1.848% 1789
RO Tdat Froft ¢ fesat)] - -
FAOE (et Profit ¢ Eouilies) 14.68% 16.5%
Flate of Diswicend 45 5% 4700
Batance Sheast Analysls I0MEa IO Te
CAEEDN | S e 185% 1.58%
ooy Fliera | Sl IEEW 36T
Coptal Infermafy (fascts | Sahes)|
Firencal Leverage (et Dabt ¢ EBITOW) -0 55x -0 BEx
Incoms Statemant Evolution
20000 - 210 20m 02 13 2014 W15 e Ws  wiee
Yer - 20178
251000 Sales 21259 M EUR | e
- Operaing profit BOSM EUR =% o
= O | N e -
- - Operasing Margin 378
T 15000 -
H B =
£ wom A
5000 | - " ™
o — - — - , - - [ 0%
\ -
-5 000 T T T r v T T T -1%
[- Salos Opersting profit Bl Netincoms  -e- MetMargin -« Mg“agh]

Financss - Leverags

2010 amn a2 2013 014 2015

ol 17 20188

30000
25000

- 2m
20000 =
=
o= 150 o
T 15000 =
s 2
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£ 10000 o
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51000 §
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ACS

ACTADADE] TR O Y L O

Sinoe its incorporation in 1983, the A0S
Group has becomes 8 worldwide benchmark
rithe comstroction and servicss market,
with & workdfonce of sround 197,000
emoloyess ACE remaine the sscond-
Eurocpean construction group in terms
of revenue and the |srgest imnternations
confractor.

The Group’s mein shareholders sre Spanish
rwestors, Imversicnes Vessn, s comoany
oned by ACS” Chairman and CEC with
12.5% and Corporacion Finanders Aloa

owned T1.7% at December 2015

The Group’s portiolio is divided inoo the

Construction

The &5 Groun's Construction ssgment

= aimed at executing sl kinds of gyl
engireering work projects, buildng works,
oonCession projects and minimg and
property projects through an extensive
group of companies.

This business was traditionaly hesded
by Cragados wridl 2071, winen the Group
completed certain aogquisitions. The
rtegration of HOCHTIEF in 2001 maoched
the strategic chjectves for the sres, based
o maintsining a keadership position in
Spaimthrough Dragados and Indium, wiile
cornsclidating and imcernsticnslly expand

the Group through the German listed group.

HOCHTIEF has = smong [positicn in America
thincugh izs subsidisries Turner, Asdron,
Clark Buldars and EE. Cruz and in the
Asiz-Pacific ares through the Cimic Group
[formerty known a=the oon Grouph

n 2015 wotal constnuction sales decreased
oy almaost 1.9% oo EUR 25,319 milion.

Grupo ACS

Civil engineering c om pany

ACS . Actividades de Construccion v Servicios_, S0

However, slthough sales fell. tre total order
ook incressed by 1.3% duse to the postve
performance of the infrastructune areas in
the Unized Sostes. .

On s emaller =cale, Irdium mansges
oonicessons and puidlicprivate partnershio
ocontracts for transport infrastructures and
pubdic facifdes. In 2015 total sales amounted
oz BUR 71 imillion

Industrial Services

The AC75 Group's Industrial Services sreais
focused cnithe development, construction,
msinterancoe amd operston of ene
industrial and mebility infrastrucures
through a large group of companies.

Cue to the socelerated and swocessil
process of evoluton and internationalization
of the Industrial Senices area, the firm

is beooming a world keader in spplying
imgustrisl engnesring srd is slresdy present
on the five continents, espedaly in Amerca,
wiizne the divisicn cbtained 47% of its total
revere in 2015,

ri 2015 =ales of tre Industrial Services
area smouwnted to EUR 6,507 million,
representing 8 3.7 decresse with respect
o the pravious year, mainly cue t1othe sale
of remawal's sxsets in Spainin the first
quarterof 2015 On dhe other hand, the
rmofustrial Servioes order book moressed
by 5% im 2015, resdhing EUR B 421 millon,
dreeen by the increase inthe national order
ook and e major conracts gwisrded in
the imermations! sphere, espedsly those
relsted o the fied of emergy and the
develcpment of turmibeey industrial plants
in Latin America and counries like Ssud
Arsliz, Imoiz and Jspan.

Emnvi rom ment

The Emvircnment ares is fooused cn urban
SErOEE 3N wWasts trestment. faolitg
mianggEmet and logistics services. The
Environment Serdoes ity is mainly
carmied out by \Urbsser winich is coreidered
& leader in the manggement of urben solid

wasts trestment olants inthe Spanish
market and is consclidsting its positicn in
the Eurocpean market

Totsl division zales increased oy 34.2% 1o
EUR 3,133 million. This is explained by the
purchass of Ceceinthe s=cond semester

2014, EBIMEA of the Erwincnment 5
gl=o grew to BJR 342 million, representing a
T7E¥ imresse on 2004

At the end of 2015, the order bock of the
ACS Group’s Ervirorrment area stood at BJR:
8,776 millicn, eguivalent to 37 months of
producdon.

2015 Performance

2015 reverue remained basicaly steady.
driven by the performance of the
Constnuction and Indusrial Services
divisicrs

Met profit of the &5 Group amecunted
to BUR 725 milicn, represanting 5 1.1%
increase compared 1o the previous year
This includes the diffs
restrlcunng pr
by the Groupin its varcus areas of sctvity,
mainky in constructon, as well as the lower
contribution from industisl Services due o
the =ale of remewslile sssats.

The Group's order bock totslled BEUR 67072
million, whidh was sightly higher thamiin
2014, The Corsmruction, Emvironment and
Industrial Semices divisicns accounted fior
T3, 12% and 15% of the ootal backlog at
Dec=mioer 2015

is a Spanish

company dedicated to civil and engi

eering construc tion, all types
services and telecommunications. Wikipedia

Stock price: ACS (B
24 Mo, 10:35 CET - Dis

CEO: Florentino FPére=z (1997—)
Headguarters: Madrd. Spain
Revenue: 34 06 billion EUR (2016)
Orwwner: Florentino Pérez (12.7%:)

1E)

mer

€27.22 +0.13 (+0._48%)

Sources: Deloitte and Internet

L
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Variation
Key Data (EUR Million) 2015 2014 2013 2015-2014
%%
Assets
Mon-current assets 13,779 14,001 14,290 {71.5%)
Current assets 21,501 25,320 25,287 (15.1%)
Total assets 35,280 39,321 39771 {10.39%0)
Liabilities and equity
Equity 5157 4298 5480 6.1%
Mon-current liabilities 10,590 2,535 11,323 12.1%
Current liabilities 19,292 24 888 22 955 (22.1%)
Total lizbilities and equity 35,280 39,321 39771 {10.3940)
Statement of profit or loss
Sales 34925 24,887 38,3732 0.1%
Mationzl sales . B87 5,581 5,245 5.5t
Internationsal sales 29,038 22,300 33,728 (0.29%)
Construction salas 25,219 25,820 29558 {1.99%)
Mon-construction sales 9606 9,061 2,815 0.0%
EEBITDA 2,308 2,466 2,002 (5.594)
EBIT 1,439 1,588 1,645 (9.2940)
Met income 1,054 SZE 1,247 13.6%
Met income attributable to the Group 725 717 702 1.7%
Other key data
Met debt 2,624 3,722 4235 (29.596)
Crder book 67,072 83,320 83,419 595
harket capitalisation 5,501 116 Te72 (8.790)
Sales by geographical area Sales by segment
45,000 45,000
40,000 40,000
35,000 35,000 - - -
20,000 30,000 -
25,000 25,000
20,000 20,000
15,000 15,000
10,000 10,000
0 0
2015 2014 2013 2012 2015 2014 2013 2012
B Spain B Asia - Pacific [ | Con.struction £ concessions | | In.du-striél Services o
Rest of Europs W Africa Ervironment M Eliminations (other activities)

L
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ACS
Financial Ratice
Businges Summary
Provides civil anginesring servicas Slzs 2015 01T
Capntalizatan B 558 ML
Acs ACS Acividades de Consrucdion y Servicias 54 engages in e comstrucion and enginessing Ervreprize Walue (B 10731 M< 10 334 M=
DR e which sz i i wrk projacts.
wahuation s R [=) 01T
I cperatess rough the fllowing segmerts: Corstruciion, Industrial Services and Emvirorment. o ——— 7= o=
X x il ol i saton | Rlervesrioe 0,248 0,248
The Cormtnuction sagment caters civil warks, residental, and non-residential buldings. o 0.3 1%
The Industrial Services segment engages in the devalopment of appiied engineering servioes, installions and e EW /BB 451 A 15
mairenance of industrial infrasiruciures in e enerngy, communicaiions and cortrd systems seciors, Wik (DFS  Fricai] 4,300 ATV
Prince o Bk, (Frice: § BLEE] 2. 18 197

The Emviranment sagrment tenders infegral building maintenance services.

Profiabdlity fran] [T b I Y

The comparny was founded in 1997 and is headguariered in Madnd, Sgan, Opremrasiimg M zsrgim (=27 | Sala) L4819 48%%
; aperating Leverage (Dels BT ¢ Dalka Sabes) - i Lid
Humber of empioyees - 200313 perzeres. T T A —— 2% 217%
= T T - -
‘Salan par Businasean FAOE et Frodk | Soeies] 20.5% 15.1%%
214 215 Ranter af Diwidend S0 £80%%
an iuan] 5 an Lian] 5 Daita
ELiar - : Bt = : Balance Shesat &nalysls FoiEs 01T
Construcion 25820 Td% 50| TRSR| -184% CAPEH ) Soles DAy 2159
Industrial Servioes [ T 850 1E0% | -16F% Crarsh Florae [ Salees 445 4EF
Eenirtaml 23| a7 31| g | ey | ot Indensity (fesats / Saies)
Firancal Leverage ot Dot ) ESITDW] 102 B2
‘Salan per Raglone
04 2015 Dells . = =T
EUR fin §ifon] W EUR {0 Aifan) %
2010 201 2012 2013 2014 2015 20168 20178 20188
Urited Statess 9191 | 4% N2 | ORI | +ZER: Sao0a e
Australia A5G | 2O 8033 | T3 | -25F% 20000 :\ TTED
Spain 5,581 1% SAET | 1a0% | +54E% - u, . -, s |5
301000 -
e A | 138 491 W = i s . L e [2me
Memica 151 45% 1597 A0 | 158 g 2000 L o
Chira 1,461 43 2073 0% | 4 = 10 000 .
Garmary 1270 1% B34.38 2% | 2958
a - - L. —_ - - - - L .
Carada 1,050 % 1,080 Fe | +09T%
indresia THEI| 1% BRAT| 6% | -145¥ = = - - ; - : d : e
I- sales ‘Oparsting profit 8 Nstincoms  -e- Nat Margin = Oparating Margin ]
Pdland Lo ] 1.6% 57188 10| -TARR
Managsrs Finances - Laverags
M [ Siree The copog . 2010 20N Aoz 2013 2014 2015 206e 2017 e
Florerting Perez Rodriguer [i:] 2004 Chairman & Chief Evecufive Oficer -
40 00D - 500
Joi Tormars Saoo Firance Manager
30 000 . - g
o i o apraing ey ané preabitty o e an vy preec -~ g
3roup positions itself as a leading company globally in Construction, with projects in over 3¢ countries worldwide. E 200 =
Revenue Braakdown by Geographical Areas = a0 o ?
Asia Pachic, 36% L] - \ 3
10000 "_——'-—-__._________. - 100
~20 00D T T T u u T T 000

[- sales M FinanceorDsbt Bl EBMTDA  -e- Lmage]

Order Baok Breakdawn by Geographical Areas Source: 4-traders.com
Asia Pacific, 43%

Rest of Ewope, 10%

Spain, 6%
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SKANSKA

Skansks iz ons of the world's l=adi
project dewslcpment and constructicn
SToups, With experiences inconstruckdon,
development of commencisl properties and
reicentisl projects == well a5 publisprivats
partnerships. The Group cperatss in 11
oo niries intdhe Mordic regicn, Europe

and Morth America. With 3 workfioree

of approxdmately 43,000 employeas,
Skansks is the most important Sesdish
oorEtruchon group imtenms of revenue

Skansks's main shargholders are Sweedizn
finamcial and institutionsl compsanies and
orivate Swiedish individusls.

Skansks reported salss oFEUR 15,363
million in 2015, 4% higher than in 20714,
cibtained mainky in Nordic couniories and
the LSA

Comstructon s Shanska's largest business
SEEMENt in terms of reveny representing
BT of dhe Group's totad =3les in 2015,

The other businessss can basicsly bs
subdivided into residentisl development,
oommerdal property devslcpmernt and
mifrastructure devslcpment

Construction

Skansks's Conswruction business executss
builclim, cwil and residendal construction
weorkes. Shkanshks is sot
markets in the Mordic
~orth &merica, both in the private and

punlic sector: It also parforms serice-
related commissicors, such 35 constructicn
m=nagement services and fadlity opsraticn
and msintenance.

SRS
Our organisation

m 2075, the division's tots =sles rose

by 5% This segment represents S0%
ofthe Group’s total cperating income
Parformancs was pardodary strongin
Swweden, Finlarnd and Poland, while dhe LIS
WEs Negative’y aitected by cost incressss
incertsin projeces. In Latin Americs, all
constructicn projects were concluded and
maost of the cparations and maintenanos
umits wers divested in 2015

The order bock deoareased by 736 vo SEK
158 2 pillicn. Meverthelass, the oversll
constructicn market cutdood s posith
due 1o the strong Sawedish markst and

the positive outlock in cther Eurcpean
counkries, with the exception of certsin
ions that are dependsnt on the ensrgy
SECTON

Residential Development

Skansks develops modern homesin
Fttractive =nd sustsinable aress Fiscal wear
2015 sz strong residential deselcpment
thanks to imoroved profiability and capitsl
effidency. In this yesr 4 number of omes
=cid and starsed totaled 4,093 and 4,000,
respactively

The main resscns= behind these strong
results wers the favorable markest smd
affident project execution in Sweseden and
the Central Eurcosan operstdons

On the other hand, Boklok, wihich is 3
resicentisl concept developsea by Skansks
and IKEL, had very gocd profitability amd
coniributed o the improverment of this
SEgmTent.

Commercial Property Dewel ocpment
Skansks's Commerds Propsry
Developrment business sesmisnt
o Fealthy, gresen and efficient offices and
properties. Sasmshks initiztes, devwslops,
lzs=== and divests proosrties that

Thiz ==

contribisse to wel-being snd proficability;
both for customers and dheir employees.
ment ocperatss mainly inthe Nond

Regicr

Although 2015 s5les were kovier thamin
2074, oper ncome from property
divestrmerts reached its highest sver lewsl

Infrastructure Developrment
Skarmshks Infrastrocture Devslcpmeant
fimousss on =2 segments: roads,
including oridges and tunne’s; social
infrestrucours, such as hospits's and
schocls; and industrial fadlities, such ==
powvar stations.

This business lime is responsible for

Skar=ka's project development within
public privete partrerships (PRO). This
program conbnues to improwes inthe US
and is also showing signs of improvement
in Morssn

Oiperating income from Infrasmucture
Cevelopment smounted oo SEX 8583 milion
[20743: SEX 453 milicm). The cperstimg
income indudes = cspital gain of SEK 420
millicn om the sale of two hospitals in
Lordon, UK. Morecwer, intdhe previous
vedr, impairmere losses of SEK 193 millicn
weare recorded on wind posssr projects in
Swredsr.

It must be highligheed thet im 2015 Skarss
was named the preferred bidder for the
expansion of LaGuardia Ainportin Maw
York. In this context, in 2076 Skanshka
dosed the financing and entered into
legse sgrasemeant with the Port Autnority
of Mew York and Mew Jersay. The Public
Private Partnershio (PPR induces the
fimandng. design, construction, opersston
=nd mairtenancs of LaGuardia Airport
Cemtral Terminal B with 5 lease term
nurriErE until 2050

ST T T I T P P T
EEEECET IGEEEREE

The senior management team consists of the most senior 20 or so executives in Skanska
UK, who together manage the day to day operation of the business. Members are made
up of the company’'s executive management team, plus managing directors of core

business areas and the heads of support functions._

Skanska UK comprises eight operating units responsible for different sectors.
Each has a managing director and leadership team. There are also a number of
centralised support functions, called enabling functions.

The heads of the enabling functions and the managing directors of the operating
units make up Skanska UK’'s 25-strong senior management team. This team is
responsible for the day to day management of Skanska UK. They report intoc the
executive management team — the group responsible for setting the strategic
direction of Skanska UK, led by our UK President and CEO Mike Putnam.

Sources: Deloitte and Company Website

TR

Learn about Skanska’'s
history =

-
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The total order book decreased by 17%

S ; Varlatlon
£ SEK 122104 millien in 2075, mainy due Key Data (SEK Million) 2015 2014 2013 2015-2014
to &n order cancellaticn combined with a o
significent number of pestpened ardersin J—
the USA Building ares. MOM-CUMTEnt as5ets 18107 18,007 18702 0.6%
Current assets 78.560 TATET 68.830 G.45%
2015 Performance Totzl assers 97667 92774 87532 5.3%
Total revenue increased by 6.8% 1o SEK Liabilities and equity
153.049 million, due to the positive Equity 24 206 1,405 71339 1315
performance of the Construction and Maon-current lisbilities 3123 12733 10,520 (28.3%)
Residentizl Development divisions. As Current liskilities 64,332 58636 55,273 97%
& result, net income strrioutable o the Total liskilities and equity 57667 92774 87532 5.3%
Group rose by 24.4% to SEK 4,791 million Statement of profit or loss
in 2013. Sales 153.045 143,325 136,488 6.8%
Mational sales 34724 34371 33567 (0.5%)
Internaticnal sales 118,925 102014 102,521 9.1%
Construction sales 140,648 128,890 127,501 9.1%
Mon-construction sales 12407 14,435 B9E&7 114750
EBITDA 7971 7282 7442 958
EBIT 6,290 5405 5,555 16.3%
Met income £791 3.850 3,763 2448
Met income attributable to the Group 4780 3.843 3,765 2448,
Other key data
Met debt (1.411) 2,091 3,262 {167.550)
Order bock 122,104 147424 119,968 (17.2%)
Market capitalisation 07,739 68,972 24,042 (1.85%0)
Sales by geographlcal area Sales by segment
180,000 180,000
160,000 160,000
140,000 140,000
120,000 120,000
100,000 100,000
80,000 80,000
60,000 60,000
40,000 40,000
20,000 20,000
o . .
2015 2014 2013 2012 2015 2014 2013 2012
W Sozcen W Construction Crther activities
United States

W Cther Countries

Source: Deloitte
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SKANSKA Financial Ratlos
Slra panh == T
Businsss Summary [ 7B 452 M SEK
Provides cenetruction and rsa]satatedmw{:\pmt Barvicen Erviresrize Walue {EW) TE 510 M SEK 75 457 M SEK

SKANSKA

Sharmsin AB engages in the proect development and construcion business.

Walustion frng [ 0T
It aperates Srough the flowing business segments: Construcion, Resideniial Development, Commendal Property PIE raio (e ¢ BRS) 15 Ex 18 0
Dervedornent, and Ifrastrociure Developmes . Copitlization | Reverue 051 0,50
The Construcion sagment builds and renovates buldings, industial Bclifes, infastuciure, and residences. B Rerveriue 0,5l 0, £8x
Ev' ! EBIMTDaA 9,85x 89.55x
B also exsoutes service-reated assgoments, in anes such a5 consruclion services and Bxlity apersions and Yiedd OFEE. S Frice| 3.95% 4 15%
e, P oy Bl (Frice: /0SS 3. 15% 2,83
The Residerial Develogmant sagment develops resdeniial properfes dose t sanioss, recrestonl flifes and
e vt ks, Profitabiiity e ZTe
Operating Mangin (5217 ¢ Sabes] 4.25%  4,15%
The Commerdial Praperty Development sagment foouses an healfy, green, and eficdent ofices and properfies. aperating Leverage (Doks 52T/ Dolks S| E5&8% 0,37x
The Irfrastruciure Development segment deals with pubiic private parinership which engages in develoging, fnancng, hli=t Margin et Frofi ! Riewanus] A3mL 3156
buileling, aperating and mairiaining pulic fclifes such as lange haspitals, schads, airpors and highways. RO et Froft | Aasck] 250 5200
FOE et Prodt ! Eopuilies) 2005 18,7
The compearty wars fourded by Rudalf Fredeik Berg in 1857 and is headquartered in Stackhalm, Swedan, Plopte off Diwichersd B2.8% SE.0%
Humibar of amploysas - £3 122 perss,
Balance Shest &nalysls IoEe  FTe
S5488 per GuBineses CAPEN ) Gales 114 112%
Coarsh Flow ! Sales 380 3.91%
2014 A5 Daita Capital Iiesrrsity (fesncts ¢ Sados) 0,53 DE1x
won) | % SEM gnhon) | % Firsancial Leverage: Paf Dwabd | ERITDN] -0,28% 039
Caonstrucion 113,103 Fii% 123593 B4G% | +815%
Commurcial Property Developrman 10,143 7% 8995 0% | -1
Residenial Development 9551 7% 12298 6% | 28 76%
Conral RO | 4% 54| 2 %% R =
I astruchure Development 183100 0% 108.00 0% | M9 010 201 2012 2093 2016 2015 201Es 2017e  20Be
200 00D T
Sala par Reglons -
015 150 DDD
5 wion) | % —— L = T
O e BOTE | 424 B0 | ADO% | 42ME% § oot e 3 I i i A
Uriteed Sitess @28 7% HEW |  T0% | +1TATh = . o
Sweden M| 2% M1 | 23| 05 EL-ER o = " . e L
3 .
Hmﬂ ] -~ - . — - = = = = =1 oy
Mama hpa Sirca THe l M saien Oparating profit B Metincoma  -e- Nat Mangin - Oparating Margin ]
S Karlsiriim 59 1983 Presidert, Chied Exnoutive (ffcar & Direckr - B i
. . Financas - Leverags
Skanska UK'’s construction and development businesses
recorded a consolidated operating income (profit) of £38.4 million 00 M A2 13 N4 2015 N6 NiTe ke
. a1 . 200 00D 040
in 2015 on revenues of £1,430 million. This equates to an
operating margin of 2.7 per cent. During this period, £1,493
million of orders were booked by Skanska UK. 150000 1 N oer
H
During the year Skanska began work on a number of significant g toaom i
projects, including: the £140 million New Papworth Hospital in g =
Cambridge, which will provide patients, staff and the local = = g
community with a world-class healthcare facility; three AMP6 -
(Asset Management Programme) projects for Thames Water, 0 - )
Welsh Water and Anglian Water, worth a total of around £454 flll
million over five years; and a £32 million contract with A S — - ot 000
Gloucestershire County Council to upgrade 55,000 streetlights [ sae WM Fnancsorpent WM EBMDA  -e- Leverags |
across the county. In December 2015, Skanska’s Bristol . - -
development, 66 Queen Square, was handed over to new owner
Aviva Investors, completing Skanska’s first speculative Source: 4-traders.com
commercial development under the Workplaces by Skanska
banner.
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TAISEI

Financial Ratics
Businass Summary

Constructs offiea bulldinge, hotels, plants, slectric powsr facllities, warshousss, ?_m._ -
resltantial bullings and various facilties mptoisbon
# Ervireswime Wialue | B
TAISE] Corp. e in e comstruclion and engimessing business.,
“Waluation
TAISED | Wi frauh e folowing sspnents: Civil Engiressing, Construciion Cantracts, Reed st PE rofia (Frice | ERS)
Devedcprmest, and Ofers. Cooapn el i ot ) Flenyesrpoe
Ev' { Ferveroe
B EBEITDA
e (DFS. ! Frica]
Prisoe ta bodk (Prica | BWF5]

Ther Civil Engireseying sngrment covers infrastruchure: and engineening warks such a5 umeds, bridges, dams, and
s,

The Constructan Contracts segment deals with the construcion of housing and buldings.

01T pauh =
BEL B5Z M JFY
TEIF 643 M JFY 588 576 M JFY

01T g -0
.3x 10,8x
0,55 0,53
047x 042

1.54x 1.41=

The: Rt Esioer Dervebcrment segpmest cevelos, by, and sils land and buildngs. Profitabditty 20Te  S0iEs
Operating bargin (ST ! Sake-s| -
Thee Crfvers segrme incudes incderral busineszes reated o consirucion and leisure operations. operating Leverage (Dadka E2IT ¢ Dala Sakes) = =
Mt b argim et Proft @ Fevses | 431%  4.51%
Thercompery wars founded by Kiachivg Oieura in Ocicher 1373 and is hesdouertered in Tokya, Japan. PO bt Frofl ¢ Pemed] S04 5.20%
ROE ot Frofic ! Bcpdices] 14 13
Numbsr of amplaysee : 13 748 s et Tt EEE EE,::
Salke per Busingasen Balance Shest Analysls IiTe  0iEe
015 2018 CAPEN | S DB 1.08%:
S——— S— Dalta Cash Flow | Sales 437% 495%
AP 0 4ibe M EY e ! Caopittndl rilesrrsitty (feasols / Sabees) 087x 0,54
Bulding qr4EW | 0% AT | B3% | 40T Firtancial Lervesrages (et Daine ¢ EETOW 118x 144
Civil Engjrisering a7 B a1 A% At
Dewvedopment 17556 &M% 120305 78% | Mtk
Qe 1244 |  06% 12482 | Q8% | 402 T T R T
2 000000 201 2012 2013 2014 2015 2018 20178 20188 20138 o
Salse per Raglons

s 06 - ——

IFY fin Mtanl 5 IFY in Bian %

dapn 1573270 | 0% 1585090 | 0% | 178

Millian JPY

F— - I
&%
1 i 1 000 000 . k2
-
- W Ead
Wanags e .~

Mara Aga Sirca Tt " / *

Yashivuii Murata [i7] 1977 | Presiden & Represeiatve Dirocir 0 e W . W W.m N= W= .=

L

Taiuashi Yamauch il 1980 | Charman [ W saee o L]

B nstincoms  -e- Wet Margin = Oparating Margin ]

Finances - Leverags

2Mm 2012 2013

2014 2015 2018 217e 20188 20138

Taisei A domestic contractor. 2000000

700
No further research undertaken . e
1:500 000
S0 =
£
E, 11000 000 L A %
H H
= 500000 - 300 %
2 §
L
1.00
-500 D00 T - T - »—7—e—+ LOD
[- sates [l Finance or Dbt Ml EBITDA - Lmsge]
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=) EIFFAGE

Since its incorporstion in 1844, Effsge has
[zecome 3 lesding figure in the Eurcp=an
oomoessicns and publicworks sector,

The culture of constant inncwaticn,
commitment and expertise among the
Group's 4000 employess helped BEffsgs
oo germerate revenue of ELUR 14,080 millicn,
of which 18% relates to international
projects in around sewventy Couniries.

Siffage employess in France are 80 Sroup
shareholders, representing 23.7% of

total shares. The shares of the remseining
shareholders msinly continue to be fres
flost.

Siffage operstes thrnowgh four business
limzs:

Concessions and public-private
partnerships (PPPs)

n 22rS Eiffage Concessions continued o
ocomEolidste its stetus a5 & major player
iri e area of publis-private partnerships
[PPFL. Through such partnerships, the
Siffage Group = able 1o financos, gesign,
build and msinkain complex faolitas.

The division's total s3les grew by 4% o
EUR 2,731 milkon, representing 19%

of totsl Group reveriue. Im 2015 Eiffsge
stremzthened its positicn in the PRP arsa,
mairly dus b the signing of new contraces

Source: Deloitte

[WMetz University, Var Colegss and the
biclogy and health campis of Universicy

of Mamcy) Through its Eiffsge Rail Express
[BRE] division. the Group is constructing the
Figh-spesd "Bretagne-Pays de Loire” lins

Construction

Eiffage Construction is = major playerin
the sector, with 5 comprehensiee rangs of
bsimessas relsted to urban dewvslopment,
property development, oonstruction and
mairtensnoe and services works. Eiffage s
Corstrucdon division operakes through its
mary regionsl divisions in Francs, Berelux
Poland snd odher kocations in Eurcpe.

Im 2015 Construction division sales were
slight'y loweer thamin 2074, Meavertheless,
zince itwEs gwarded seversl contracts
throughcut the year, the order book
remained stromgz (EUR 4,762 millicn) and
represents sikteaen moridhs of sctivity.

Infrastructwres

Imfrastrocturas sctivities has expertise
scross the ful spectrum of businesses
relating to noad and rail consoructicn, cil
engmEering. earthiorks, drainags and
ermvircnmental works.

The division’s sabes went down oo ELIR
4,583 millicn due to new lower public
sector orders 5t e roads business and
tothe drop of arders inthe gil snd ge=
s=cior ALthe ssme tme, nots should be
made of the growth in the imtemationsl
markegplace, with contracts in countries
=uch 35 Argols and Wadsgsscar

Breakdown of 2015 revenuse
by actiwity
tim million of euras)

Concessions 25%
RE-LT
Ensrgy
2690 -
Infrastructures

Order book®
(at December 31st, in billion of euros)

- 2.8%

UK Construction Consolidation 2017-2022

Construction

31%

(+1, 29 exchoding
BPL HSRL)

1.4

n.e

2012 2013

Source: Annual Report
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Energy

Through its subsidisres Cemessy and
Eiffzge Energis, the division prowides
momprehensive turmbkey sclutions induding
the design, construction, opersdon and
maintsnance of spedal purpose and multi-
techmical fedlides for all secoors of activity.

Ssles genersted by the energy division
resched EUR 3,288 billion in 2015, 1T73%
higher than in 2014, Certain important
projacts wers carried out in 20015, such
&5 e Cestass =olar PV plant. the largss:
in Burope. it is also noteworthy that

the Group has entered into significant
contracts im Paris.

2015 Performance

Eroup reverus remainsd besically
stesdy im 2075, with & shght decress= in
domestc ssles offset by 3 &% incresss in
imternational ssles.

The (Zroup recogn=sed ancther incresss

in esrrings in 2015, The favoursble
operational perfcrmance enjoyed by

the Concessicns division snd dhe debt
refinancing amrangsd in 2015 contributed
to the mprovement in the Group's results.
A= 3 result, EBIT grew by &.2%, whils net
grtributable imoome rose by 13%. reaching
EUR 312 millicn.

The (Group’s order book reached BUR
11,400 million in 2215, inline with the
previcus yesr, &nd it = egqual 1o ten months
of actnity:

Corporate Strategies and M&A Opportunities
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Variation
Key Data (EUR Million) 2015 2014 2013 2015-2014
kL]
Assets
Mon-current assets 18,624 18,668 18,973 (0. 294)
Current assets 9,480 10,200 8,403 (7.7%0)
Total azzets 28114 28 EOB 27,376 (2.6%40)
Liabilities and equity
Equity 3,472 2,989 2,708 16.20
Mon-current liabilities 14,633 15,881 14,205 (7.9%0)
Current liahbilities 10,008 9,998 8,783 0718
Total liabilities and equity 28114 28,868 27,376 [2.6%40)
Statement of profit or loss
Sales 14,060 12,948 14 264 0.380
Mational sales 11,565 11,595 12,034 (0. 3%40)
International sales 2,495 2,353 2,230 5.0%
Construction sales 8,020 7838 7230 5.08
Mon-construction sales 0,040 5,210 0,334 (.3%4)
EBITDA 2,170 2,138 2,107 1.585
EEBIT 1,437 1,347 1,218 5.2
Met income 458 354 222 25 400
ket income attributable to the Group 312 275 257 1358
Other key data
rHet debt 11,665 12,014 12,579 (2 .994)
Crder book 11,400 11,765 11,740 (3.1%0)
tarkst capitalization 5,493 2,286 3,743 471 .30
Sales by geographical area Sales by segment
16,000 16,000
14,000 14,000
12,000 12,000
10,000 10,000
8,000 8,000
5,000 8,000
4,000 4,000
2,000 2,000
2015 2014 2012 2072 “ 2015 2074% 2013%* 2012*
M France B Construction M Energy
Rest of Eurcpe Concessions B Holding
M Cther Courntries M Infrastructures

Source: Deloitte
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EIFFAGE

Businass Summary

SVEIFFAGE

Provides construction and civil anginssring sarvices

Eiffiage 5A is a halding comperty, which engages in the concessions and public-private
parinerships, cosrucion and public works IO 1= simdanes

! operates through six segments: Consinuciion, Public Works, Enengy, Metd, Conoessions & Utilifes Mamgement
and Halding

The Corstrucion sagment engages in e buldng design and comstrucion, property development and building
Marmerance.

The Public Works sagmert engages in $e dvil engnesing, road comstruciion, infrasirucire maineonce and
material producion

T et ST, SNgages 1N e metalic corErucion and services o indusiy.

The Concessions & Uslifes Managemert sagment engages in the construciion and aperation of infrastruciunes under
ooncessions ad public private prnerships

The Halding =egment engages in the management of perfcipaing interests and servioes o Group comparies
The comparry was founded on June 12, 1920 and i= headguariersd in Paris, France

Numibar of employess - 62 806 persons

Salan per Businsssss
A4 A5
Dsita
EUR fa Alhe 1 EUR ' AiliWan 1
Pubtic Warks 1930 2% -
Consirucian 4,708 2% 1437 ad% T.31%
Energy 281 0% K] 215% | +17.32%
Concessions 283 160% 27 % +31f
Mol 83400 e} -
Halding 200 0% 100 0% | 8207
Infrastruciures - 4553 2%
%aloa par Raglons
a4 A5
Dita
EUR fn Alhe 1 EUR ' Al 1
Franoe 11,585 Bit% 11,585 B2.3% 0%
Other Counfries 2353 i 25800 16% | -89.04%
Europe - 2257 138%
Finances - Levarage
2000 M 2012 A3 204 015 20168 N1Te  N1ba
20000 800
.
-
10000 00 _
=
S =2
= . — i}
=2 - -
B
E 0 - w0 &
- -
= ¥
L
~10000 200
-20000 v r T r woo
[- salee M Finance ocrDsbt M EBITDA »- Lovarage

Source: 4-tarders.com
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Arual Report
208

FINAnGCal Ranee

] rasf == a01Te
aptalization & 528 ME
nitreprise Value (EW) 16028 M< 17 521 M€
aluation ranf == a01Te
IE rasfi iFric | EFS 16.4x 14,3
aptalization | Fevenue 047 047
W | Reryesriue 131x 1,25%
W | EBITDA 7,078 7.
el (0P Frice 2348% 2500
iz i bk (Frice | BVES) 1,85x 1,70
rofitablity e 20Te
perating Margin (22T  Saies N A%
reraing Leverage (Doka EBIT ! Doka Salos - 107X
o Margin (het Frofl | Fevere 27T 31T
O ot Prodi | Bssad] 2% 24
QEF (ot Prod | Eopuities 1.68% 125%
ate of Diwidend 3BEN NI
alangs Shest Analysls e H0iTe
APEX | Sales S04  ST%
ash Flow ! Sales WEe N2
apial Inferesity (faschs ! Sl 1.7 131x
rancal Leverage Met Debt | ERTDA] 4590y 455
Incoma Statamant Evolution
5000 2010 2Mm 2012 2013 2014 2015 20188 20178 20180 125%
12500 . - i %
10000 s 3 ‘
= > 7%
E 7500
= %
5000 A
250 [, - . —¥ 1 e
0 — - = - - =1 o
M saies Opersting protit I Nstincome  -e- NstMargin e Operating Margin
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KAJIMA
Businass Summary
Denigne and constructs Industrial and commercial bulldings and other public
1008E2{p84 structurss

":-'.I: ma Corp NGAgES N e OISTUDION, el esine development, ardhieciral

dessigr, civil engines—ing and engineering busineszes

I1 | E
I operates thraugh the fllowing sagments: Civil Engineering, Building Comstrudion

Reet Estate Development and Other, Domesfic Sutrsidiaries and Afiliztes, and Orverses Subsidiaries and Afiliztes
The Cinil Enginesring sagment accepis civil engnesring warks and oorstruciions
The: Building Corstrucion segmest recsves bulding comstrucion warks

The Real Estsle Development and Ofher sagment indudes architechural, shuchral, enginesring, and ofher design
busineo

The Domesfic Submidaries and Afliates segment dels with locd comsrucion material sales, contrac spedalized
DT W RS, DO I SR i g and buld Mg el 3caes dane.

The Crversees Sutmidiaries and Afiliztes segment handies oversess construdion and development projects
The compermy wars faunded by bvakichi Kajima in 1840 and is headgueriersd in Takya, Japn
Humiber of emphoyess : 13810 persas
Salas per Businassss
2015 2016
Dsita
JPY i Nion) % JPY fa Ailion] %
Cormstrucion Business TIGAS | 40 BZIE3S | 472% |  +59%
Chversesss Amsociaied Comperies MN7 | 0% 387,941 nt +818%
Cinil Engineering Business 27EAT 1.3% ATAE | TR | +141%
Dornesfic Associted Comparies 209288 | 120% 1,581 121 18%
Development Business, Eic. 80,383 45% »mE 106% | -3%
‘Sales par Reglons
2015 2018
Dita
JPY fn Nilon) % JPY i Aikven] %
Japn 1387540 | 607 1368E0 | 7B | 00
North Amexica 193373 T.d% rarkia] T.0% | +478%
Asia 128837 T.0% 12587 T | -48E%
Eurcpe 273 14% 19,008 11% | -17E2%
Oer 1898 | -11% 3185 1.8%

Source: 4-tarders.com

Kajima is one of the leading companies in the construction
industry in Japan. The Group has a workforce of over 7,500
employees, and more than 150 years’ experience in the business,
including international projects in Asia, North America and
Europe. Total sales in 2015 amounted to EUR 13,144 million, of
which approximately 90% related to construction activities.
Approximately 21% of the company’s revenues came from
international contracts, especially from North America, a higher
ratio of international to domestic sales than the 2014 figure. At
year end, the company had a total backlog of EUR 9,671 million.
The net debt to equity ratio was 0.3, a company classified as a
“Domestic construction group”.

Source: Deloitte
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FLUOR

Businass Summary
FLUOR| Providas anginasring, procurament, construction and maintananca sarvicas
0

Fluer Gorp. i a halding company engages in enginesring and lechnaogy.

Hoperates Srough the fallowing segments: ol and gas, industrial and infrastruciure, government, gidbal services, and
ETwer

The ol and gas sogment ofiers a range of senioes indudng design, engnesning, proourement, construciion
Enbwicatian, and project managemend serices i energy-related industries

Thwe inchustrial and irfastuciure :KJ:I'I'\'.”I:U".\L"G solufions in e Suld of raneportafion, commencal and instuional
i s} o moienices, min us and metals, ecommuorncaions, microdecirancs, and waler seclors,

The OUWETITIENT nefers W eINEErIng, OFISTUCION, [OQIShCS, s ard Eaclifies aperatons, ma IMERINGE OFRNgEncy
e, and ermiranrmeial and nudesr seraoes o TR g and im atond,

The GO SEOUS SHOIMET IR e LLe apted ol T
toal services, industrial feel services and $J'-ig SIS,

| SLEERI LS O RTINS TS 5 S B IR, ard

Thwe prcrwer ST promides services o TErgas Buedend], o] foedied, errvironmenital complianos, renewatle, nucer
ard power seraoes marke winch ind JJ'.'\'.“"':I FESFIN, [P OO e e, OWISTUCion, St Ul OO miISsIaring, ey SIS
and manrierznce and lechmcal serioes

-

The compary was founded an by Jahn Simaon Flowr, S in 1912 and is headouerered in rdng, TX

Numibar of amiployese : 38 758 persons.

‘Ealag par Businsesas
2014 2015 T
USD o MiWlon) | % | USD@oMienl | %
Gil & G 11,35 526% 10,040 554% | -1EF
Industrial & Ifrastruchre 6,082 262% 4071 25| -RaT%
Govermment 2512 . 2557 4% | +18t%
Pwer 1,004 475 946 70 52% 572%
Gl Servioes 58500 2% 5910 26% | -1468%
Sales par Raglons
2014 2015 Deits
LISD) fin Ndlkon) % LISD) fin Naltkan) %
United Stories 7,466 3475 7857 d3d4% | +52d%
Canada 4133 10.2% 249 130% 40 5%
Middie Exst & Afiica 279 13% 1857 103% | -3E6T%
Azia Pacfic (indudes Australia) 2568 % ANLA0 45% | -BE1%
Cartiral & South Amasrica 2495 a5 2580 4% | +283%

Fluor Corporation is one of the largest professional services
firms, providing engineering, procurement, construction,
fabrication and modularization, commissioning and maintenance
and project management services on a global basis. With a
workforce of almost 38,000 people, it operates in 60 countries in
six continents. Total sales amounted to EUR 16.326 million in
2015, which is similar to some EPoC companies such as
Skanska. While recording similar profitability levels to those of
the average EPoC, the net cash position was a positive amount
of EUR 75 million. Listed on the New York Stock Exchange, its
market capitalisation in 2015 was EUR 6,041 million,
representing 2.1 times total equity in 2015.

Source: Deloitte
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OBAYASHI
Business Summary
Providss rasldentlal and commerclal construction and chvil snginsaring sarvices
FY Financial Ratios
Okwaryasti Corp. engages in e construcion and redl estale business
' Slra T Fasy b=
It operates $rough the fdlowing segments: Domesic Buldng Constucion, Oversess Bulding e s e [P Fl= 8] T12 130 M 2Py
OBAPSH!  Construction, Domesic Civil Enginesering, Overssas Civil Enginesring, Rel Estie, and Others. i Walue (5 555 558 M JPY BAT D5 M JPY
The Dornestic Bulding Construction sagment engages in buldng construciion comtracts and relaed businesses witir
o B " aluation 2017 e
PE rafio (Frioe | BFS ‘A85x aATix
The Cwversnas Buldng Construciion segment engages in bulding construciion corracts and relaied businesse: Capitaliration ! Revemue 03Tx 037
cutsice Jagan B Rlemwerie 04T 04
BV ESMDA T.22x B.72x
The Domes§c Civil Engnesring segment handles avil engineering construciion cantracts and refated businesses iedd DFS ¢ Frios 1,907 2 1%
WITn o Price i book (Frice ¢ BWES 1. 24x 1135
Tmr:w'i: vu::i:- Civil Enginesring segment deals with ovil enginesring constucion confracts and refated businessm — ity e
Operating Margin (83T ¢ Sales
The Rt Exstoris segrnent handies $ie purchase, saie, and rent of redl estie prope s aperaung Lowerage (Dot B30T Dets Sakes) - -
Mt Mangin Pet Profl ¢ Fervemios BT 3.8
h al develops [and parosls and engages in ather businesses RO, et b ¢ Eemaak] 4 148% 400
ROE Mat Profi | Ecwuiltics 15.0% 120R
The Otfers segrment indludes Swe Private Finance Inifadive (PFI), fnanoe, and aperation of golf courses Frate of Divwickend 187/ 20.5%
The comparny was founded by Yashigara Oteryashi in January 1352 and is hesdoguartered in Takya, Jagan Batance Shest Anatysis e —
Humbar of amploysss : 13 638 s CAREN ) Bl 217% 153
Comh Flow ! Sale A35%  481%
Coapital Interety ifaocts | Sales 10,50 LiR= 11
Salei per Businasese Firancial Leserage ket Dobs ) EEITIW] 1.43x 1.07x
2015 2018
Dsita
JEY @0 dian) % JFY B Aian] %
Drrmestic Buildng Construciion 953,097 51 ek oy 525 211% B
Owerseas Buldng Construcion 330,702 160% 337,958 08| 4218 asooooo . 2OV B2 013 20014 2015 216 20Te 20188 0138
Domestic Civil Enginearning 126,353 164% 3/IAE | TRE% | +AAd%

21000 000

53,858 &7 20% | -2MiThe

= 1% A =
s Civil Engimeering 2558 1% 70888 &% | +1277% 1500000
Cfers 7082 21% 5,081 M| -54m . E ¥ b
100D D00
- - ), =
Saloe per Reglons mee] e R
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Millkon JPY

s E I]ﬂtﬂ [ B Opsrating profit Bl Netincoms  -=- Nst Margin = Opsrating Margin
JEY @0 MMan) % JEY i AiNan) %

Jagen 1350 | 7% 1385000 | THE 135%
Herth Amesica 2N | 1% A5 | 152% | +11ET% R

15;.‘ J:.J g F‘ﬁ 1]] L'l.'ig TE‘ﬁ 15.35'._,\ 2 500 000 2m amz2 2013 2014 2015 2016 20M7Te 20159 20199 -
Obayashi Established around 120 vyears ago, Obayashi = '\ - =
Corporation is one of the world’s leading construction contractors + 500000 | . / =00 g
and among Japan’s leading listed companies. Its business 5 * 3 g
encompasses domestic and overseas construction and engineering £ 100000 - S
work and other constructionrelated businesses including real R g’
estate. In 2015, although orders from the public sector declined, B 2=
orders from the private sector remained strong and the domestic = .:.E\_ 100
construction market was generally good. Under these I : : : .
circumstances, the Company posted consolidated net sales of EUR [ saee WM rnanceoroest BN EmrTDA e Loverags |
13,409 million for the year, a 1.5% increase on 2014. Almost 95% - -
of total sales come from construction and engineering activities.
Total market capitalisation increased by 11% to EUR 4,353 million
as of December 2015. Obayashi’s revenue and market value
figures are similar to those recorded by the French Eiffage group.
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Businass Summary
Oparatas 38 an Invastmant holding company with Infareste In construction, Stz 30162 0170
project managament, proparty devalopment and contract mining sarvices Capitalizaion 3034 M AUD
k C| Mlc Erfreprize Value (EW) 8314 MAUD £0535 MALUD
IC Group Lid. engages in the provision of construciian, mining, engineering
wessions, ad operaion and manice sevices o e infasiucies aluation a0 7
ressourons, and propery markes PIE rafia Frice | 575 15,0 18,0
Capialirafion | Resveroe 0, 7dx Lilr b
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Frice o book, (Price | EWES 243w 287X
Ther company wars founded bry Starley Blis Leigion in 1949 and is headguartered in Sydney, Australia,
P'I'ﬂmﬂ:llrl‘_.' Hilea ZH01Te
Humibar of amploysss - 3 400 persons Opperaing Margin (52T / Sakes B1E% &2T
operaiing Leverage (Dol BT ¢ Delka Sales) -1.23x 1.18x
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Salas par Businsssas RO, Pz BT E.55%
RIOE (e Ecoidies 127% 1500
4 013 Dt Ratter of Diwiclend BiT% E7.5%
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- - Batanca mm.ﬂﬂaj‘ﬁﬂ prony [ 2017
| 74 n %
Comstruction 12058 TLE 4,30 ez 20 CARTH | Edee FET TR T T
Cartiract Mining 1843 | E0% 28 HT| -Mar Coah Flow | Sales 3% TE5%
Capital Inerrmity (fesots | Saies OEIx IS
Commercial & Resichriia | 56 1| T | e it Dt £ A Jrapea ey
Corporaie 6430 04% 1180 0B% | +7318T%
Hatior Lesgivion Group - 2H 0%
Income Statement Evolution
ma W Mma —— 2011 012 2013 2014 2015 20168 2017a 20188 =
014 015 = —
%
Daita 20 000 ----"""“‘—-—-- .
BUD JoMMion) | % | AUDMnMben) | %
: : E 15 000 2
Autralia Pacific 12431 T41% 8588 | 047 | -39 .
Aeian & Micde Exst 4485 M A7H5 | 1% | 4TEER = I I s
5 000
I -25%
a
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== Operating profit B Mstincoms  -s- NetMargin e Opsrating Margin
M g Since Titha - -
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25000 A
CIMIC Group, previously known as Leighton Holdings, is one of the o000 | e
world’s leading construction companies and the world’s largest contract Z
miner. The company was founded in 1949, listed on the Australian 2 15000 “"%
Securities Exchange in 1962 and has been part of the ACS Group since § wom | '\ i E
2011. It operates in 20 countries, mainly in the Asian, Middle East and = \ o g’
African regions. Total sales amounted to EUR 9,049 million in 2015. 5000 - =
Non-construction sales represent 32% of total income, 8 percentage ol .20
points higher than the average diversification of EPoC companies 2015. \
Both the EBIT and EBITDA margins grew in 2015, to 7.1% and 11.2%, = 2 : : -
significantly above the average. Recently, the company has made M sos M FinancsorDsot W EBMDA e Laverags |

significant divestments such as John Holland and 50% of the services
business (Ventia).
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SHIMIZU

Business Summary

SHMZ

Its operations are camied out throwgh the follwing segments: Construction, Real Estate Development and
Others.

Provides construction, architecture, engineering, industrial support and
property services

Shimzu Conp. &
and property

The Construction segment engage

The Real Estate Development segment includes sales, purchases, and

The Others segment includes sale of construction materials, leasing, and financing.
The company was founded by Kisuke Shimzu in 1804 and is headgquarterad in Tokyo, Japan.

Number of employees : 15 340 persons.

Sales per Businesses

2016

JPY {in L 1) % JPY {in Lkon )
Construction Company 201,000 82.3% 1,244,470
Othar 16.3% 288,830
Investment Development 1.3% 31,835
Sales per Regions

JPY {h o Joy
Japan 89.9%
Asia 9.9%
Other 1%
Shimizu Corporation, a company with over 210 years of
history, is a leading architectural, civil engineering and
general  contracting firm  that offers integrated,

comprehensive planning, design and building solutions for a
wide range of international construction and engineering
projects. In 2015, total sales amounted to EUR 12,558
million, with an EBIT margin of 5.7%, a higher percentage
than the average recorded by both our EPoC and Chinese
groups analysed. The construction business, which
encompasses civil engineering and architectural construction
activities, accounts for more than 91% of total sales. Total
backlog amounted to EUR 10,815 million. Shimizu’s positive
performance resulted in market capitalisation growth of 18%
to EUR 5,846 million. The net debt to EBITDA ratio was 1.4,
whereas other Japanese companies like Obayashi recorded
3.0.

UK Construction Consolidation 2017-2022

Financial Ratios

Size 2017 2018n
Capitalization 703 721 M JPY -
Entreprise Walus (EV) B19 641 MJPY 777 471 M JPY
Valuation 2017e 2018e
PJVE ratio {Price ! EPS 10,0 0, 34x
Capitalization | Revenus 0,44x 0,43x
EW [ Revenus 031 0.47x
EV' [ EBITDA T.18x (15
Yiel (DFS ) Pace 1.91% 2,09%
Price to book Prhcs ! BVPS 1.31x 1,1Bx
Profitability 2017e 2018
Oiperating Margin (ESIT | Sales - -
operating Leverage (Deita EBIT / Dedia Safes - -
et Mangin et Prsfit / Fergemre 4 41% 4.48%
ROA et Profit ) At 4 60% 4.76%
ROE 4t Profit ! Equifies 13.3% 12.6%
Rate of Dividend 19, 1% 19,9%
Balance Sheet Analysis 2017e  2018e
CAFPEX | Bales 1.44% 1,18%
Cash Flow | Sales 1.99% 4.73%
Capital Intensity (4 0.9%6x 0,94x
Financial Leverage (et Debil | EBITOA 1.00x  0.61x
Income Statement Evolution
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Intent

MERGE'R THKEonR

“Joint- Chairmanship?”

L
UK Construction Consolidation 2017-2022 Corporate Strategies and M&A Opportunities
Page 44



www.thinkbigpartnership.com

Corporate Copy December 31%2016

APPENDIX III
POWER POINT PRESENTATION & EDITORIAL

(Feb 2016)
BALFOUR-CARILLION MERGER OPPORTUNITY
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POWER-POINT PRESENTATION
Source: Think Big Partnership

e Issued to Carillion Plc CEO- February 2016
e Issued to Balfour Beatty Plc NED- April 2016.

EDITORIAL
(Sources: Financial Times and Telegraph)

MERGER or ACQUISITION

Industry players and Analysts had mixed feelings about the
failed takeover of Balfour Beatty by Carillion in 2014. The
“Battle of the Hard Hats” became a high profile contested bid,
but with the consensus of Analysts at the time stating that
synergistic savings were probably higher than Carillion had
declared in its company statement at the time of the bid.

The account of events and dialogue between the two
Chairmen/CEO and the reasons behind the move from agreed
merger to contested bid were reported in the Financial Times
and Telegraph editorials enclosed. The accounts of clashes of
opinion, events and the fatal flaws which caused the break-
down in negotiations, seemed to revolve around some key
issues:

. Carillion pitched a straight forward Merger that would
give Balfour shareholders 51 per cent of the
combined company, though the line-up of top
management made it clear it was a takeover.

. Balfour Beatty had the sense that Carillion had been
disingenuous and was moving the goalpost over the
Brinkerhoff sale at the last stage and didn't feel they
had acted in good faith.

. To add to the anger, Balfour’s executives learnt that
Carillion had already approached banks some weeks
prior to ask for a debt deal (ie. A Takeover) that
included Parsons Brinkerhoff in the combined
business.

. But Balfour was to reject the third and final offer,
which represented a 36 per cent premium to the
average price of Balfour shares in the month before
news of the takeover deal leaked

. However, it is a fact that it was Balfour’s board,
rather than its shareholders, who decided the fate of
the merger.

"Whether the two companies should have buried their differences and reconsidered their opportunities to
reopen discussions after 6 months is a question unanswered. Several analysts described the abortive
merger talks as a missed opportunity. The two chairmen were likely still not talking after the Takeover
Panel’s six-month cooling period. However, with the change in leadership at Balfour Beatty, maybe it’s

time to repair relations, and re-open dialogue.”

The merger will be a mutual decision of the two companies to combine and become one entity; a
decision made by two "equals". The combined business, through structural and operational advantages
secured by the merger, will cut costs and increase profits, boosting shareholder values for both groups
of shareholders becoming one legal entity worth more than the sum of its parts, and a Global

contender in its sectors.

20 16-B1 8 h Inira sirue
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www.thinkbigpartnership.com

POWER-POINT PRESENTATION
(Issued for discussion purposes only)

INFRASTRUCTURE IS GLOBAL
Source: Think Big Partnership

e Issued to Carillion Plc CEO- February 2016
e Issued to Balfour Beatty Plc NED- April 2016.

BAING
= GLOBAL INFRASTRUCTURE INVESTMENT TO
REACH FOUR TRILLION DOLLARS BY 2017
MAJOR BRITISH INFRASTRUCTURE COMPANIES
FOCUS OVERSEAS PRINGIPALLY ONLY ON
MAINLAND EUROPE, NORTH AMERICA, MIDDLE
EAST & SELECTIVE ASIA PACIFIC MARKETS
MAJOR BRITISH INFRASTRUCTURE COMPANIES
LAG THEIR EUROPEAN, CHINESE & US
COMPAETITORS IN SIZE AND INFLUENCE

The UK leads the Global initiative in terms of advice and know-how for Infrastructure
Investment & Procurement (gg. PPP), but lags its European, Chinese and US owned
competitors in terms of Implementation of Global Infrastructure Projects.

ATt h Intash

THE UK REPRESENTS JUST 3% OF GLOBAL OUTPUT

THE FASTEST G MARKETS - PREDICTED FOR 2020

The Fastest Growing Markets of the future are in Emerging Markets, while China and USA

represent 36% of the Global Market Output. Long Term Growth Strategies for Infrastructure
Companies should address Global Trends or retrench to domestic markets. US Companies

for example, are already Global in the Provision of Programme and Project Management @
Services.

INFRASTRUCTURE IS GLOBAL

UK COMPANIES NOT RANKED IN TOP 50 CONTRACTORS

2 THEUKREPRESENTS 3% OF GLOGAL OUTPUT

3 S0 BY TURNOVER »
AND REGIONALLY (Based on global or non domestic turnover)

4 AIDEAOF
REGIONAL GROWTH

5 TE THE
THE 186049005

& THE OBVIOUS CHOKCE- CARILLION/SALFOUR BEATTY MERGER, BUT FAILED TAKE-OVER
ATTEMPT IN AUGUST 2014

MARKETS & SECTORS
8 THEUKS FOCUSON FFP'S
LEADE TH

9 ANDTHE THREE HEYS T0 SUCCESS: FINANGE, FINANCE, FINANCE

0. BATAIN MUST KOT JUST BE AFARTNER IN EUROFE BT BE A LEADER IN'
11 POTENTIAL FUTURE OF THINKING ‘big

But CAUTION PREVAILS... in the short term

UNCERTAINTY CLOUDS MARKET. Falling oil prices,
political turmoil and economic disruptions from
Europe to China have international firms worried.

2016-Bte h Intaskucs
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. UK COMPANIES

The Top 10 by Region ALSO RANKED
| - OUTSIDE TOP 10
— BY REGION

UK Contractors cannot
compete on price in many
markets, and either focus on
innovative services, or quality in
niche overseas markets.

THE IDEA OF A GLOBAL BRITISH INFRASTRUCTURE GROUP
TO PARTICIPATE IN FUTURE REGIONAL GROWTH

ANEW STRATEGY?

= SHOULD UK COMPANIES FOLLOW
EUROPEAN COMPETITORS BY SEEKING
MERGER OPPORTUNITIES TO
STRENGTHEN BALANCE SHEETS &
SUSTAIN ONE-OFF PROJECT LOSSES &
LEVERAGE INTERNATIONAL
OPPORTUNITY FOR LONG TERM -
GROWTH

THERE ARE A LIMITED NUMBER OF UK
COMPANIES WHO ARE CANDIDATES
FOR MERGER TO FORM A
CONSTRUCTION GROUP OF SIZE ON
THE EUROPEAN OR GLOBAL ARENA.

i
it

THE TOP UK CONSTRUCTION& HOUSING GROUPS (source: suioinc.co.uk)

E Company ol toier Contractng  Moswng Property Sarvces Other
Barmover Prose
Satour Seatty Grasp 2793050000 - 297 050,050 1373050050 370.050.000
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THE LOST OPPORTUNITY-
FAILED TAKE-OVER ATTEMPT

OF BALFOUR BEATTY BY
CARILLION IN AUGUST 2014

INDUSTRY COMMENTS AFTERWARDS:

BALFOUR BEATTY LEFT WEAK AFTER
REJECTING CARILLION BID

GULF WIDENS BEWTEEN BALFOUR
BEATTY AND CARILLION

CARILLION ISSUES REASSURINGLY
- DULL TRADING STATEMENT JUST
e DAYS AFTER BB REVEALS A £75M
A ! BLACK HOLE IN ITS PROFITS

= AFTER SEVEN PROFIT WARNINGS,
BALFOUR BEATTY'S RECOVERY
BEGINS NOW. BUT THE
OPPORTUNITY IS LOST.
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THE NEW BBC?

£3.3bn Combined

value of Balfour  TAKEQVER

7.3pc Rise in Carillion shares

THE TOP UK CONSTRUCTION& HOUSING GROUPS IN 2015
ARE THE LEGACIES OF THE BREAK-UPS OF LARGE DIVERSIFIED
INTERNATIONAL CONSTRUCTION GROUPS IN THE 1980-1990s
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Firms in the construction industry have always had to deal with the
challenges of the economic cycle and develop strategies to deal with
the resulting fluctuations in their business environment. The result
has been M&A activity resulting in de-mergers, insolvencies, sales ,

reverse take-overs, and asset swaps, leading to diversified asset
becoming predominantly support services groups

WHICH GROUPS COULD ALIGN TO FORM A FUTURE
GLOBAL BUSINESS IN SELECTED MARKETS & SECTORS

JUST A FEW CANDIDATES
.
I e E s S
Energy BWsP
UK Export ATKINS 558
Educati
Finance v e ETKIER
e Infrastructure
Support Services o CAP”A mmace
& Facilities * Sanitation
Defence&  Fi%
Management  ° C#Ene& Ffinenenc serco £
Investment, = Buvater
Mergers &
Acquisitions

The “BIG” GROUP SHOULD BE DIVERSIFIED IN
MARKETS & SECTORS & DISGIPLINES
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THE UK'S FOCUS ON PPP'S THE MAIN LISTED MERGER CANDIDATES

_LEADS THE REFORMS FOR @é A—
DELIVERING INFRASTRUCTURE QS TUCETLING
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British Consultants are helping introduce Institutional
Change, but British owned Designers, Constructors,

Operators, Support Services Providers and Investors Public-Private
are under-represented in many Emerging Markets. Partners hips

Fowean PPPs deliver botter services?

AND THE THREE KEYS TO PREFERRED MERGER IN TERMS OF BUSINESS &
SUCCESS- GEOGRAPHICAL MIX- A FUTURE GLOBAL INFRASTRUCTURE GROUP
FINANCE, FINANCE, FINANCE BRITAIN MUST NOT JUST BE A PARTNER IN EUROPE BUT BE A LEADER IN THE WORLD
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- Poiban. decision made by two "equals". The combined business, through structural and operational advantages|
& = T g E secured by the merger, will cut costs and increase profits, boosting shareholder values for both groups
B = 2 e of shareholders becoming one legal entity worth more than the sum of its parts, and a Global
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POTENTIAL FUTURE OF THINKING “BIG”

= THE BALFOUR INFRASTRUCTURE GROUP SHOULD HAVE LONG TERM AMBITIONS
FOR GENERATING INFRASTRUCTURE RELATED BUSINESSES ACROSS THE
DEVELOPED WORLD AND IN EMERGING MARKETS THROUGH PARTNERSHIP,
INVESTMENT, ENGINEERING, PROCUREMENT, CONSTRUCTION, OPERATIONS AND
MAINTENANCE, AND SUPPORT SERVICES IN THE PUBLIC AND PRIVATE SECTORS
AND THROUGH PUBLIC PRIVATE PARTNERSHIPS.

lobalk

Constraction Company Global Markets Action Pan

AW

Comment:
THE OPPORTUNITY
1. INFRASTRUCTURE IS GLOBAL X
2. THE UK REPRESENTS 3% OF GLOBAL OUTPUT KEY ISSUES (ref FT/ Telegraph Articles)
3. UK CONTRACTORS RANKED OUTSIDE GLOBAL
REGIONALLY T TONAL TURNOVER AND REQUIRED ACTION MERGER or ACQUISITION
4. AIDEA OF A GLOBAL BRITISH
IFTJFTURE Qg&}?ﬁ%‘ﬁo&m PARTICIPATE IN *  MEETING OF CEOs & BOARD REVIEWS “Industry players and Analysts had mixed feelings about the failed takeover of
5. THE TOP UK CONSTRUCTION& HOUSING * ;Igggg%xpwsm&ommlsmcu Balfour Beatty by Carillion in 2014. The “"Battle of the Hard Hats” became a high
glw%g\é%orﬁmlém%%&eﬁg& (I)_F THE « APPOINTMIENT OF ADVISERS profile contested bid, but with the consensus of Analysts at the time stating that
OONSThUCHON"G"ROlGUPS IN THE 1980-1990S +  DECISIONTO PROCEED synergistic savings were probably higher than Carillion had declared in its
6. THE OBVIOUS CHOICE & LOST OPPORTUNITY- company statement at the time of the bid.
CARILLION/BALFOUR BEATTY MERGER, BUT
. \chrlllfggE%EJ%ESH?)HESNE&%G&?J;%A The account of events and dialogue between the two Chairmen/CEO and the
" FUTURE GLOBAL BUSINESS IN SELECTED - reasons b(—.jhindf the move from agreeq merger to contested bid were reported in
MARKETS & SECTORS o the Financial Times and Telegraph editorials enclosed. The accounts of clashes of
8. THE UK'S FOCUS ON PPP'S opinion, events and the fatal flaws which caused the break-down in negotiations,
-LEADS THE REFORMS FOR DELIVERING

GLOBAL INFRASTRUCTUR! seemed to revolve around some key issues:

9. AND THE THREE KEYS TO SI.IOCE% FINANCE,

FINANCE, FINANCE . Carillion pitched a straight forward Merger that would give Balfour
10. BRITAIN MUST NOT JUST BE A PARTNER IN shareholders 51 per cent of the combined company, though the line-up
EUROPE BUT BE A LEADER IN THE WORLD. of top management made it clear it was a takeover.

@ 11. POTENTIAL FUTURE OF THINKING “big”
. Balfour Beatty had the sense that Carillion had been disingenuous and
was moving the goalpost over the Brinkerhoff sale at the last stage
and didn't feel they had acted in good faith.

. To add to the anger, Balfour’s executives learnt that Carillion had
already approached banks some weeks prior to ask for a debt deal (ie.
A Takeover) that included Parsons Brinkerhoff in the combined
THANK YOU business.

. But Balfour was to reject the third and final offer, which represented a
e iy for  Garil by in 20, New 36 per cent premium to the average price of Balfour shares in the
‘Opportuni a Carillion Balfour Beatty Merger passed us by in . jocus
i on ndepend and The Risk Reward A and focus on short tem month before news of the takeover deal leaked
shareholders’ retum are always priorities for Publicly Listed Companies. The option
that interests me is that of involvement in long term intemational Infrastructure . However, it is a fact that it was Balfour’s board, rather than its
D Public Private F ips , and Global Busi That p
leads e 10 10 you the Think Big idea af  forming a future " shareholders, who decided the fate of the merger.
Infmstmmlle mg maybe initially just as aJunt Enm Development Initiative in

as an Investor, . " B B B
& mm and ‘Support Services and Fa[:ﬂ.E; mw Company. The route Whether the two companies should have buried their differences and reconsidered
0 do 0 will be through a Merger of the UK's largest Conslruction Groups which offer their opportunities to reopen discussions after 6 months is a question unanswered.
synergy, complimentary skills & business strengths, and resource o put the combined Several analysts described the abortive merger talks as a missed opportunity. The

oo " SIBgE: 10 COMPELE WIEh s EUfopean, U, Chinese and ofher Giotal two chairmen were likely still not talking after the Takeover Panel’s six-month

cooling period. However, with the change in leadership at Balfour Beatty, maybe

Mal|
Greg Malpass it’s time to repair relations, and re-open dialogue.”

February 2016
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EDITORIAL

Celegraph.co.uk

TELEGRAPH ACCOUNT
By James Quinn, and Ashley Armstrong
02 Aug 2014

A couple of minutes before 7pm last Wednesday evening,
Steve Marshall arrived at the offices of investment bank
Lazard, on London’s Stratton Street, less than a minute’s walk
from Green Park Underground station.

Flanked by a small number of senior colleagues and his own
adviser, in the form of senior Goldman Sachs banker Anthony
Gutman, the Balfour Beatty executive chairman was there for
what he thought was to be a meeting to discuss a joint
business plan if the construction company’s planned merger
talks with Carillion were to proceed.

“But when we got there, the subject was slightly different,”
explains Marshall. The 57-year-old boardroom veteran - the
former chief executive of Thorn and Railtrack — was presented
with a request that triggered, precisely 12 hours later, a
statement from Balfour which would end two months of
merger talks between the two FTSE 250 companies, and knock
both companies’ shares by more than 5pc as investors
questioned what had happened to trigger such an abrupt end
to what appeared to be relatively cordial discussions.

From Marshall’s perspective, what happened at the meeting —
where Carillion was represented by chairman Philip Green,
chief executive Richard Howson and Lazard banker Nicholas
Shott among others — was relatively simple. "It was a request
that we don’t sell Parsons Brinckerhoff [PB], which was
obviously a major surprise.”

During the short meeting, Richard Adam, Carillion’s finance
director, explained that following due diligence carried out by
his team and external accountants, PB’s earning stream was
critical to making the two companies work together.

That is, at least, what Marshall remembers. Those present
from Carillion remember a slightly different explanation. “It
was not a U-turn,” says a senior source who was at the fraught
meeting, referencing the fact that the original statement
confirming merger talks, released 10 days ago following media
speculation, spelt out that the PB sales process would
continue.

“The due diligence confirmed that PB is their one reliable,
dependable income stream. We asked him to carry on with the
process; we didn’t tell him he had to stop the process,” the
source continued.

Carillion is said to have suggested the PB sale be slowed, until
2015, to allow the merger of the two companies to take place,
and bed in.

The abrupt timing of the message was because Adam’s team
had not been able to assess Balfour’s books until that point,
the source went on. Whatever was said in that meeting room,
the outcome was a rushed Balfour board meeting later that
night, and a 7am statement detailing the end of the talks.

Marshall called Green at five minutes to seven on Thursday
morning to let him know, but Green’s phone was switched to
silent, and so Marshall left a voice message. The collapse in

relations between the two men - who would have been
working together, Green as chairman, Marshall as deputy
chairman, had the deal gone through - is somewhat
remarkable.

But those who watched the process play out over the two
months since Carillion first approached Balfour on May 26 are
convinced that Balfour’s decision to end the talks is not the
final step.

Carillion followed up Balfour’'s abrupt statement with a non-
committal statement saying that it would consider its options.
A hostile takeover is thought unlikely, due to cash
requirements, and the fact that Carillion is a smaller entity in
market capitalisation terms.

However, given the two companies’ boards had already agreed
the majority of terms - which included Marshall and colleagues
negotiating from an original 51/49pc split in favour of Balfour
to a greater outright majority for the larger company’s
investors — and who would fill which roles, to stumble on such
a seemingly minor point seems perplexing to many investors.
Marshall says that many of the conversations he had last
Thursday and Friday with shareholders centred on Carillion’s
change of heart on PB.

PB is a US-based consultancy business which advises clients
on major engineering projects. When the 2009 deal to buy PB
was being proposed to Balfour shareholders, a slide deck at
the time boasted it would help the company become “a global
integrated leader in infrastructure services.” Five years on,
however, and that has not proven to be the case.

Balfour sources argue that the business actually creates dis-
synergies, and works against the rest of the business as its
presence does not sit well with clients, who would rather use
third-party consultants. As such, Marshall and the rest of the
Balfour board are intent on its disposal. But, from Carillion’s
perspective, without the business the merger does not add up
financially. “All we said was, because of the visibility of their
numbers, we can see how fragile it is, and how dependent on
PB Balfour has become,” says a source close to Carillion.

What is frustrating the erstwhile suitor, however, is the fact
that it is Balfour’s board — rather than its shareholders — who
have decided the fate of the merger. It is understood the
projections for the combination involve 50pc earnings
accretion for Balfour investors, based on what are said to be
relatively conservative assumptions. This is based on synergies
understood to be north of £100m. But it is just not from a
financial standpoint that Balfour stood to benefit.

Critics of Balfour point to Marshall’s long reign over the
company. He has been chairman for five and a half years, and
a non-executive director for nine, and, having dispensed with
the services of Andrew McNaughton in March, following the
company’s third profit warning in less than two years, is now
executive chairman. The 105-year-old company is run on
federal lines, by geography and business, with what is said to
be little integration between the two.

Conversely Carillion is run on a more integrated basis, with a
centralised management team, strong systems and
considerable visibility on earnings from long-running projects,
which are the lifeblood of the construction and engineering
sectors. It also, unlike Balfour, has a respected chief executive
in Howson, who was due to take on the same role had the
merger gone to plan.
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Investors spoken to this weekend are unimpressed by the
collapse in talks. Some, as reported, are unhappy that Carillion
appeared to be insisting on holding on to PB for the merger to
continue. Others, however, are unhappy that Marshall and
Balfour’s board seemed to take the possible end of the PB sale
process as a personal affront.

A number spoken to indicated they will try to get the two sides
back around the table ahead of the August 21 Takeover Panel
deadline which remains in place. It may be that Balfour’s
board will prefer to remain silent until August 13, when it is
due to publish half-year results, which Marshall said in an
interview on Friday would see strong revisions to the holding
value of part of its investment arm.

“To walk away from the talks in such a manner suggests that
management may not realise the delicacy of its position,” says
analyst Stephen Rawlinson at Whitman Howard with regards to
Balfour. “Of the circa £150m profit before tax this year, around
£60m will come from operating profit at Parsons and circa
£80m will come from PPP/PFI disposal gains. Parsons’ sale
makes a big hole in the operating profit when there is little
certainty that turnaround can be achieved in the UK or that a
new CEO will not take a much more cautious view of the
profitability of the operations outside the UK.”

Although Marshall insists he is talking to potential chief
executives of a high calibre, how the abrupt cessation to the
bid talks will be viewed by those in the process is unclear.

Certainly there are those close to the situation who believe it is
possible that Carillion may come back, but a hostile cash bid
would seem unlikely at this stage. “"We believe PB to be the
jewel in the crown and believe that Balfour Beatty should be
sold as the sum of its parts rather than in parts,” argues
analyst Anthony Codling at Jefferies. “We would not be
surprised if Carillion made a play for the whole of Balfour
Beatty. However, due diligence during a hostile bid adds a
level of complexity.” The resumption of merger talks will also
be aggravated by the PB disposal process which, as this
newspaper reports, has four or five very active bidders.

Given the company’s two chairmen are not understood to have
spoken since Marshall’s 6.55am voicemail to Green on
Thursday morning, an early thawing of relations seems
unlikely. But that does not mean that a fully fledged frost has
yet set between the boardrooms of two of the UK’s best known
construction companies.

FINANCIAL TIMES|

Carillion courtship that ended in tears
By: Gill Plimmer, Arash Massoudi.

Since May, Balfour Beatty has looked like an obvious bid
target.. That month, the FTSE 250 construction group issued
its third profit warning and showed the door to Andrew
McNaughton, its second chief executive in less than 18
months, sending its shares to an 11-year low.

So when Philip Green, chairman of its smaller rival Carillion,
picked up the phone a fortnight later and suggested a coffee,
Steve Marshall, Balfour’s executive chairman, quickly agreed.

A discrete and amicable coffee between the two industry
veterans was followed by a wider discussion at Carillion’s

Mayfair townhouse a few days later, along with Richard
Howson, Carillion’s chief executive, back from skiing in the
French alps.

There was no sign of the acrimony that would come to
characterise the explosive talks between the boardrooms of
two of Britain’s biggest building companies over the next few
weeks.

Initially, a merger between the two companies appealed to
Balfour as a way out of its troubles after it had been forced
into competing for low-margin, smaller scale building contracts
during the recession.

Carillion was attracted to Balfour’s expertise in complicated
projects, such as the construction of the new train station at
London’s Blackfriars bridge. Carillion’s fortunes had improved
in recent years at it moved away from building projects. It now
draws just over two-thirds of its sales from service contracts,
including from the Ministry of Defence.

“"Carillion pitched a straight forward merger that would give
Balfour shareholders 51 per cent of the combined company,
though the line-up of top management made it clear it was a
takeover. Mr Green would become chairman of the combined
group, while Mr Howson and Richard Adams would retain their
positions as chief executive and chief financial officer
respectively in the new group.”

An experienced negotiator, Mr Marshall rang his board with the
offer. This was not his first attempt to get a better deal for
shareholders, having extracted compensation from the
government when it sought to nationalise his former company
Railtrack.

Discussions were friendly but Balfour made it clear that its
planned sale of its US design consultancy Parsons Brinkerhoff,
with an estimated price tag of £700m, would proceed.

The two companies would meet several times over the next
few days at the offices of Carillion’s adviser Lazard in London’s
Mayfair district to agree terms of a deal.

Accepting that his nine-year tenure on the board was nearing
an end, Mr Marshall also agreed to step down to deputy
chairman and Balfour was allowed to nominate two non-
executive directors.

On July 24, the story leaked and the two companies issued a
joint statement saying discussions were continuing. The City
reacted positively towards the prospect of a deal, with shares
in both businesses surging and analysts enthusing about the
benefits of a merger. But the friendly tone between the two
companies was about to change markedly.

On the evening of July 31, Carillion summoned Mr Marshall to
an urgent meeting at Lazard’s offices where Mr Green insisted
that Parsons Brinckerhoff should remain within the enlarged
group to increase the earnings profile of the Balfour business.

To Balfour, this contradicted everything that had been agreed
so far. Mr Marshall stormed out of the room to call an
emergency phone meeting with board members that night.
The board agreed. They were concerned the merged company
would have £1bn debt and that should the deal fall through,
Balfour’s position would have been further weakened.

“It was a deal-breaker on so many levels,” said one person
close to the talks. "We had the sense that Carillion had been
disingenuous and was moving the goalpost at the last stage
when it had planned to move them along. We didn't feel they
had acted in good faith.”
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The bid battle had turned toxic. Carillion launched a second
offer and turned to Balfour’s major shareholders in an attempt
to destabilise its rival’'s board as the two sides became
involved in an escalating war of words - publicly disputing the
level of possible savings and synergies that a merger might
produce.

To add to the anger, Balfour’s executives learnt that Carillion
had already approached banks some weeks ago to ask for a
debt deal that included Parsons Brinkerhoff in the combined
business.

Carillion’s case was helped when Balfour brought forward its
release of its financial results on 30 August, reporting a 30 per
cent slump in underlying operating profits to £37m in the
period to June 27 - of which £26m came from Parsons
Brinckerhoff.

But Balfour was about to reject the third and final offer. This
represented a 36 per cent premium to the average price of
Balfour shares in the month before news of the takeover deal
leaked, valuing Balfour at £2.09bn compared with £1.87bn.
The abandonment of the deal has left Mr Marshall with six
months to prove that Balfour can survive as an independent
business.

Appointing a new chief executive and pulling off a sale of
Parsons Brinkerhoff to WSP are top of the list. Several analysts
have described the abortive merger talks as a “missed
opportunity”. But with the two chairmen still not talking, it
could take a lot longer than the Takeover Panel’s six-month
cooling period to repair relations.

The battle between UK construction groups Carillion and
Balfour Beatty has pitted a member of the old guard of City
investment bankers against a rising star, writes Arash
Massoudi.

Nicholas Shott- Representing Carillion was Nicholas Shott,
62, a City veteran and head of the UK investment banking at
advisory firm Lazard. With coiffed silver hair and blue eyes, Mr
Shott has reportedly earned the nickname “Blake Carrington”
- a reference to the fictional oil tycoon from the 1980s US TV
series Dynasty.

The sobriquet is also a reference to his roots in media banking.
He has longstanding relationship with clients such as ITV and
Pearson, the parent company of the Financial Times. Those
media ties have helped serve him well in working on deals
involving the ownership of broadsheets like the Daily
Telegraph and the Evening Standard.

Before becoming a banker, Mr Shott worked in the newspaper
business including as chief executive of the defunct Sunday
Correspondent. A prominent Tory, Mr Shott turned his political
connections into a role overseeing a 2010 review of the
commercial viability of Local TV commissioned by then culture
secretary Jeremy Hunt.

More recently, he has shown up on deals in and out of the
media sector. He worked on BSkyB'’s acquisition of its German
and Italian sister companies. He also spent this summer trying
to keep a bid by Lazard’s client Fyffes, the Irish fruit company,
for Chiquita, a US rival, on track. Those merger plans have
come under pressure after a bid by Brazilians seeking to
acquire Chiquita at a premium.

Anthony Gutman- In Balfour’s corner was Anthony Gutman,
40, a co-head of UK investment banking at Goldman Sachs.

Mr Gutman is identified by contemporaries as a “rising star” in
the City, known for his polite manners and ability to work
across a wide range of industry clients.

He started his career as an attorney at law firm Freshfields
Bruckhaus Deringer before moving to Citigroup. There he
trained under high-profile London bankers such as David
Wormsley and Karen Cook. Despite being fast-tracked at Citi,
Mr Gutman left for Goldman Sachs in 2007. By 2011, he was
named co-head of UK investment banking with Mark Sorrell.
He became a partner in 2012.

His recent work includes initial public offerings of private
equity backed companies such as SSP and B & M. He has
advised on some of the year's biggest mergers and
acquisitions, working with Shire, the UK pharmaceutical
company, on its £32bn deal with AbbVie, the US drugmaker.
Mr Gutman also advised Imperial Tobacco on its deal to buy a
portfolio of brands from its rival Lorilla
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APPENDIX IV

HISTORIC COMPETITOR ANALYSIS
THE 2007 CRASH “CASH IS KING"
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Source: Analysis by G J Malpass

The 2007 crash & lessons for M&A
The Economic Cycles

Work in Progress Valuation.

Cash is King

2007 Competition Analysis

2010 Competitor Analysis

The Analysis 10 years on (2017)
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THE 2007 CRASH & LESSONS FOR M&A

2007 was a pivot year, and worthy of historic analysis, due to
three penonema:

. The Global Financial Crisis was about to have a heavy
impact on the Global Construction market, and the
access to Debt Finance in the market.

. There was a wave of Mergers & Acquisitions going on
which was starting to lead to Consolidation in the
Industry.

. The Liquidity and Cash reserves of some of the Major
Construction companies was weak, and they were
vulnerable as a result.

Due to the latter, some companies faltered and some
companies divested their business or were acquired (eg. ROK
went into liquidation as predicted by analysis over the page;
Amec sold its Construction business to Morgan Sindall;
Carillion acquired Alfred McAlpine; Taylor Woodrow Homes
merged with Wimpey Homes; and Costain had yet another
Rights Issue to replenish its cash shortfall).

Some companies currently have low reserves, and these
weaknesses are coming to bear. Balfour Beatty is a case in
point. Its problems are centred around operating losses in its
core UK contracting business. Previously work had been won at
wafer thin margins, and profits had been taken on projects
before they ought have been.

The problem of accounting for Work-in-Progress is the
Contractor’s achllies heel. It is also so prevalent in the history
of contractors that it is worthy of a Chapter on its own,
because many Mergers and Acquisitions, or company
liquidations are a result of Management not accounting
properly for incomplete projects. Not even external auditors
are able to assess true positions on hundreds of projects on a
company’s books. The way companies account for project
cashflow and profits is a dark secret to many outside a
company. The difficulty in valuing WIP has been, in the past, a
“poison pill” for would-be acquirers of diversified groups with a
construction division.

With the difficulties of predicting economic cycles and making
sure there are sufficient reserves in the business, makes
difficult work for acquirers and their due diligence.

THE ECONOMIC CYCLES

With respect to Balfour Beatty’s recent dilema and losses, an
Analyst commented. “Construction can be the exact opposite
to other industries and business models. New building projects
are sensitive to changes in the economy which makes the
workflow lumpy and difficult to predict. Contracts also tend to
operate on wafer-thin profit margins at the best of times. A
mistake on budgeting for building costs can blow a big hole in
a company's profits. There is also considerable scope for
aggressive accounting - particularly in terms of when profits
are recognised. This makes them hard to understand which
has led many investors to be wary of construction companies
over the years.”

During down-turns contractors call upon reserves to survive. A
fall in Revenues can be hurtful in loss of staff, and a further
cash outflow as a result. That is why companies sometimes bid
so lowly to maintain turnover in recession. While interest rates
were so high in th early 1990’s playing the cash game was
more important than operating profits.

The full analysis over the pages, draws a picture of an industry
on the move in 2006 with another year of growth before a
serious 2007 crash, just when some companies were low on
cash, and quite simply some were cheating on the numbers
then too.

The chickens came home to roost for a few. ROK went
bankruprt, and was always a boom bubble about to burst, as
all acquisitions were based on raiding Working Capital of
acquired businesses to move onto the next- a flawed
Acquisition Strategy. Costain did complete a Rights Issue and
again diluted its Strategic Sharholders positions as they got
tired of stumping up more cash. McAlpine got acquired by
Carillion, and the industry rumbled on without any large
company mergers at the top.
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Accounting for reserves doed=s not always provide the buffer.
ACS of Spain declared a €2bn loss in 2012, due to losses in its
contracting business and Iberdrola subsidiary. Had it not been
a company of such scale it could have faltered. But it too, has
been accused recently of accounting discrepencies in declaring
profits, as well as corruption related accusations concerning
government clients. It seems the industry always has more
than its fair share of bad news.

Work in Progress Valuation.

Cash does not lie. Profits are an accounting term for dealing
with cash flows to derive Profit which is subject to taxation,
after relief for interest and depreciation.

The tell-tale signs for problems in a cash model must be
understood, before embarking on an acquisition of a
contractor. At due diligence stage they include:

e Comparing Operating Profits with operating Cash
Flow. (Any large discrepencies need explaining).

D Monitoring (in the Notes to the Accounts) what the
“Net Amounts due on Long Term Contracts” are.

The value of WIP and Working Capital is where the reserves
are held, or where less conservative management have taken
early profits. In some exaggerated cases, like Costain in the
early 2000's even large outstanding Claims were taken to
value on incomplete projects. In the case of Costain it
precipitated a subsequent £75m declared loss when all was
revealed in 2005.

Conservatism is always the prudent route to survival. Gross
margins should not be recognised on newer projects, as
businesses begin to be more conservative and robust, and not
recognising margin until sufficiently through the life of the
project is the hallmark of a wisely accountable contractor.
What usually happens is a CEO will over-trade the project
portfolio’s profit position, then his (or her) successor will take
write-downs and make provisions, so that positions are looked
upon favourably when profitabilty returns, and some
provisions written back also to the P&L account. It's not an
honest game, and often goes on below the radar in the
industry.

Costain was by no means alone. Many contractors have been
caught or come under suspicion. Amey’s demise in the 1990s
was due to large over-declared profits; interserve was
investigated over accounting irregulaities, ACS of Spain, as
mentioned was also reported. Balfour Beatty clearly has had to
deal with either loss making projects, or projects where profits
were taken too early. Amec’s Construction business, after
declaring record profits, swung quickly into free fall, as its CEO
left, and the business sold off to Morgan Sindall. The list goes
on.

The Audit risk in valuing WIP is also one of determining the
amount of revenue to be recognised on projects. It requires
management to make significant judgements and estimates
including the cost to complete, and the identification of, any
other costs that might arise, the impact of any changes in
scope of work and the recoverability of work-in-progress and
receivables balances.

Revenue recognition and contract accounting is a significant
risk for all contractors. Interserve Risk Register (see below)
rates this the highest risk in terms of impact and probability.

Balfour Beatty has implemented new Management Accounting
procedures during a project’s life span (see above) as did
Costain under its new CEO in the mid 1990s

The systems differ, but are the same in their aim- to predict
the final cash position on yet to be completed projects. Project
Managers will tend to hide problems, and understate
valuations when there are reserves. The envelope in valuing a
large contractors’ working capital and specifically its WIP can
run into tens of millions of pounds.

Cash is King
Some of the key issues/ items to watch:

» Over focus on top-line growth (and more generally
EBITDA) at the expense of cash; which has led to
lack of gearing

» need to view profit as secured once realised in cash

» Working capital stress through the supply chain is
leading to businesses taking active steps to resit
and/or pass down cash pressure to subcontractors

» Importance of evaluating and managing working
capital profile across contract portfolios and tender
pipeline

» Pressure on balance sheets to support bonding
requirements, and liquidity levels to cope with lumpy
cash flows (upfront costs/deferred receipts)

» Absence of a cash culture reflecting the historic lack
of gearing

Inral Tender Tencer Contract Pre Monitoring Project

“GoMmo go~ ~Go/no 9o~ . ana controt completion

Project management and commercial management standards,
Audit and assurance processes capture lessons learnt at every stage
of the project lifecycle and improve future projects
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WORKING CAPITAL CASH FLOW DETAILS NET CASH
Changes in
Net Net overall
Amounts  Amounts Overall Last2 | Forex
Working Changes Recoverable Recoverable| Net Op Net Cash Annual  Years |Adjusted
Working ~ Capital in on on cash  NetCash  Flow Net Net | casha -
Capital as Working = Contracts  Contracts Flow Flowfrom  from Cash  Cash cash Acquisition
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220 7% 15 9 -2 74 626 | -584 ) 117 | 177 406 NCC; PK SAS
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2007 COMPETITION ANALYSIS

Commentary on Company Performance
& Critical Analysis Of Acquisition Strategy

(Based on Attached Cash Flow Analysis July 2007)

BALFOUR BEATTY
"Industry Star or Hairy Bottomed Bully ?"

Master Contractor, Industry traditional Raper & Pillager with
aggressive Commercial Teams; Late Payers; Strong Op
Cash Flow & 24 PFI Trophies. But after acquiring Centex in
2007 depleting its Cash Pile it now has Enormous Negative
Working Capital & is committed to continued Turnover
Growth to maintain Cash Flow. Centex maybe a good buy
but may turn out to be Cemtex for Balfours! Having paid
$350m for it let's hope the Work-in-Progress was
conservatively valued or Balfours Chairman Sir David might
be getting a 'Dear John' letter from Centex's Finance
Director. Any hidden losses in Centex will impact on BB's

<ctronn fiitiira cach flow

GALLIFORD
"Good Performer Upping Stakes to acquire Morrison & Linden
Holdings"

Difference in Operating Cash Flow and Operating Profit is again
misleading here because Galliford is a housebuilder and Land is not
accounted for as an investment but as Work in Progress. Land
purchases accounted for WIP increase of 60m and 20m in 2006 & 05
respectively. 2006 Working Capital changes included 16m decrease
in Creditors. A New Shares issue helped fund the acquisitions of
Morrison (42m) and Linden (109m). A good company but its move
from 30m to 65m of declared Net Amounts Recoverable on Contracts
represents the risk in Morrison WIP. Morrison will also dilute
Galliford's high Margins. Lets hope Galliford did its Due Diligence
because just to be acquired companies do not generally have the
most conservative accounts.

CARILLION
" Acquisitive Mr Gullible or CEO chasing Earnings
Growth (his own!)"

With its price driven up by Balfours counter bid ploys and
battling egos, Carillion paid too much for Mowlem incl 400m
goodwill, inherited losses & negative Cash Flow. Post Acgn
Op Cash Flow is weak, & now there's High Neg Working
Capital & 563m questionable Gross Receivables on live
Contracts. As a result the Group is Volume driven and either
Margins will suffer or combined T/Os will fall with resultant
Cash Outflow. Carillion is Tarmac gone soft, but may now
need to re-recruit some old Claims QSs. PFI maybe the

MORGAN SINDALL
"Champagne Charlie talks up Share Price & AMEC buy causes
Indigestion"

Strong Op Cash Flow in 04 & 06 suggests a level of reserves &
declared Recoverables on Contracts in WIP credible. Augmented by
new Funding has since acquired Gleeson Rail & now Amec
Developments & Design & Project Services, novating 150 projects
which doesn't come without risk; not to speak of 55m Goodwill, Neg
Assets of 29m & Neg Cash Flow of -18m expected in 2007. It will
take more than alka-selzer to settle these tummy rumblings; and my
money is on lasting migraines & ulcers rather than a short term hang-
over after this party. Gleeson Rail Acqgn was strategic with London
spend, and so was Carillion Social Housing in 2001, but Amec acqgn
is a risky strategy driven by testosterone not logic, and I'm puzzled
the City didn't agree. What was an under-priced stock is so no longe,
until Amec WIP is proven trouble-free.

AMEC
"Disposals are Order of the Day as The Chickens come
home to Roost"

Sir Peter Mason was already knighted so it was unnecessary.
& arguably criminal to have declared record profits in 2004
when the Business was haemorrhaging cash from
Operations. The Provisions made were inadequate and the
company was forced to sell Core businesses to pay back
debt & survive. ADL asset backed Development business
had to go with the DPS 'Old Dog' (Negative Profit/Cash
Flow/Net Asset business) in order for Morgan Sindall to take
the combined businesses on. The Rump left after these sell-
offs does have Cash to invest but is Over Valued at 1.9bn.
Depends what is done with the money. Watch tis space.

KIER
"This Cash Cow is getting Fat & should Invest More!"

Maintains High Level of Cash & Cash Flow; Good Steady Margins;
a Strong Working Capital, as well as funding small bolt-on Housing
Company Acquisitions. Land accounted for in WIP so 04's 50m
purchase distorts Op CF v. Op Profit comparison analysis.
Company has had 25 years Profit Growth & 23% EPS Growth. Ex
MBO companies are often cautious in their spending & Colin Busby:
was a Past Master but Kier is now a PLC Cash Cow & this is one
company that should be more Acquisitive or aggressive in its
investment portfolio, | estimate its Future Cash Generating Value is
worth more than Market Cap, so it is perhaps vulnerable.

Source:: Analysis by G Malpass, 2007

ANALYSIS OF 3 YEAR CASH FLOW , MOVEMENTS IN WORKING
CAPITAL, WORK-IN-PROGRESS & CONTRACT RESERVES
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COSTAIN
"Urgent need to Strengthen Balance Sheet as Cash Crisis
Looms"

Difference in Op Profits and Op Cash Flow was cum 32m in
03&04 and a 35m increase in Value of Net Amounts due on
Contracts a 'Poisoned Chalice' from Stuart Doughty in 2004.
The 2006 61m Negative Working Capital & 20m Net Cash
Outflow means Costain must now avoid any further Operating
losses or fall in Volume to avoid further Cash Outflow and
potential Cash Crisis/Demise. A 250m fall in Order Book over
18 months if not replenished could result in 18m Cash Outflow.
It cannot grow by Major Projects as Bonding Requirements will}
exceed Facilities; It is not Vulnerable to Take-Over while its
Shareholders stand firm and the Pension Deficit remains a
Poison Pill, but it may be forced to sell its Spanish & PFI
assets to survive, or be held to ransom by its Banks or its
Mexican EPC Client imposing LADs . Alternatively it could
Issue New Equity. To convince Shareholders of the Value and
Non Diluting effect of doing so, it should plan to use the
proceeds to acquire a Business (paying min Goodwill) with
Cash & Tangible Assets to prop up the Balance Sheet as well
as Synergy to provide the platform for growth of core Civils,
and investment in PFl/Land Asset businesses. Problem is
getting the Share Issue under-written. Hitherto Key
Shareholders have been reluctant to dilute; and may see a
Take-Over of Costain as best way to realise short term
Shareholder Value and exit the stock. For Costain to stay
outside M&A activity now seems unlikely. Understanding Main
Strategic Shareholders aspirations is key to Forward Strategy.

ROK
"Darling of Small Cap Mkt with an Insatiable Appetite for
Acquisitions or a Pyramid Buyer?"

Seems an Enigma, but when things look too good to be true they
normally aren't. CEO Garvin Cr/Snook is clearly talented. But habitually
raiding Working Capital Cash from Acquired businesses to pay off
Loans, or diluting Shareholdings with New Share Issues to Vendors to
place- is NOT cricket! Over-priced & Over-Sexed up by Analysts helps
feed the frenzy (Sol 21m, Tulloch 31m, Kingfisher, TopCon, Durose,
Team, Dickle & now in 2007 Linden 108m). Maybe ROK should assume
its new subsidiary's name TopCon? Balance Sheet Net Assets of 100m
include 83m Goodwill/Intangibles; Negative Liquid Assets/Net Debt up
to -15m through 2002-05; 20% Trade Debtor/Creditor imbalance; poor
Operating Cash Flow until 2006 Acquisitions. Newly acquired
businesses are all going to have to maintain volume or grow organically
or the Acquisition Bubble will burst.

ALFRED McALPINE
"Dear Old Uncle Alf"

Caught with his Fingers in the Till at Slate subsidiary which
knocked 200m off its Market Cap and will impact 2007 Results
by up to 30m in cash. Before that Alf lost time and money
defending a court injunction from Brother Bob about using Dad's
name, and before that he sold the family silver (A McAlp Homes)
to Wimpey. All this before Alzheimers was diagnosed. The
illegalities/ in-competences seem to have attracted the attention
of would-be Acquirer Russian Racketeer Businessman Oleg
Deripaska. Beneath all this underlying PBT , and Cash Flow are
good; WIP Net Amounts due from Contracts is down 50m &
probably conservatively valued. 06 Change in Working Capital is
a prudent 21m of 'Accruals & Deferred Income'. With 30+m in
Cash, PFI's valued at 40m, & Net Assets 260m life goes on and
could get better.

Post Mortem Comment(2016):

e Balfour Beatty did eventually fall
foul of bad valuation of WIP, and
project profit taking.

e Kier did start investing in
Acquisitions finally, with mixed
success.

e Costain did have a Rights issue to
deal with its Cash Crisis.

e Alfred McAlpine did end up getting
taken over by Carillion.

e ROK did go Bankrupt.

|
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Competition in 2006/2007

Consolidation in the industry was continuing apace with
further Mergers & Acquisitions during 2007 before the
economic crisis. Acquisitions had been made in expanding
Regional Presence and in diversification into new specialist
businesses such as Nuclear Solutions or Maintenance.
Generally Acquirers had received widespread
investor/analysts support up until then.

The trend in the UK Industry for a small number of Larger
Firms dominating in a rising Market was already resulting
in Polarization with the smaller firms finding it harder to
compete on large projects and PFI.

M&A Deals (2006-2007 Prior to Financial Crisis)

Company Size
Seller Sold Buyer (Em) Year Comment
Hccord Fecord Eneprse wascoes 2007 MantznocHighvays

Cowin Group Cowin BalbourBealty 52 2007 Regional Builder SWest
labez Holdings Jabez NTE 3% 2007 Mantenance Busness

Keep Woat Keep Moat HBOS /WBO 2007 Large Socal Housng Bdr
Intemational  Intemational
luckears Solns  NuckarsSohs  Babcocknh 39 2007 Maclear Solutions Specialis

restNicholson Cresthicholson CasieBidco 710 2007 Generd Convactor

Nukem Nukem Vinci 120 2007 MNockar Sendces Prowder
Sal Sol Construction Rok 19 2007 Mdands Regonal Buider
Enterpise Enferprise 3 387 2007 £600m T/O Manenance Compe
Barkbury S0L
Hokdings Construction ROK 2 2007 Nidands Regona Buider

Plc Merger Wimpey  TaylorWoodmw 4700 2007 UKNo.1House Bulder

Centexinc ~ Centex (USA)  BalburBeatty 184 2007 US$22on TI0 House Buder

AmecPlc  AmecConfrcg MorganSindal 26 2007 72mTi0 GhisE Uiban Dew
inden Holdings Linden Holdings  Galibrd Try 109 2007 E£280m TI0 Utban House Bldr
Ichicholas Pic  WcNicholasPlc ~ Skanska UK 50 2006 E170m TiO Utiites Convacior
Carllion Pc  BarclayMowlem LangORourke 30 2006 £400m Ausialian Coniracior
Mowlem Pic  Mowiem Plc Carilion Pic 350 2006 £16bn UKPFIGen Conracior

ANGPlc  MomisonConstm GalibrdTry 42 2006 E£340m UK Regiond Chds

Birse Plc Birse BalourBeaty 32 2006 E330m UK General /Cnis
Tullock8
Various Kingfisher ROK 50 2006 Mids SocidHsg+ Scolish Bidr
Glzeson MCL
Gleeson Plc Rai Worgan Sindal 23 2006 Ralnasy Divof Geeson

Geeson P GkesonMCLLW Back&Veath 13 2006 Pupery Consh Geesm

Global Competition

With expanding markets home and abroad and cross-
border acquisitions the ENR’s Top 225 Global Contractors
list for 2006 included 21 companies with more than US$10
billion in revenue in 2006, 131 firms over US$1billion.
Balfour Beatty ranked Number 1 in UK was ranked 23" in
the ENR Rankings

Vinci (France) $32.7bn
Bouygues (France) $25.0bn
China Railway Engineering Corp | $21.3bn
(China)

Hochtief (Germany) $19.8bn
Grupo ACS (Spain) $18.5bn
China Railway Construction (China) $17.3bn
China State Construction (China) $16.1bn
Skanska (Sweden) $15.7bn
Bechtel (USA) $15.4bn

China Communications CHEC (China) $14.7bn

Source: ENR

Of the Total Revenue of Top Ten of c. US$ 200bn, 36%
was outside companies’ home markets. Bouygues,
Skanska and Hochtief then rumoured to be seeking new
acquisition targets in the UK, and ACS having recently
acquired a 25% equity stake in Hochtief which also owns
Leightons of Australia (now named CIMIC).

2006 UK Rankings

The Top Ten companies in the UK Rankings enjoyed an
average Growth in Turnover of 23% on the previous year
and an average Growth in Pre-Tax Profits of 23%,
indicating a strong growth trend without dilution of Profit
Margins, up until the financial crisis.

COMPANY TURNOVER  JURNOVE PRE-TAX PRE-TAX [PRE-TAX| EMPLOYEES
£m GROWTH| PROFITSEm |GROWTH|MARGIN

Latest  Previous Latest Previous Latest Previoug|

1 |Balfour Beatty 5852.0 49380 | 1851% | 1250 141.0 [ -11.35% | 2.14% | 28,862 27,592
2 [Carillion 35934 22840 | 57.33% | 67.6  51.9 | 30.25% | 1.88% | 31,576 15,628
3 |Laing ORourke | 3,037.3 2,2716 | 33.71% [ 445 343 | 29.85% | 1.47% [ 24,837 22453
4 [Kier 18383 16232 | 13.25% | 59.1  47.8 | 23.64% | 3.22% | 8,716 8299
5 [Morgan Sindall 14970 12970 | 1311% | 476 417 | 14.15% | 3.18% | 5552 5,250
6 [HBGNuttall 14541 12463 | 16.67% | 616 481 | 28.07% | 4.24% | 5280 4,828
7 [Interserve 14085 12145 | 1597% | 151  36.2 | -58.29% [ 1.07% | 18,386 11,587
8 |Newarthill 13176 11105 | 18.64% | 531  23.6 | 125.10% | 4.03% | 2543 2,278
9 [Amey 1,309.6 12192 | 7.42% 88.7 540 | 64.33% | 6.77% | 9,323 8374
10 [Mitie 12288 9356 | 31.34% | 56.6  50.5 [ 12.08% | 4.61% | 42,367 32,421

11 |BovisLend Lease | 1,135.0 1,0405 | 9.08% | -51.7 -239 [-116.64%| -4.56% | 2,315 2084
12 |Alfred McAlpine 11232 10722 | 476% | 187 247 | -2429% | 166% | 8,613 8878
13 |Vinci / Ringway 10312 9899 | 4.18% | 416 27.3 | 52.37% | 4.04% [ 4,089 3,930
14 |Morrison plc 10179 8976 | 1340% | 399  10.2 | 391.18% | 3.92% | 7,655 6,880

15 |Babcock 9883  836.7 | 18.12% | 570 413 | 38.01% | 5.77% | 9,643 8,763
16 |Skanska 9208 8009 | 14.97% | 388 362 | 7.20% | 4.22% | 3,636 3,390
17 |Keller 9202 7310 | 2588% | 837 488 | 71.50% [ 9.09% | 5698 5110
18 |Costain 8863 7732 | 14.63% | -61.7 250 |-346.80%) -6.96% | 3,319 3,186
19 |Wates 8856  697.6 | 26.95% | 485 10.6 | 358.95% | 5.47% | 2,002 1,763
20 |Galliford Try 8515 7185 | 1851% | 345 274 | 25.96% | 4.05% | 2,436 1,956

Source: Construction News Top 100
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The Gravity of the Situation

THIS REMINDS
ME OF THE SToCK
MARKET S

“What goes up must come down”

L
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Management Style

“The role of HR”

L
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COMPETITOR ANALYSIS (2007)

COMPETITOR ANALYSIS COMPETITOR ANALYSIS

; + Morgan Sindall, Kier, 3 Year Comparisons - aaliford tops Profitability
3 Year Comparisons Galliford & ROK Mkt Caps P league table due to
Market Capitalisation (GBP 000's) up by X2.5 times. Over 50% PBT Margins (%) Housing higher Margin
(June 2004 - June 2007) Annual Compound Growth (2004-2006) +  ROK highest PE with

strong Share Price Growth
delivering Shareholder
Value

+  Kier, Morgan Sindall & ROK
steady high Margin

« Large Acquirers Balfour
Beatty, Carillion, Laing
O’Rourke reduced Margins
while acquired businesses

+ Industry under performers
Gleeson, Mowlem,
McAlpine, Amec & Taywood
(average 18% Annual
Compound Growth) subject
to Take-Over, Rumoured
Take-Over, Sale/Break-Up,
or Merger.

Other Small Market Cap
companies in 2004 Kier, being integrated

Morgan Sindall, Galliford & +  2006/07 acquisitions may
ROK significantly out- =12004 (%) PEs: affect 2007 Margins of
performed Costain 6% = 2006 (%) e e s Balfour Beatty,
Annual Compound —+— PE Ratio (2007 Mkt Amec PAT incl Profit on Morgan _Smda\l
Growth Rate and Galliford

Sele of Subsidaries

Share Price Performance - Costain Lowest Market Cap in 2007 & Worst Growth Performance

Profit Margins — Post Acquisitions Restructuring Costs reduce short term Profitability

COMPETITOR ANALYSIS
COMPETITOR ANALYSIS 3 Year Comparisons

3 Year Comparisons .

Net Cash Flow similar
across competitors as

Balfour Beatty, Kier, Morgan Net Cash Flow h .
' Sindall, Galliford & ROK Majors re-invest cash
Total Profit Before Tax (GBP m) consistent growth in PBT in acquisitions & PFI
(2004 - 2006) Amec’s and Gleeson’s losses [E=512004 Cash & Cash ' Alrnec 'hlgh 20|0 6 (;ash
result in restructuring and _5,3‘3;@;"‘:& Cash ;SI;Ns\drig:?eza o
construction division Sell Off Equivalents . .
Laing O’Rourke PBT v. —+— Net 2004/06 Cash Flow *  Kier is the industry
EBITDA. (EBITDA of 59m and 200406 Cash & Cash Cash Cow and has not
79m in 2005/6 shows effect of Eaquivelent Growth % v acd ’

ROK outstanding %
Cash Flow growth (incl
shr issues)

+ Costain net Cash
inflow of 11.5m in 2005
offset by outflow of
20m in 2006

intangible asset depreciation
& amortization of goodwill
from acquisitions)

Carillion hit by Mowlem
restructuring costs and
requires synergy savings to
restore margins
Earnings enhancing
Acquisitions
2004 - 06

B4 Source: Annual Reports

» =

Net Cash Flow — Operating Cash Flow + New Debt &/or Equity issues finance Acquisitions

+
Profit Growth — Acquisitions have to be Earnings Enhancing to warrant payment of Goodwill

COMPETITOR ANALYSIS
Recent Acquisitions (Jan 06- June 07)

Company size

THE %
COMPETITOR ANALYSIS INDEPENDENT Seller Sl Buyer (£m) Year Comment

3 Year Comparisons
Highest turnovers achieved Taylor

UK Turnover (GBP 000's) by Carillion, Laing O'Rourke Plc Merger Wimpey  Woodrow 4,700 2007 UKNo. 1 Constm Company
(2004 - 2006) & Balfour Beatty all of which

have made recent Published: 05 June 2007
acquisitions Morgan Sindall's management Amec Plc  Amec Contrcg  Sindall 26 2007 £720m T/O Ciils & Urban Dev
Costain organic growth in must be rubbing their hands
006 line with the sector and its together with %Iee. What is i MeNicholas -
essentially a bolt on deal has  |MeNicholas Plc Plo Skanska UK 50 2006 £170m TIO Utiities Contractor

—+— 2004 - 06 Growth % less acquisitive competitors
Competitors (except Amec’s
UK turnover) have achieved
growth rates greater than

added athumplng 175p to their
company's share pnce which
in.. Mowlem Plc  Mowlem Plc  Carilion Plc 350 2006 £16bn UK PFIGen Contractor

market 7% annual increase Sources: Annual Reports, UKBusinessPark Balfour
R Independent and Internet Birse Pl Birse Beatty 32 2006 £330m UK General Civis
Costain Compound Annual
I I Growth Rate in UK turnover o = Y
. o leeson organ
S & ¢ O O 2004-2006 was 12.5% Gleeson Plc Rall sindall 23 2006 Rail nfrast Divof Gleeson
& & & P & d}\\‘ & & +  Trend of Market
« A
> o\f S‘ Polarization
N 2004 - 06

Source: Annual Reports } 4
Market Perception — Buyer & Seller seemingly often receive widespread Investors Support?

Organic Growth v Acquisition - 4 of the Largest Competitors growing mainly via Acquisition
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Arm
e~ COMPETITOR ANALYSIS Competitor Profile Se—
ansel
* H ” 2007 Centex US House Bldr
s o Name Dropping Balfour Beatt o
Christiani & Neilson . Try Balfour Beatty 2006 Edgar Allen UK Rail Manuf
Trollope & Colls . Myton 2006 Birse UK Regional Ciils
Laing Constn . Kvaerner 2000 penine ey
Cementation. Higgs & Hill uatir g g Tvesmnis 2003 Mansell Builder
Beazer .McNicholas Plc i SR oodpen 2003 Gammon  HK General Contr
Edmund Nuttall . Birse g || aemepe| | paecwe || o EEts e
Fairclough. Elliot. Tulloch
French Kier. Cubbitts Bldg 5 Year Financial Performance
John Brown. Amey Constn Keep Moat . Emcor. Renew 08 el s 2002-06 PBT/Turnover (GBPm)
Wimpey Construction. How Bowmer & Kirkland. Apollo Turnover Breakdown o
Amec Dev . Haden Young Accord. Black & Veatch 00
Trafalgar House . Morrison Bouygues Colas . Sisk o cvils & specalst
Miller. Kingfisher . Gleeson ™ . . Enterprise
. aome
Tilbury Douglas . Mowlem Laing O’Rourke. Ferrovial =oac
Kennedy . Lovell . Raine Ind Morgan Sindall Carey Group J—
Bovis Lehrer McGovern B a caucaton
GKN Keller . Shepperd Hill HBG. InterServe arann
William Press. Crown House  Carillion. Vinci anai

Tarmac Construction ROK . Skanska

No Sacred Cows: Underperforming Businesses Reshape & Grow , Fail or get Acquired

B Nciear

Costain Balfour -

Company Catch Phrase: “ Reliable Responsible Growth”

COMPETITOR ANALYSIS |y o

Carillion

o ) fincl 23m restructuring costs]| 5 1
Industry Growth/Profitability Matrix (2006) lamec 66 COmpetItOl’ Profile R RS
excl 108 loss on disposals] T S .
g OO ;;: 2006 ATM French Nuclear Eng
jer 2006 FAST

[Morgan Sindall 462 2006 Game Nucleaire French Nuclear Eng
176 2006 NNC K Nuclear Snes
645 2006 PKSAS  French Electrical Co
305 2005 Domec French M&E Srws
229 2005 Eniron Advce _ Ecological Consul
81 2005 Paragon Eng  US O&G Sres

2004 Pheonix mperat US Biotech Co

ments! PFI 5 Year Financial Performance

& Environmental 2002-06 PBT/Turnover (GBPm)

0406 Turnover Compound Annual &rowth Rate %

2007 Expected Growth from 2006/07 Acquisitions

Morgan Sindall bought Amec Construction & Gleeson Rall
ROK bought SOL Construction, Tulloch, Kinfisher
Gallford bought Linden & Morrison

aRetailicom

B Education
Healtn 2006 T/0 3229m
aRail 2006 PBT -100m
anuclear

Note: Size of Bubble denotes Market Cap.

Sources: Annual Reports

mhighways

Costain Amec

Bwater

4
Industry Focus: On Growth through Acquisition with some short term Profitability Dilution

N .
Company Catch Phrase: “ Shaping the Future” ... or the End of an Era?

COMPETITOR ANALYSIS

Costain 2006 UK Market Share by Sector Competitor Profile
Market Share by Sector Brg:kdwn of Turnover
64
1897 2% [RECENT ACQUISITIONS'
2007 Steetley Collery Factory Developmt
Total 10% Target Market 2005 Vauxhall Site  Urban Developmt
10000 e 2006 Barclay Mowlem Australian Contr
2004 Crwown House UK M&E
9000 + 2003 Expanded Pling Specialst Sub-cont
B Airports 2006 VV Gmbh German Contr
aranners | 8000 7 2001 Laing Constm__UK General Conir
= QLG 7000 ~ 1 5 Year Financial Performance
o Retail 6000 o B 2002-06 PBT/Turnover (GBPm)
m Education b ;
::::Hh 5000 e . Turnover Breakdown e o 2006 T/0 2271m
@Water
onuclear | 4000 1 B Water mHghways Gother Gen Constrn 2005 BT
varne | 3000  Highways i 0w
1 OMarine farine @Retail/com
:w:‘:“:ays 2000 O Nuclear BNuclear
W Rail aRail acaucation
1000 4  Health WHealth heann
BEducn BEducn arail
0 - ORetaill Com I
Total Target  Actual Costain mO&G DORetaill Com
Market (GBP P ouarine
abn) 086bn) Laing sy
O'Rourke awaer

+
Sector Focus: ¢.20% Share Target Highways/Water Sectors; ¢.10-15% Share in Health & Rail

A .
A e g

Catch Phrase: “Intelligent Thinking Intelligent Construction .. Growth & Extraordinary Achievement”
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Competitor Profile

EKIER
RECENT ACQUISITIONS GROUP

2007 Amec Constructi Dev & Civils/Bldg
2006 Gleeson MCL  Rail Infrstrucure Cir
2005 Benson Constm Southem Contr
2002 Pipeline Constrs Utilty Ss.

1996 Snape Group  NW Coniractor
2001 Carllion Social Hsg

1994 William Sindall _Reverse TakeOver Lovel

r I I R

[RECENT ACQUISITIONS

2006 Hugh Boum  Regional Home Bldr
2005 Ashwood Regional Home Bldr
2004 Tudor Homes Regional Home Bldr
2002 Partnership 1t Social Housing

2001 Alison Hms  Regional Home Bldr
1998 Bellwinch  Regional Home Bldr
1997 FM Contract Sie Building Maitenace

Competitor Profile

MORGAN j{ SINDALL

5 Year Financial Performance
2002-06 PBT/Turnover (GBPm)

upport Services

(@overbury Morganlovell  mEaZesl Eram morgan=est B 0ther Constructian
Y T - LOVELL . o
vivid T
P TR—— 5 Year Hinancial Pertormance 1000 oRetailicom
Turnover Breakdown 2002-06 PBT/Turnover (GBPm) BEducation
1600 aintraste srvs abeaith
asit ou
S other canstructian BRail
sose anuclear
aretaiscon e amarine
acoucation righways
2006 PBT 48m . .
meaitn Costain Kier awater
i
-

Costain

Morgan
Sindall

Author’s View: “ Seemingly one of, if not the Best Run business in the.Sector“

= y be
News: “Acquisition of Amec Construction arm will catapult Market Share in 2007/8”

Competitor Profile

GallifordTry

[RECENT ACQUISITIONS
2007 Linden Hidgs ~ House Builder
2006 Morison Ciul, Maintnce, PFI
2006 Chartdale Region’ House Bldr

Competitor Profile

2002 Knapp Gip  SW House Builder

[RECENT ACQUISITIONS 2002 Gerald Wood _Luury Home Bidr_

5 Year Financial Performance
2002-06 PBT/Turnover (GBPm)

Other Construction
souc

5 Year Financial Performance
2002-06 PBT/Turnover (GBPm)

o Retailicam
= caucation

aeaitn

Costain ~ Galliford ~ ORDER
Try  BOOK (in
Costain
Target
Sectors)

Bnuctear
2006 T/O 1123m

2006 PBT 19m

BMarine

Costain Alfred
McAlpine awater

Profile: “, & i with Good Order Book”

< +
News: April Share Price fell on announcement of Financial Fraud, re-fuelled by Bid Speculation

Competitor Profile

[RECENT ACQUISITIONS
2007 SOL Constm ~ Reg Bldg Co

Competitor Profile
o+

ecarillion

2004 Team Bldg Man Bldg Maintenace
2004 John Dickie  Scottish Bldr

2002 Liewellyn Reg Contractor
2002 City Estates  Comm Property Dev|
2001 Retail Mnt Stv_Scottish Re

[RECENT ACQUISITIONS
2007 Mowlem Contractor & PFI
2005 Planned Maiten M&E Maintenance
2003 Enreprenad  Swedish Rail Maint
2006 Citex Prof Sns Momt Sns

1996 Wimpey Const_Asset St

5 Year Financial Performance
2002:06 PBT/Turnover (GBPm)

2006 T/0 689m

Other waintenance P,

Bother

5 Year Financial Performance 600
2002-06 PBT/Turnover (GBPM) ':“GHC N
aretaiticom
400 BEgucation H =
= it
2006 PBT 68m
200 AN BN
woss anuctear
aretailicom amarine

Education BHighways

- Costain ROK S—
aral
anuclear
amarine
aighways
Costain Carillion awater
Company Strateqy: “ To be the Nation’s Local Builder”.. Or collection of Jobbing Buil ?

il +
Company Strategy: “To deliver sustainable, profitable growth organically & by acquisition ”
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2010 COMPETITION ANALYSIS

Global Competition in 2010

With expanding markets home and abroad and cross-border
acquisitions the ENR'’s Top 225 Global Contractors list included
21 companies with more than US$10 billion in revenue, 130
firms over US$1billion. Balfour Beatty ranked Number 1 in UK
and was ranked 23™ in the ENR Global Rankings (prior to its
purchase of Parsons Brinckerhoff). The Top Ten were:

Vinci (France) $32.7bn

Bouygues (France) $25.0bn

China Railway Engineering $21.3bn
Corp (China)

Hochtief (Germany) $19.8bn

Grupo ACS (Spain) $18.5bn

China Railway Construction $17.3bn
(China)

China State Construction  $16.1bn

(China)
Skanska (Sweden) $15.7bn
Bechtel (USA) $15.4bn

China Communications CHEC $14.7bn

Source: ENR

Some of the larger European Companies have grown via
Merger and Acquisition during the last Economic downturn in
the early 1990’s. Examples are ACS of Spain formed from the
amalgamation of construction groups OCISA, AUXINI, Huarte,
Abertis, Dragados. Ferrovial, Cubiertas, Entrecanalas,
Agroman were all medium sized contractors in the late 1980’s
and early 1990's which became part of leading
Spanish/European Groups through M&A. ACS itself now also
holds a 25% stake in Hochtief. China Railway & Bridge and
CHEC also merged to form China Communications Company,
now ranked Number 2 in terms of Turnover. The
message..was..one..of..consolidati

Competitor Trends 2009/10

(Please see over the page)

The trends show clearly how Carillion and Balfour Beatty over
the 5 vyears to 2010 had achieved Turnover, Market
Capitalisation and Compound Annual Profit Growth without
diluting Margins. Furthermore Cash Flow and Cash Balances
remained strong despite investment in Acquisitions and PFIs.

Kier Group remained a cash generator but has not invested
aggressively in acquisitions. Galliford Try had a profit hit in
2009 linked to Land Bank write-downs, but then had
substantial cash balances, post its 2009 Rights Issue, to re-
invest in its House Building operations as the market began to
rise.

Some companies had strong Oder Books but Market
Capitalisations remained depressed given the public spending
outlook and market sentiment.

UK Civil Engineers Rankings in 2009/10

Firm Civis Turngver 2009 Total Turnover 200%
{Em)
1 Balfour Beatty 2576 n/a
2 Laing O'Rourke 2,143 4,238
3 Carillion 1,400 5,206
4 Amey 1174 1,452
5 Gallifgrd Try 1,128 1,832
[} Margan Est 799 799
7 BAM Muttall B850 650
] Gaostain, Group 620 286
a9 Skanska UK 75 1,481
10 J Murphy & Sons 433 455
11 VINCI Construction 393 1,882
12 Kier Group 381 2,374
13 Bladk & Veatch 347 2,237
14 Tarmac Limited 3125 2125

Natiznal Contracting

15 Bisg Civik 255.09 255.09

18 VioksrFizpatis, 223 448

17 Clancy Dagus 202 202

18 Colas Limited 20 242

19 Sir Robert MzAlpine 200 1,187

20 Interserve Project 183 770.Y
Services

Tomis Tm
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Competitor Trends 2009/10

Industry Growth/Profitability Matrix (2009)

Miai nCu wapiwansauvil
(GBP 000's)
(June 2004 - June 2009) 02004 @2006

Net Cash Flow (GBP)
(2004 - 2009)

02004 Net Cash & Cash Equivalents
@2006 Net Cash & Cash Equivalents
@2009 Net Cash & Cash Equivalents

Total Profit Before Tax (GBP m) 500
(2004 - 2009) 400

300
200
100
0
D & &> » &
& N & & &
& 3 & $
& o & ©
O Q>
> &
Y )
UK Construction Consolidation 2017-2022 Corporate Strategies and M&A Opportunities

Page 67



Corporate Copy December 31%2016

Competitor Financials 2009/10

“Morgan Sindall seems very fairly priced.”

Competitor Listed Pic's
(all figures as available

Market Capitalisation
source: annual reports

Enterprise Value (Mkt Cap

-Cash +Debt)

12/05/2010) source: annual reports/
statements

Balfour Beatty 1,772 1,448

Costain 135 14

Morgan Sindall 226 195

Kier 402 271

Carillion 1288 1,263

Galliford Try 293 259

Interserve 264 301

Competitor

Balance Sheet- Net
Assets
source: annual report

Balance Sheet- Pension
Deficit
source: annual reports

Balfour Beatty 1,006 586

Costain -4 (Excludes NPV of PFI) 105

Morgan Sindall 209 3

Kier 76 113

Carillion 777 294

Galliford Try 408 (Recent Rights Issue) 28

Interserve 222 95 (Recent transfer of PFI Assets)
Competitor Cash Flow- Operating CF PFI- Directors’ Valuations

source: annual report

source: annual reports

Balfour Beatty 294 610
Costain -17 44
Morgan Sindall 25 38
Kier 25 56
Carillion 268 115 (Recent £100m+ disposals)
Galliford Try 47 19
Interserve 25 62 (Transferred to Pension Fund)
Ratios Order Op Cash (Mkt Cap - Pension PFI/ Net
% Book/ Flow/ Net Deficit/ Assets
Enterprise Enterprise Assets) / Net Assets
Value Value Net Assets
Future Cash Historic % Goodwill Relative Understated
Flow/ Cash Flow/ Pension Balance Sheet
PayBack PayBack Burden
Balfour 973.76% 20.30% 76.14% 58.25% 60.64%
Beatty
Costain 18571.43% na na na na
Morgan 1846.15% 12.82% 8.13% 1.44% 18.18%
Sindall
Kier 1660.52% 9.23% 428.95% 148.68% 73.68%
Carillion 1401.43% 21.22% 65.77% 37.84% 14.80%
Galliford Try 694.98% 18.15% na 6.86% 4.66%
Interserve 1993.36% 8.31% 18.92% 42.79% 27.93%
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ACQUSITION OPTIONS (2010)

Firm Order Mkt Net Yr Pension Opil
Book Cap Assets End Deficit Cas
(Em) (Em) (E£m) Net (Em) Flow
Cash (€m)
(£m)
Galliford 1,800 293 408 133 28 47
Try
Morgan 3,600 226 209 118 3 25
Sindall
Costain 2,600 135 -4 121 105 r1
Group

2010 ANALYSIS

“Galliford Try (Undervalued Share price/ Merger Option)

Galliford Try has a similar profile to some competitor Groups, albeit its strategy is to keep investing in Housing Land acquisitions.
It has recently secured £119m via a Rights Issue to do so. Its recent trading performance was hit by a write down on existing land
banks, rendering an accounting loss of £26.9m in 2009. However, its Market Capitalisation (£293m) seems not to reflect its new
Asset Base (£408m net Assets) including £133m of Cash(although it also includes £115m of goodwill). Rather like Morgan Sindall,
Galliford Try is not an attractive acquisition prospect for some buyers, because of its low exposure to heavy civil engineering
sectors. Nevertheless, with Net Assets at a premium to Market Capitalisation, free cash in the business, and considerable
synergies with an acquirer of similar size, the company is an attractive acquisition opportunity to consider. The company’s
Enterprise Value is currently £149m less than its Market Capitalisation. Given Galliford’s depressed share price, either an
acquisition or Merger might be favoured acquisition strategies. Pension deficit is a modest £19m. the Balance Sheet however
includes £115m of Goodwill yet to be amortised.

Morgan Sindall (Low Goodwill, Asset backed Acquisition Option)

Year End Cash was not maintained throughout the year, averaging £31m, as contracting struggled. However its Market
Capitalisation is at a small £17m premium to Net Assets, and the Enterprise Value is at a £14m discount to Net Assets. It did not
inherit a large Pension Deficit which stands at just 33.2m in the accounts. The Order Book is strong at £3.6bn, but the Product Mix
of Morgan Sindall is not attractive to those who might seek heavy civils sector strengths, not Fit-Out and Affordable housing
(Lovell). Nevertheless, the company is a potential target for a competitor Group. Operating Cash Flow as a percentage of the
current Enterprise Value is 13%, suggesting a 8+year payback, depending on the bid premium, and growth and synergy potential.

Costain Group (Good Cash & Order Book, Cheap Cash Purchase- 3 Shareholders control majority)

Costain offers strong positions in Water, Roads, Waste, Nuclear and Oil & Gas/Process.Its Building Business has been
haemorrhaging cash (but has since been moth-balled). Operating Cash Flow should improve. Of most interest is its Order Book of
£2.6bn and minimal net cash requirement to acquire. The company’s Enterprise Value (Market Capitalisation less Net Cash) is just
£14m, making it a cheap net cash purchase. Kharafi Group would probably take shares off an acquirer as its shareholding in
Costain is not strategic; and UEM recently “swallowed its tail” on the 2007 Rights Issue reducing its shareholding to less than 22%
and relinquishing a place on the Board. Costain has an understated Balance Sheet because of its £44m of PFI Assets and Spanish
Land Bank, and its Pension Fund deficit remains at £105m. Costain is an attractive opportunistic acquisition option for a foreign
buyer because of its brand and product mix and Order Book, subject to due diligence on the position within its Building Division.”

Note: This Analysis was based on Account Information in 2010

|
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THE ANALYSIS NOW , TEN YEARS ON (2017)

Turnover (Em)
2005-2015
10000
8000
6000
4000 m2015/16
2000 m2005/06
0 CAGR (T/0)
S & & A
@V&»V\O ‘&43\4 &
T ES
S © &
L SO
& <¥
PBT (E£m)
2005-2015
800
600
400
200 m2015/16
0 o A 2005/06
_200 V$ OQ\ \ &
P S
& ° S S
& <¥
Comment

Balfour Beatty maintained growth at a Compound Annual
Growth Rate of 4.2%, more than doubled its Net Assets, but
has suffered from Operating Losses

Carillion also grew steadily at CAGR of 4%, despite
acquisitions, and increased Market Capitalisation and Net
Assets, albeit has raise Equity at the time of Acquisitions.
Carillion’s Net Assets figure of £1bn in 2015 includes a large
‘Intangible Assets’ figure being the Goodwill paid for its
acquisition investments. Cash Flow is strong at £245m

Kier increased its Turnover at CAGR of 9.4% by both organic
and inorganic means, and Net Assets risen five fold, but has
also fallen foul to write-downs, some associated with acquired
businesses.

Interserve grew admirably at 11.1% CAGR and grown PBT
from £58m to £115m while maintaining healthy PBT Margins at
4.1% and 3.2% respectively. However the company

struggled to increase its worth much in terms of Market
Capitalisation up from £576m to £656m

Taylor Wimpey was formed by the merger of Taylor Woodrow
and Wimpey Homes in 2006 and has gone on, after the
struggles in a depressed market and high debt at the time of
merger to attain a Market Capitalisation of £5bn (cf. with
Taylor Woodrow Group at £2.4bn in 2005). Taylor Wimpey has
Net Assets of £2.7bn, PBT at £604m (19.2% Margin), and a
Turnover of £3.1bn in 2015/16.

Net Assets (Em)
2005-2015
3000
2500
2000
1500
1000 m2015/16
500
0 2005/06
‘6\ 00$ *_{8‘ Qg\‘o Qé
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QO N "3
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400
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200
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Note: Potential Mergers & Acquisition Scenarios in 2017-2022
are explored in Chapter V of the Report
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MANAGING PARTNERS

A CURRENT PROJECT {London Office)
» Study of Corporate Strategies and ME&A
Opportunities. in UK Constrection
Consolidation 2017T-2022

GREG MALPASS

MBA | Civil Enginesr

International Strategy & Business Development Executive- Greg has a Bachelor of
Science Degree in Civil Engineering from City University London and an MBA from
London Business School and Mew York Graduate School of Business
Administration. He has 40 years expenence working for Ple Groups and their CEDs
in Corporate Strategy, Mergers & Acquisitions, International Trade and Investment,
with particular focws on Infrastructure Sectors hawving worked with  both
International Construction Companies and The Brtish Government's UK Trade &
Investment as an International Trade Adviser He has experience working in the
UK, Mainland Ewrcpe, the Amencas, the Middle and Far East. Greg heads wp
Client Relationships and Assignments in the UK and Spain, and Lead Partner for
Construction Industry Clients workiwide. m Lirkein Profile

A CURRENT PROJECT {Lima Offize)
= Reviewing the Potential for a British
Infrastructure PPP Group in FERLU

ALEKSANDAR PETROVICH

Abogado | Attomey at Law

Internaticnal Lawyer, an FLC Flonda Bar Member and Member of the Florida Bar
International Law Section, Member of the Madrid and Lima Bars; with practices in
Latin Amenica, Spain and the United States. He has a Doctorate in Law from
Universidad Carles Il de Madrid; and has a strong International Litigation and
International Trade & Business background. He has wide expenience of Corporate
Advice and Business Development in USA, Spain and Latin Amernica. Aleks heads
up Client Relationships and Assignments in the US and Latin American , and acts
a5 the Partnership’s Attomey. Linkdn Frofla
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ALEKSANDAR PETROVICH )

N . Primary telephone: (854) 410-0079
Attorney-at-Law | FLC Florida Bar Member Cerified 222067 I :
Memiber of The Flonida Bar Intemational Law Section E- : info@petro o
Member of The Madrid and Lima Bar | Abogado | Spain &
Latin America Practice

SUMMARY

Aleksandar Petrovich is an attorney with studies and practice in Latin America, Spain and the
United States. Versatile and effective bilingual attorney with strong International Litigation and
International Trade and Business Law background and experience. Areas of strength include
successful negotiations, business development, as well as providing clients with innovative

solutions to challenging situations. Practice with solid legal base, knowledge of the market and
capacity to lead a project from beginning to end. Practical and assertive, and gives efficient
solutions.

CORE COMPETENCIES

International experience in Spain, United States, and Latin America - Litigation - Due Diligence -
Drafting legal contracts, agreements, stipulations and others - Legal research & memoranda -
Business development = Client relations Management » Strategic planning & execution -
Favorable settlement negotiations = Execulive collaboration = Mediation participation = Highly
strategic & analytical - Dynamic thinker = Streamlining processes = Financial proficiency = Geo-
politics & economics vision.

ADMITTED TO PRACTICE LAW

+ Affiliate Florida Bar Association - Counsel Legal Foreign (US). Registration 222067.(2004)
Member of llustre Colegio de Abogados de Madrid (Spain). Registration 61387.(1997)
+ Member of llusire Colegio de Abogados de Lima (Peru). Registration 16489.(1991)

-

MEMEBERSHIPS

+ Member of the Florida Bar International Law Section (USA) (2015 to date).

+ Member of the History of Law, Studies Committee of Colegio de Abogados de Lima (Peru).
(1998).

+ Member of the Special Committee for the Defense of Fundamental Rights for the Colegio de
Abogados de Lima (Peru). (1991-1992).

+ Member of the Editorial Board Law Review lus et Praxis published by the Faculty of Law
and Political Sciences of the University of Lima (1987-1991).

PROFESSIONAL CREDENTIALS

+ Doctorate in Law from Universidad Carlos 11l de Madrid (Spain) 1991-1994
+ Professional Law Degree (J.D.), Summa Cum Laude, at the Faculty of Law Universidad de
Lima (Perd) July 1991

WValidated and ratified in US as eqguivalent to Juris Doctor (J.D.)
WValidated and ratified in Spain as Licensed Attomey-at-Law (Licenciado en Derecha).

+ Bachelors degree in Law and Political Science (LL.B.), Summa Cum Laude, at the Faculty

of Law Universidad de Lima (Peru) May 1991
Walidated and ratified in US as equivalent to BA in Law and Political Science (LL.B.).
‘Walidated and ratified in Spain as equivalent to BA in Law.

POSTGRADUATE DEGREES

+ Postgraduate degree in National Security, National Defense, Strategic inteligence on global
business, economic, security and geopolitical affairs by the Centro de Altos Estudios
Macionales, CAEN (Peru). July 1998.

+ Postgraduate degree in Fundamental Rights Law by the «lnstituf Infernational des Droits de
FHomme=», Strasbourg (France). July 1994.

+ Posigraduate degree in Computer Law, Law Office Automation, Law Data Base, Computers
in judicial work, Arfificial Intelligence & Case-based reasoning (CBR) by the
Intergovernmental Bureau for Informatics - 1Bl and the College of Law of Universidad de
Zaragoza (Spain). July 1988.

ACADEMIC EXPERIENCE

+ Adjunct L aw Professor of Comparative | egal Profession.
Florida International University, College of Law, Miami. Florida, United States, 2012 - 2014.
¢ Researcher Associate ad tempus.
Instituto de Metodologia e Historia de la Ciencia Juridica at the Faculty of Law of the
Universidad Complutense de Madrid (UCM), Spain, 2003 - Present.
+ Researcher of Fundamental Rights.
Instituto de Derechos Humanos Bartolomé de Las Casas, at the Faculty of Law and Social
Sciences of Universidad Carlos Ill de Madrid, Spain, 1992-1996.
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GREG MALPASS

CAREER HISTOREY [1975-2015]

OBJECTIVE

Thiz ia not & CV. It iz & narrative of my career, and myroles and
achisvements at compames, dunng 40 vears of changes mntheTE
and Global Construction Industry. My Objective now 1= to 2ecure
& role a2 3 “Retained Conzultant™  reporting to 2 Leading Industry fisure who wizhes to explore
new Corporate Strategies and Mé&Afinance options for srowth of 2 Mojor UK Construction Group.
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EXPERIENCE

Corporate Stratesy

International Businesz Development

Mergers & Acguizitions

Export Finance & Public Povate Partnerships

Project & Commernal Manzsgement

SEILLS

+  Corporate Planmng Advizer to Chamman, CEQ

+»  FEey Chent & Stratesic Partner - Relationzhip Bulding
+ Research & Financsl Anslysis

«  Contract [Megotiztion

«  DMew Businezz Development & Entreprensunal Start-Upas.

mizig}
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EMPLOYERS

Pell Frischmann Group Led [2013-15]
Kier Ple [2010-12]

Coztain Ple [2006-09]

Biwater Led [2001-04]
UKTI[1999.2001]

Wimpey Ple [1875-84], [1995.97]
TarmacPle [1989-19935]

Taylor Woodrow [1987-89]

uroa etSEday ssediEy] (IEFT M+ [¥BERTE08 FE+ FRI0E

EDUCATION

+ Eins Edward VI Grammar School, Stourbndge (10 GCSE “0F° Levels; 3 GCSE A7 Levels)
+ The Ciy Unmiversity, London (B3¢, 2/1 mn Cral Engimeenng) [1975-80]

+ London Businesz School (M3c Businesz Administration) [1984-86]

»  DMew York University (MBA Exchanse Programme) [19835]

PROFESSIONAL MEMEBERSHIPS & DIRECTORSHIPS
Chartered Civil Engzineer — C Eng [1984)
Member of Inztitution of Crvil Engineers- MICE [1980-2011)
Member of National Contractorzs Economics Committes [1991-1994]
Member of UK Constructon Industry Forecasting Commirtes [1992.1994])
Member of Technical Marketing Society of America [1986-1987]
Member of Batizh Peruvian Trade & Investment Group [1999-2002] , .
Director of Brotzsh Colombian Chamber of Commerce [2000-2002) __ i
Director of TermoPacfies 24 (Colombia) [199E8-1900]
Director of International Project Developerz Lid (Izle of Man) [1989-19949)
Director of Brazilian Water Works 34 (Sac Paulo) [1997-1994)
Director of IPCO Contractors Lrd (Hong Eong) [1998-19949]]
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40 YEARS IN GLOBAL CONSTRUCTION (CORPORATE
STRATEGY; BUSINESS DEVELOPMENT; MERGERS &
ACQUISITIONS).

The Past

I joined George Wimpey as a young Indentured Civil Engineer
in 1975, when the company hailed itself as the clear Industry
Leader and “Contractor to the World”. Driven by the
charismatic leadership of Sir Godfrey Mitchell, it afforded many
directly employed staff and construction workers a job for life,
and for me training and exciting experience in Project and
Commercial Management across the UK, The Middle East, and
appointment as one of the Company’s youngest Project
Managers on a Port Project in Peru, South America at 26.

Career ambition and the need to progress led me to study for
an MBA, at two of the leading Business Schools in the world,
London Business School and New York Graduate School of
Business Administration. New York also introduced me to a
new form of Construction Procurement and Delivery in my
industry (“Construction Management”) which would dominate
in the world in the years of fast economic growth and “Fast
Track” construction that followed- and Lehrer McGovern, two
entrepreneurs (ex-Morse Diesel- the NY God Father of CM)
who had taken New York by storm with high profile renovation
and fit-out projects including the Statue of Liberty and New
York Stock Exchange. As the first ‘Brit’ recruited by the
Company to sell an American Solution, the Job and shared
Mission was to help introduce the UK and Europe to the new
idea, and with “Big Bang” looming the City of London was
impatient to build new Offices and Trading Floors, as they were
just in the design stage. Lehrer McGovern'’s flamboyant form of
Aggressive Marketing ("We build for a $ what Brits build for a
£, in half the time!”) helped secure $6bn of Managed Projects
including London Bridge City, Chelsea Harbour, Broadgate, and
the whole of Canary Wharf from the Reichmann Brothers and
Euro Disney in Paris. The incredible success led to a flurry of
further awards, and my total immersion in the US Construction
Management (“Can-do, Client-always-comes-first”) culture;
...and for its proprietors, Gene McGovern and Peter Lehrer, the
sale of their company to Bovis of the P&O Group for circa
$20m. But Property inflation and the Yuppie frenzy had led to
speculative projects in Canary Wharf like Cascades and ‘The
Circle’, both of which exposed investors, and my career
progression to the market bubble. Focus moved from
Construction to Property Futures and tracking the Property
Index; to Off-Plan Sales & Marketing Strategies being adopted
by Developers and Investors. Construction Management
thrived, but when the property market crashed, Funders
sought Guaranteed Maximum Prices of completion from
Developers, and the CM market effectively died, while its UK
copycat Management Contracting continued, albeit in a
diminished way.

While I enjoyed exposure to these new markets and the
Financial Instruments and Strategies employed, and Analysis
of Companies involved, I left to join Taylor Woodrow by late
1987, when the focus of its own undervalued Property Portfolio
and St Catherine’s Dock, its jewel in the crown, had led to an

aggressive Take Over Bid threat from P&O Group. Lord Taylor
had taken it as a personal onslaught from Sir Jeffrey Strirling.
I participated in the development of a successful Defence
Strategy led by Schroeder’s and Lord Taylor. He was a smaller,
humbler character than Godfrey Mitchel of Wimpey’s, but used
to jibe in front of Middle East Clients that he ran ‘the best
construction company in Britain, not the biggest!” But his
obsession with conservative accounting, understated ‘not
unsatisfactory’ profits, and under-valued property assets had
exposed the Group in a market where Property Developers and
Contractors were capitalizing interest and booking profits on
un-completed projects. Taylor Woodrow re-valued its assets,
and I went onto new areas of business development,
promoting in the EU (1992 was looming) several small
European Acquisitions and two large high profile PPP London
based Infrastructure Projects, with Morgan Grenfell, as
Corporate Advisers.

But by 1990 the 1987 Stock Market Black Wednesday Crash
had turned the Economy into recession and with personal
misgivings about the obsession the companies in my industry
had with Property Speculation, I had moved to Tarmac, (and
moved from London to Wolverhampton) when Headhunted to
do so. The 1992 European Infrastructure Bonanza was on the
horizon, and Tarmac was the leading Construction Group,
enjoying several years of unprecedented growth, as a
diversified decentralized asset backed “SBU Portfolio” business,
reorganized by McKinsey’'s Management Consultants, after
near bankruptcy in the late 1970s following large project
losses in Nigeria, following the acquisition of Cubbitts (which
had received down-payments for aborted projects in the
country).

The Tarmac Construction Ltd Division became an Industry
Leader in its own right in the UK and Europe in following years,
under the leadership of Neville Simms, who became one of the
most experienced and distinguished figures in the industry of
his generation. I was privileged to have worked as his adviser
for 5 years, and he became a mentor for me. His leadership
and vision was inspirational and culminated in him assuming
the Group CEO Role, and subsequent Chairmanship. During his
leadership, Tarmac Construction became a £40m profit centre
within the £2bn Turnover £400m Profit Group, with a £100m
cash balance and Negative Working Capital. Not insignificant
when interest rates were rising to 12%.Tarmac had recognized
and consolidated on the Construction Management boom via
the early acquisition of Schal from Chicago; had become the
lead contractor in Department of Transport Motorway
Construction programme; recognized the trend to offer a
“Total Build” service and made horizontal integration
acquisitions in M&E contracting (Crown House), Design &
Project Management Consulting (PSA); and led the Industry in
the Changes towards Client Life-Cycle Term Contract
arrangements with new businesses in Support Services and
Maintenance and Facilities Management of Buildings. I was a
member of the Group European Task Force and led an
International Business Review which also appraised large M&A
targets including Volker Stevin (Netherlands) and Dragados
(Spain), [A Potential Group Merger as Dragados was under
threat of Take-over by Bouygues/Banco Central]; under the
stewardship of Non-Executive Director Lt. General Sir Derek
Boorman. I also led the Acquisition Team for the Privatisation
of the Government’s 1,200 strong Property Services Agency
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(PSA), which was successfully negotiated over a 12 month
period, and secured a £134m Dowry. I worked with advisers
including Merchant Bankers (Lazard), Corporate Lawyers
(Linklaters & Paine), Actuaries (Mercer Fraser), Cost
Consultants (Curries), and Accountants (Coopers & Lybrand). I
refined my skills in team leadership and negotiation and
analysis in complex financing structures, with a highly
successful conclusion to the M&A negotiations.

The birth of Public Private Partnerships was also embraced by
Tarmac, with pioneering proposals (eg. the Birmingham
Northern Relief Road), and ended up with protracted dialogue
with Government on Procurement Structures, throughout the
John Major PFI Initiative....on countless schemes as Neville
went on from leading the TML negotiations with Eurotunnel, to
heading up the Tarmac Group. I was also involved in Industry
Think Tanks including “Reading University led Building 2001”
to help imbed and implement forward thinking building
industry changes. But Neville Simms’ successor at Tarmac
Construction did not share his conservatism to profit taking,
nor “internal affairs”. Most of the PSA provisions were written
back as contracting profits, to cover overtraded positions in
the Major Projects Division, as he moved on to run his own
Water Company PLC. The "“Strife of Brian” was well
documented by the Telegraph in 2003 concerning his two
Corporate CEO roles and sackings subsequent to Tarmac.
Questionable business ethics and his private life (*mixing the
bedroom with the boardroom”) had caught up with him, and
his position was said to have become “untenable” over
accounting issues. At Amey £55m of profits turned to £18m
losses, and there was a £100m asset write-down on a
restatement of accounts. The main dilemma apparently
appeared to have been the capitalization of £m’s on PFI
development projects that never reached financial close and
required write-downs as a consequence.

He and I had negotiated the £134m dowry for Tarmac from
HMG for PSA, but we clearly didn't see eye to eye thereafter.
The cushion provided by my Service Contract and a 12 month
pay-off, gave me time to secure a new role. I turned down
Board Level job offers at Christiani & Nielsen plc after their
Reverse Takeover in Bangkok (declined because my wife
wouldn't relocate), Morrisons in UK (a directorship and share
scheme that would have been worth £18m when Morrison
subsequently sold out to Anglian Water), and a senior role at
Coopers & Lybrand (Advisor on PSA deal to HMG). I elected
instead to return to Wimpey in 1995, as the prodigal son after
10 years away, in a more senior position as Construction Head
of the “Group’s Corporate Planning Unit”. The new remit was
to put in place strategies to aggressively grow the Construction
Division, off the back of a strengthened Balance Sheet
following a Rights Issue. The Rights Issue had, scandalously
for some, diluted the Tudor Charity Trust Fund (set up by Sir
Godfrey Mitchell) to just 5%, down from its original 50% which
had protected the company from take-over.

As I developed new ideas and strategies -including a trip to
Canada to negotiate a potential merger with SNC Lavalin of
Canada to form a Global EPC Group, and acquisition of Soft
Facilities Management Businesses (eg Gardner Merchant) - the
City of London Analysts began to criticize the models of
Diversified Construction Conglomerates (eg. Trafalgar House,
Tarmac) which were hard, they claimed, to value fairly as
“sums-of-the-parts” businesses. At Wimpey new forms of

Contracting (eg. DBO, DBFO) were also leading to changed
Risk and Cash Flow profiles in Construction, and focus was
shifting back to developing asset backed businesses (eg
Minerals) and land banks for Private Housing Development.

I was asked by the CFO to lead a new Strategy Review for
Construction, with a view to market exit. I undertook this
study internally with a brief of maintaining strict confidentiality,
due to fears of the repercussions of leaks to the market and
staff. Sale of parts and the whole of the business to European
Groups were considered as well as MBO options. Two
Recommendations were forwarded by myself involving
Tarmac; firstly a Group Merger, and secondly an innovative
Asset Swap of Wimpey Minerals and Construction Businesses
for Tarmac’s Housing Business (named “Project Blacksmith”).
The latter maximized the combined value of the Wimpey
Businesses, and analysis determined that the Combined
Tarmac UK regional Minerals Businesses would avoid
Monopolies and Mergers/Office of Fair Trading attention based
on national market dominance. The option received Board
Approval.

The subsequent Wimpey reliance on the cyclical Housing
Market was highlighted by me, and others, as risky, but the
Board preferred the Asset Swap rather than the synergistic
Group Merger Option which I favoured. Frankly Directors
feared for their jobs. An industry recession subsequently led to
a defensive merger of Wimpey and Taylor Woodrow Housing
Businesses, within a few years of the Asset Swap being
completed. Tarmac also ended up demerging its Minerals and
Construction businesses in due course, leading to the launch of
a newly listed and cash rich Construction and Services
Business, namely “Carillion”.

I moved to IPCO after the Asset Swap, as an expected senior
role was not forthcoming at Tarmac, and cuts were the order
of the day. I had given birth to Project Blacksmith, but had
become the ‘Turkey who had voted for Christmas’. IPCO (a
maverick small but Global Investor, Developer, and EPC
Contractor in Infrastructure) in Singapore was always seeking
new challenges, in difficult markets (eg. Indonesia, Nigeria,
Colombia) and introducing BOT around the world. I became
Director of two IPP and Concession Businesses in Power and
Water in Colombia and Brazil, and chased work in Iran, Yemen,
Venezuela, Panama, and South Africa. But the Asian Capital
Flight crisis in 1998 led to the crash in local currencies, and
together with money laundering related project losses in
Nigeria, Company dissolution in Colombia over a Board
dispute, and death threats, over a corrupt land deal, and a
devalued Private Port Concession in Labuan, Malaysia due to
the currency crash after the flight of capital from Asian
Markets- IPCO finally broke its Banking Covenants and led to
the demise of the Singapore PLC, which was taken over by an
Indonesian businessman, just after the Malaysian Stakeholder
Shareholder Promet had stepped in to support the company.
Promet itself didn’t survive the crash, and neither did the ex
US Marine, Vietnam veteran CEO of IPCO, always suspected of
being CIA linked, who left to join Kvearner, to cause havoc
there instead. IPCO proved for me to be another lesson in the
virtue of good Corporate Governance, and that fortune favours
the brave.
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In 1999 I was seconded to HMG (on a fixed 2 year term,
extended to 3 years) to act as an Industry and Regionally
focused International Trade Advisor (Infrastructure and Latin
America respectively). I worked with the UK’s Department of
Trade & Industry, Foreign and Commonwealth Office, UK
Export Finance (ECGD), Overseas Embassies, and Ministers
and Industry leaders in Target Countries in the Andean Region
of South America.

Following that I used my senior Latin contacts and Spanish
language skills to secure a role in Regional Business
Development for Biwater. It too, was “entrepreneurial” in its
approach to Business Development, and a leader in introducing
the BOT model to the International Water Industry, and listed
a subsidiary Cascal on the New York NASDAQ Stock Exchange
to raise funds to do so. I was involved in Business
Development in the Caribbean and Central America region,
where the Company owned the World’s first Privately Financed
Waste Water Treatment Concession, with a Take-Off
Agreement to the Regional Government/ Water Authority in
Puerto Vallarta, Mexico. But development of PPP and Export
Financed Projects in territories where Corporate Governance
and Transparency became difficult to control, and project
losses in Panama, eventually led to retrenchment to familiar
markets, and sale of a core UK subsidiary in the early 2000s to
MWH of USA to re-finance the Group. Complications with the
corrupt local Sponsor thwarted a $188m US Exim Financed
Project I had negotiated with the Government in the
Dominican Republic, and my career progression at Biwater.
The highly successful Entrepreneurial Founder, Adrian White,
re-assumed management control of the business, and set
about re-building the International Water Contracting business,
focused on Government Export Guarantee Financed, to avoid
payment difficulties on projects with Overseas Governments. I
helped the Chairman Sir Adrian White to build strategies to
secure implementation of good corporate governance, who
subsequently became a signatory and member of the World
Economic Anti-Corruption Forum, in Davos Switzerland.

I took time out, and my knowledge of UKTI network, to set-up
a new entrepreneurial on-line supply-chain procurement/
tendering  start-up business promoting Coalition Country
Suppliers to the Rebuilding Iraq Programme, firstly in
Washington and London then to the 52 Coalition Countries
across the world. Interviewed by CNN and BBC World and
Guest Speaker in Washington at the first Rebuilding Iraq
Conference, the business took off well. It won an award from
the US Federation of International Trade Associations , and
secured over 3,000 suppliers and buyers from across the world.
It faltered when Iraq was ravished by insurgency and
companies, other than security firms, took a revised view on
the Iraq opportunity.

In 2005 I was asked by a life time career business colleague to
join Costain to help with several issues. Costain was an
injured dinosaur in the early 1990s after it had avoided
bankruptcy from $500m losses on an ill-advised investment in
Deep Shaft Coal Mining in the USA in the late 1980s. Having
sold off all peripheral businesses to survive, it was struggling
to re-establish itself as a Civil Engineering Contractor,
diversifying into the UK Water Framework Businesses. The
support of White Knight Stake Shareholders Kharafi of Kuwait
and UEM (which became part of the State Sovereign Fund

Khazanar after the currency crash in Malaysia) of Malaysia had
been tested with extraordinary losses and subsequent diluted
ownership and value, due to a series of Rights Issues. The new
CEO had inherited a business with overseas losses, and
overtraded UK businesses, with declared profits, claims to
value, and no operating cash flow to support them. I
undertook a full financial and operational review of the
Company (going back 15 years) to help undercover the trace
of cash outflows, and reported back to the Chairman, CEO and
Board the need for re-financing (via a yet further Rights Issue)
and strategies for business development and M&A options,
despite constraints, including an innovative Convertible Bond
Issue to Kharafi to fund growth. But Costain was “shackled” to
a “stick-to-its-knitting” strategy with several Group Acquisition
Proposals being rejected by its Board, including reluctance on
the part of the bruised Stakeholder shareholders. It is an
interesting point, that when minority shareholders have a
representative Director on the Board, they clearly have more
influence over strategy and decision making than most Plc
minority shareholders do. Shareholder activism is on the
increase, but generally speaking an institutional investor will
abide by what the management says- all too much some will
say. Therein lies perhaps the role of Supervisory Boards in
Mainland Europe, where UK Non-Executive Directors maybe
fall short, in challenging a dictatorial CEO and Executive Board.
Ultimately, I predict, Costain will be acquired, because it’s still
not back to being a Tier 1 contractor, but has the potential.
Maybe a UK tie-up with someone like Babcock, or a foreign
suitor such as an old sparring partner Skanska.

I worked from bases in Hong Kong and Abu Dhabi and was
initially located in Lagos, involved in the successful exit from
Nigeria through sale of the company’s shares there. Under a
strategy set by the CEO to exit overseas markets, I worked
with Partners China Harbour (CHEC) to exit from loss making
contracts in Hong Kong, following a full Project Audit and
Identification of Tender Errors, undertaken by myself on behalf
of the Joint Venture. I also promoted Water Industry Reforms
in Malaysia and India, as a Speaker on Water Privatisation and
PPPs at Seminar Missions across both countries. I also spent 6
months in the UAE trying to develop relationships with
Members of the Ruling Royal Families, as potential new
Sponsors, especially Sheik Khalid Al Qassimi, the cousin of the
Ruler of Sharjah, a true gentleman who became a close
colleague. I left the Company after the 2007/2008 Global
Economic crash effect on the Middle East, to join Kier, and the
incumbent CEO, Andrew Wyllie, went onto successfully build
up Costain’s Civil Engineering businesses organically, via
Sector Management, and Client focus. The long suffering
Strategic Shareholders however undoubtedly lost out over the
period of their loyalty as White Knight investors. A trade sale
of Costain, once Wyllie had turned it around, might have given
them some return, but construction egos prevail, and Costain
spent too many strategic hours and substantial money on fees
reviewing M&A options including Taylor Woodrow Construction,
May Guerney and others, all to no avail. The matter was the
subject of some very telling P&C letters between me and the
Chairman. But these shareholders have since reduced their
holdings further, and while the shackles are off, and Wyllie
comes to the twilight hours of his stewardship of Costain, M&A
in my view should entail finding the right buyer to back
Costain into, probably maintaining its brand and returning in
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time to the glory days when Costain was a major force in the
industry.

In 2010 I joined Kier. Kier was a successful Group with strong
cash flows and sustained compound earnings growth since its
MBO from Beazer via Hanson after its takeover of Beazers
Assets, and Stock Market Flotation. As a “Cash Cow” its
organic growth strategy was primed for additional growth via
acquisition led diversification. Several strategies were explored,
but Kier was traditionally cautious about Acquisitions, not
unusual for a previously “management owned” business.
However I undertook a full Acquisition study for purchase of
Costain Group which I undertook for the CEO as Kier's
Infrastructure Business was small in Group terms. The
Proposal was rejected by the leaving and risk-averse CFO in
2011. In the Middle East, Kier had struggled to maintain its
market share after the crash in 2007/2008 in Dubai. Managing
client relationship based businesses in Saudi Arabia also had
its frustrations, and Corporate Governance issues, and
Regional Senior Management had moved to Hong Kong to
explore opportunities on the Hong Kong MTR where
transparency and engineering solutions prevailed as a means
of securing and delivering projects. I aligned the business
with an old IPCO partner in Saudi Arabia, HE Amr Dabbagh,
Governor of the Saudi Arabia General Investment Authority, a
forward thinking reformer; and HH Faisal bin Salman bin
Abdulaziz Al Saud, son of the King of Saudi, introduced by
UKTI and Prince Andrew’s office acting as Global Business
Ambassador- to co-develop 3 ECGD backed Teacher Training
Academies in Saudi. But when a new Management
appointment of an Overseas MD based in the Middle East
which undermined my role, was followed by appointment by
him, of a new Ruling Family Member Regional Sponsor from
the wrong side of the Khalifa family in the UAE, my influenced
to make my mark had significantly waned. My long research
and understanding of the nuances of the UAE Ruling Family
Members’ influences themselves went back to the roots of the
BCCI Banking scandal where Drug money from Colombia and
Panama, funding for the Mujahideen in Pakistan, and Abu Nidal
in the Middle East all flowed through the bank's coffers, and
Sheikh Zayed, the UAE Ruler had to write off $2bn to sweep all
under the carpet. Those family members tarred with the
prostitution and gambling rackets which had enticed them in,
and started the rot, were well known in the Rulers’” Bedouin
tents as the bad blood. The 5 sons of Sheikh Zayed’s favourite
wife Fatima, subsequently ran UAE and its newly formed
independent Sovereign Wealth Funds, particularly Sheikh
Mohammad, the highly respected Crown Prince, whose circles I
had managed to start to infiltrate (with a personal invite to His
Excellency’s regular Business Receptions), before the new
MD’s outside appointment had stolen my thunder.

Most of the above went on over so many heads at Kier's
Regional business. So I left, and I moved to new challenges at
Pell Frischmann in London. Kier subsequently took a far more
M&A led route after I left. The departure of John Dodds and his
wife the CFO, had opened a new era. Stephen Bowcott was an
advocate of acquisitions, and the rapid acquisitions of May
Guerney and Mouchel, albeit “strategic”, created some
indigestion, and it maybe coincidental that Paul Sheffield left
the Group around that time (albeit before the Mouchel Buy), to
join Laing O'Rourke, “where construction comes before
spreadsheets.” As a softy spoken, humble company man, he

maybe lacked skills with spreadsheets, but also lacked the
nasty psychopathic traits of so many CEOs I had encountered
over the years. The Board Room of major Construction Groups
is not always a safe home for gentlemen, especially when key
numbers on spreadsheets turn red.

At Pell Frischmann I worked as a “Retained Consultant” on a
Retainer & Success Fee basis, and looked for new Design-
Build Joint Ventures in Health, Water, Infrastructure, and one-
off Acquisitions (eg. Carillion’s Consulting Subsidiary TPS); and
also business development for its Water Treatment Technology
Business (Aqua Dynamics) in markets in South America. And
made country visits to Peru and Colombia. However my main
focus, and motivation, was on seeking the right strategic way
forward for the group. I became a confidant of the Group
Chairman, and I did this by undertaking a very detailed, but
discretely undertaken, 15 year Financial and Operational
Review of the Group’s activities, and concluded that the
business needed to address Succession Planning Issues and its
Ownership Structure moving forward. The core Consulting
Business was lack-luster and below critical mass, while the
Group was supported by successful PFIs and a large Cash
Balance from a wind-fall PSA Privatisation deal in the early
1990s. Family interests and the ages of the Principals/
Directors also complicated implementation of the best forward
strategy. A Divestment Proposal & Company Valuation was
developed in confidence for the Group Chairman, and
introduction made to Capita Plc as prospective purchaser. The
Sale negotiations fell apart when Capita’s Due Diligence
identified poor payment performance and disputes on an Iraqi
Project, and a perceived reluctance on the part of the
Chairman to consider a sale on acceptable terms. Dr
Frischmann is a formidable industry figure, renowned engineer
and businessman, but his single-minded authoritarian and
sometimes ill-advised dogma, became his Achilles heel in later
years. With immense personal wealth, he felt his firm was both
his life and his hobby, and it appeared both his business
partner of 45 years and his employees came second to that
passion. The Consulting Subsidiary was subsequently sold to a
German Investment Company, together with a £30m Pension
Deficit, guaranteed by the Group’s cash deposits and PFI
Assets. I received no Success Fee for the transaction as I had
left the Company, and not made the prior introduction to the
said Group. I had been offered a continued role with the Group
on less favourable terms by the Chairman, but elected to leave
without the quite considerable financial reward I had been
incentivised to pursue.

I had had several meetings with the CEO and Corporate
Development Directors of Carillion over recent months; and
had been verbally offered the MD role for a new posting in
Kuala Lumpur by Carillion, and completed the formal
“Accelerated Leadership Programme Assessment”, only to hear
at the eleventh hour that the Carillion Board had rebuked the
idea of establishing a Far East operation at the time.

With all riding on that appointment, the lost ($2m) commission
from the failed sale of Pell Frischmann, and resignation
therefrom- I sold my home at a distressed price, and informed
my estranged Asian wife who had only skeptical hope that my
appointment to Malaysia was a done deal and would result in a
reconciliation. Carillion’s own adviser at the Accelerated
Leadership Programme expressed dismay at how the matter of
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the U-Turn had been dealt, as “not being an example of how
Carillion behaves.” I moved to my second home in Spain, with
my step-daughter to seek a soft-landing to all of the above,
and reflect on new career direction.

Note: Following Text withheld from Distributed Copies.

The Future

Greg Malpass
London October 1%, 2016
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Audit

“Year-End review in a festive mood.”

L
UK Construction Consolidation 2017-2022 Corporate Strategies and M&A Opportunities
Page 84



Corporate Copy December 31%2016

CORPORATE ADVISERS
(“The Big Four”)

(in no specific order)

EY

Ernst & Young

3. Deloitte
Mark Pighini mpighini@deloitte.com
Global Valuation leader +1 404 220 1983
Roberto Cortez rcortez@deloitte.com
itte Advisory Managing +1 214 840 1145
ctor | Deloitte CRG
Elijah Kaplan ekaplan@deloitte.com
Senior Vice President | +1 551206 4767
Deloitte CRG

John van Rossen
Head Partner - Transaction
Support

+44 (0)20 7951 6026
amulea@uk.ey.com

Jason Clatworthy
Partner M&A Infrastructure

jclatworthy@deloitte.co.uk
+44 (0)20 7007 6505

Michel Driessen
Partner & Markets Leader -
Transaction Advisory Services

+44 (0)20 7951 8792
amulea@uk.ey.com

Partner Infrastructure

David Scott dscott@deloitte.co.uk
Partner M&A Infrastructure +44 (0)20 7007 2502
Nick Prior nprior@deloitte.co.uk

+44 (0)20 7007 9858

Matthew Jiggins

mjiggins@deloitte.fr

Dougald Middelton
Head Partner - Lead Advisory

+44 (0)20 7951 0945

Pascal Souchon

psouchon@deloitte.fr

Mansour Belhiba

mbelhiba@deloitte.fr

Adrian Mulea

EY, London

Audit Director, Real Estate
and Construction

amulea@uk.ey.com

Javiar Parada

japarada@deloitte.es

Miguel Lasema

mlasema@deloitte.es

Russell Gardner

Head of Real Estate,
Hospitality & Construction,
UK&I

+44 (0)20 7951 5947

rgardnerl @uk.ey.com
+44[0] 20 7951 5947

KPMG

4. KPMG

Fraser Greenshields

Head of Real Estate,
Hospitality & Construction
Transaction Advisory
Services, UK&lI

fgreenshields@uk.ey.com
+44[0] 20 7951 7151

Mr. James Stewart
Chairman, Global
Infrastructure

James.stewart@kpmg.com

Malcolm Bairstow
Head of Infrastructure, UK&I

mbairstowl@uk.ey.com
+44[0] 20 7951 3685

Mr. Nick Chism

Deputy Head of Global Sales
and Markets / Global Chair of
Infrastructure, Government
and Healthcare

Nick.chism@kpmg.com
Nick.chism@kpmg.co.uk

Henry Stratton
Real Estate Analyst

henry.stratton@uk.ey.com
+ 44 [0] 20 7980 0666

pwec

2. PWC

Nahidur Rahman, PR
Manager

T: +44 (0) 20 7694 8812
M: + 44 (0) 788191 6975
E: nahidur.rahman@kpmg.co.uk

Jonathan Hook
Global Engineering &
Construction leader

Tel: +44 207 804 4753
jonathan.hook@uk.pwc.com

Richard Threlfall
UK Head of Infrastructure,
Building & Construction

Construction T. +44 (0)113 231
3437 M. +44 (0)7960 589 814
E. richard.threlfall@kpmg.co.uk

Rina Begum Sector Executive
Infrastructure, Building &
Construction

T.+44 (0)121 335 2542 M. +44
(0)7557 457042
E. rina.begum2@kpmg.co.uk

Joshua Southern
Manager Infrastructure

T:+44 (0) 20 7311 1569
E: joshua.southern@kpmg.co.uk

Andy Pyle
Head of Real Estate

London, GB
Andy.pyle@kpmg.co.uk

Richard J Clarke
Partner Investment

Pippa Vaux Email: pippa.vaux@uk.pwc.com
Tel: 020 7212 1672
Mobile: 07753 460 118

Colin Mcintyre Tel: +1 (213) 356 6029

US Engineering &
Construction Deals Leader

colin.mcintyre@us.pwc.com

Joy Winton
Global Engineering &
Construction Marketing

Tel: +31 8879 23281
joy.winton@us.pwc.com

Deloitte
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Deal Review and Advisor League Tables

United Kingdom

I T T S W
1 3 GATELEY 148
2 2 SHOOSMITHS 148
] B DWF 120
4 1 DLA PIPER 116
5 4 PINSENT MASONS 115
[ 9 EVERSHEDS 9
1 1 BRABMERS L1
8 12 SQUIRE PATTON BOGGS L1
] MILLS & REEVE L1l
10 18 TRAVERS SMITH ]
1 - ASHFORDS 8
12 1 ADDLESHAW GODDARD 7%
13 13 JONES DAY 2]
14 B HERBERT SMITH FREEHILLS 69
15 23 WRAGGE LAWRENCE GRAHAM & CO 2]
16 14 CLIFFORD CHANCE 68
17 29 IRWIN MITCHELL 63
18 35 FREETHS 61
19 15 SLAUGHTER AND MAY [1]
20 10 CMs 58

B.
CORPORATE LAWYERS
(Top 20 Construction and
M&A)

(in no specific order)

WHITE & CASE
1. White & Case

Ellis David Baker

Tel: 44 20 7532 1601
Email: ebaker@whitecase.com

Brian Strawn
Partner, M&A, Tokyo

T+813 6384 3159
T+81 3 6384 3300

E bstrawn@tokyo.whitecase.com

Richard Youle
Partner, London

T +44 20 7532 1577
T +44 20 7532 1000
T +44 7786 938 755

E richard.youle@whitecase.com

John Reiss T+1212 819 8247
Partner, New York E jreiss@whitecase.com
W
i1 PAISNER
2. BLP

MARC HANSON

Tel: Work 020 3400 1000
Email: marc.hanson@blplaw.com

RICHARD LAUDY

Tel: 020 7490 6259
email:
richard.laudy@pinsentmasons.com
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MARTIN ROBERTS

Tel: Work 020 7490 6222

Email:
martin.roberts@pinsentmasons.co
m

DAVID RYAN

Partner - Head of Office

email: david.ryan@pinsentmasons.c
om
telephone: + 44 (0)20 667 0191

FRASER MCMILLAN

Partner - Head of
Construction Advisory

email:
fraser.mcmillan@pinsentmasons.co
m

telephone: + 44 (0) 141 249 5403

ANDREW KERR
Partner

email:
andrew.kerr@pinsentmasons.com
telephone: + 44 (0) 113 294 5265

ANDREW MASRAF
Partner - Head of
Transactional Service

email: andrew.masraf@pinsentmas
ons.com
telephone: + 44 (0) 20 7418 9505

& EVERSHEDS
& 4

3. Everheds

SIMON OATS

Tel: +44 207 919 4750
Email: simonoats@eversheds.com

GREG HAMMOND
Partner

Email:
greghammond@eversheds.com
tel: +44 207 919 4989

C{S CharlesRussell
Speechlys

4.  Charles Russell
Speechlys

Adam Carling Partner

T: +44 (0)20 7203 5048 |
adam.carling@crsblaw.com

Chris Putt Partner

T: +44 (0)20 7427 6616 |
chris.putt@crsblaw.com

Adrian Mayer Partner

T: +44 (0)1242 246339 |
adrian.mayer@crsblaw.com

Tim Raper

T: 020 7427 6472
tim.raper@crsblaw.com

MAYER+-BROWN

5. Mayer Brown

MICHAEL REGAN

Tel: +44 20 3130 3899
Email: mregan@mayerbrown.com

PETER DICKINSON
Partner

pdickinson@mayerbrown.com
T+44 20 3130 3747
F+44 20 3130 8779

GUILLAUME KUPERFILS

gkuperfils@mayerbrown.com

6. Freshfields

Partner
RICHARD PAGE rpage@mayerbrown.com
Partner T+44 2031303787

F+44 203130 8779

Freshfields Bruckhaus Deringer

Sally Roe

Tel: 020 7936 4000
Email: sally.roe@freshfields.com
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Mark Rawlingson

mark.rawlinson@freshfields.com
T +44 20 7936 4000
F +44 20 7832 7001

ard Braham T +44 20 7936 4000

F +44 20 7832 7001
edward.braham@freshfields.com

Julian Long T +44 20 7832 7027

F +44 207108 7027
julian.long@freshfields.com

7. Ashurst

Adrian Clark

T:+44 (0)20 7859 1767
E: Adrian.clark@ashurst.com

Keith McGuire

T: +65 6416 3340
E: Keith.mcguire@ashurst.com

Simon Beddow

T: +44 (0)20 7859 1937 / M: +44
7768 278 031
E: Simon.beddow@ashurst.com

Linklaters
UK

8. Linklaters

Charlie Jacobs

Partner, London

(44 20) 7456 3332

charles.jacobs@linklaters.com

Nick Rumsby,
M&A Partner

Telephone:+442074563606 E:
nick.rumsby@linklaters.com

Cuype&Co

9. Clyde & Co

T+44 (0) 20 7876 4231
E anthony.albertini@clydeco.com

+44 161 240 2871
M+44 7711 194085
E steve.cannon@clydeco.com

C'M'S' Cameron McKenna

10. Cameron
McKenna

Bill Carr

T +44 20 7367 2002
F +44 20 7367 2000
bill.carr@cms-cmck.com

Mark Heighton

T+44 207367 2177
F +44 20 7367 2000

mark.heighton@cms-cmck.com

UK Construction Consolidation 2017-2022

CLIFFORD

CHANCE

11. Clifford Chance

Brendan Moylan,
Infrastructure M&A Partner,
London

Brendan.moylan@cliffordchance.co
m

Global Guy Norman

T: +44 20 7006 1950
E: guy.norman@ cliffordchance.com

Steven Fox
Partner

E: steven.fox@ cliffordchance.com

Matthew Layton
Managing Partner

Office London
Tel +442070061229
E: matthew.layton@

cliffordchance.com

David Metzger
Partner

Mark Poulton, Head of
Corporate , London

Office London
Tel +442070064240

E: david.metzger@

cliffordchance.com

E:
mark.poulton@cliffordchance.com

Tl TFenwickElliott

12. Fenwick Elliot

Assistant to Nick Gould

T: +44 (0)20 7421 1986

F: +44 (0)20 7421 1987

DX 178 LDE

E: nelliot@fenwickelliott.com

Nicholas Gould Partner

M: +971 (0)56 971 5993. E:
ngould @fenwickelliott.com

= SMITH

AW Hersert
7Y\ FREEHILLS

13. Herbert Smith
Freehills

STEPHEN WILKINSON
PARTNER, Global Head of
Mergers & Acquisitions.

Stephen.wilkinson@hsf.com

BEN WARD
REGIONAL Head of Practice -
Corporate, UK & US

Ben.ward@hsf.com

GAVIN WILLIAMS
PARTNER

Gavin.williams@hsf.com

ALVARO SAINZ, Spain

Alvaro.sainz@hsf.com

PATRICK MITCHELL

+44 20 7466 2157
Patric.mitchell@hsf.com

Hogan
Lovells
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14. Hogan Lovells

Robert Darwin

Partner Email
robert.darwin@hoganlovells.com

Ben Higson London

Partner Email

ben.higson@hoganlovells.com
Phone +44 20 7296 2535

Steven Bryan
Partner

London

Email
steven.bryan@hoganlovells.com
Phone +44 20 7296 5056

Timothy Hill Partner

Timothy.hill@hoganlovells.com

Andrew Pearson
Partner

andrew.pearson@hoganlovells.com
Phone +44 20 7296 2000

Damon So Partner

Damon.so@ hoganlovells.com

Peonnie Mak / Cissy

Chan T: 2840 5942 / 2840 5931
peonnie.mak@hoganlovells.com
cissy.chan@hoganlovells.com

N

CLARITY MATTERS

15. Nabarro

Steven Williams
Partner Infrastructure,
Construction & Energy

T+44(0)20 7524 6713
s.williams@nabarro.com

Kevin Joyce
Partner Infrastructure,
Construction & Energy

T+ 44 (0)20 7524 6159
k.joyce@nabarro.com

Alasdair Steele T+ 44 (0)20 7524 6422
Partner Corporate a.steele@nabarro.com
lain Newman T+ 44 (0)20 7524 6423
Partner Corporate i.newman@nabarro.com
Andrew Inkester T+ 44 (0)20 7524 6372
Managing Partner Corporate | a.inkester@nabarro.com
Caroline Newsholme T+ 44 (0)20 7524 6686

Partner Corporate

c.newsholme@nabarro.com

ALLEN & OVERY

16. Allen Overy

Nigel Pritchard

Email:
nigel.pritchard@allenovery.com

L +44 20 3088 3317

Richard Evans

richard.evans@allenovery.com
{- +44 20 3088 3194

Gareth Price

+44 20 3088 2740
Gareth.price@allenovery.com

Wim Dejonghe

will.dejonghe@allenovery.com

Stephen Lloyd

stephen.lloyd@allenovery.com

BAKER & MSKENZIE

17. Baker McKenzie

TIMOTHY (TIM) E.D. GEE
Partner

T+44 207919 1855
E: tim.gee@bakermckenzie.com

ROBERT E. ADAM
Partner

T+44207919 1863
E

Robert.adam@bakermckenzie.com
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MICHAEL HERINGTON

T 0207919 1972

E
michael.herington@bakermckenzie.
com

19. ICLG International
Comparative Legal Guides

Michael.hatchard@skadden.com

RICHARD LAUDY

Tel: 020 7490 6259
email:
richard.laudy@pinsentmasons.com

MARTIN ROBERTS

Tel: Work 020 7490 6222

Email:
martin.roberts@pinsentmasons.co
m

DAVID RYAN
Partner - Head of Office —

London

email:
david.ryan@pinsentmasons.com
telephone: + 44 (0)20 667 0191

FRASER MCMILLAN

Partner - Head of
Construction Advisory

(] email:
. fraser.mcmillan@pinsen
tmasons.com

L] telephone: + 44 (0) 141
249 5403

ANDREW KERR
Partner

email:
andrew.kerr@pinsentmasons.com
telephone: + 44 (0) 113 294 5265

ANDREW MASRAF
Partner - Head of
Transactional Service

email:
andrew.masraf@pinsentmasons.co
m

telephone: + 44 (0) 20 7418 9505

Beale&Company

20. BEALE & Co

James Hutchinson, Partner

E: j.hutchinson@beale-law.com
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(Top 30)
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CANADA

28. CANACCORD
GENUITY

31. WK CORPORATE

29. CENKOS
SECURITIES

30. BCMS
CORPORATE

D.
CORPORATE CEOs
(Top 15 UK & European
Contractors)

1. Balfour Beatty, Leo Quinn
CEO

Rty

2. Carillion, Richard Howson,
CEO

3. Interserve, Adrian
Ringrose, CEO

4. Laing O’Rourke, Ray
O’Rourke, Chairman

5. Kier Group, Haydn
Mursell, CEO

6. Taylor Wimpey, Peter
Redfern, CEO

7. Morgan Sindall, John
Morgan, CEO

8. Vinci/Taylor Woodrow

9. Amey Uk/ Ferrovial
Andy Miller

10. Galliford Try, Peter
Truscott, CEO
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Steve Fox, MD BAM Nuttall
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13. Skanska, Mike Putnam
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!
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1

19. LAZARD
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22. HSBC ]

23. UBS ¢
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14. Costain
Andrew Wyllie, CEO

= =
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=
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Andy Botton

Nadine Buddoo

Robert Henson

Michaila Hancock

210 l= s

CONSTRUCTION INDEX

CONSTRUCTION NEWS

Rabecca Evans, Editor

Charlie Schouten, Editorial
Analyst

Il

Daniel Kemp, Features
Editor

(]

Damon Schumann

Robyn Wilson

Jack Simpson

Lucy Alderson

Tom Fitzpatrick

l=f I~ |l 10 lI;y

CONSTRUCTION
ENGINEER

Aaron Morby

1>

ENR

Peter Reina, London

Janice L Tuchman, Editor

Richard Korman

boull | ol [

CONSTRUCTION
MEDIA

Matt Brown

K.
MEDIA CORRESPONDENTS
(NATIONAL PRESS)

TELEGRAPH/ SUNDAY

Tim Wallace

Peter Spence

Tara Cunningham

1V IO |l=d |I=3 [Il=

FINANCIAL TIMES

Catherine Goacher

n

Lionel Barber

GUARDIAN

Phillip Inman

TIMES

14 10 |0

MAIL ON SUNDAY

OBSERVER

DAILY MAIL

DAILY EXPRESS

L.
INDUSTRY TRADE
ASSOCIATIONS &UKTI

ICE

BRITISH EXPERTISE

ACE

10B

CONSTRUCTION
PRODUCTS
ASSOCIATION

RICS

UKTI

M.
MINORITY
SHAREHOLDERS

BALFOUR BEATTY

Causeway Capital Management
LLC

M&G Investment Management
Ltd.

Schroder Investment
Management Ltd.

Norges Bank Investment
Management

Newton Investment Management
Ltd.

Invesco Asset Management Ltd.

UBS Asset Management (UK)
Ltd.

Kames Capital Plc

CARILLION

DFA International Small Cap
Value

Templeton Foreign Fund A

Standard life Invts

Blackrock inc

Templeton World Fund A

Vanguard Total Intl Stock
Inde

Templeton Intin Foreign
Equity Fund
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0.
SOVEREIGN WEALTH
FUNDS

Norweigan Goverment
Pension Fund

Abu Dhabi Investment
Authority/ Mubadala

SAMA Foreign Holdings

China Investment
Corporation

SAFE Inv Company

Kuwait Inv Authority

Hong Kong Monetary
Authority

Gov of Singapore
Investment Corp

Temasek Holdings

Qatar Inv Authority

Oman Investment
Authority

Saudi PIF

P.
CONTINENTAL
EUROPEAN
CONSTRUCTION
COMPANIES

Vinci (Taylor
Woodrow)

ACS (Dragados/
Hochtief)

Bouygues

Skanska

Strabag

Eiffage

FCC

Acciona

BAM (Nuttall)

Ferrovial (Amey)

Q.
CHINESE
CONSTRUCTION
GROUPS

Chinese State
Construction &
Engineering Co (CSEC)

China Railway
GroupChina Railways
Construction Corp

China Communications
Construction (CCC)

Metallurgical Corp of
China (MCC)

R.
OTHERS

Sheikh Khalid

HE Amr Dabbagh

Baroness Symons
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Corporate Advice

Think Different.

But not different from me.

O

—GIUASBERGEN

“Advisers advise, Managers Decide.”

L
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APPENDIX VII

M&A HISTORY-
CONSULTANTING ENGINEERS

Vi

Source: ACE

Former practice

Acer Group

Adams Kara Taylor

Allott & Lomax
Allott, CS & Son

Andrews, Kent & Stone

Andrews, Walter C
Anemos

Applied Geology

Aspen

Atelier One

Babcock Water Engineering
Babtie

Babtie Shaw & Morton
Baguley, Maurice & Partners
Baker and Mott

Baker and Shelford

Balfour

Barclay Dowds

Subsequently

Hyder Consulting (1996)

Acquired by White Young Green (2008), management buyout
with Tyréns to form AKT Il (2011)

Babtie (2000, retained name for some time
Allott & Lomax, then Babtie (2000), then Jacobs Babtie (2004)

Merged with Antheny Ward partnership to become AKS Ward
(2005)

Andrews Associates
RWDI Anemos (2004)

Rust (a subsidiary of Rust International), then Rust
Environmental, then Parsons Brinckerhoff

Waterman Aspen

SMP Atelier One (1994, with Stephen Morley Partnership)
Earth Tech Engineering (1998)

Jacobs Babtie (2004), then Jacobs (2006)

Babtie (gv), then Jacobs Babtie (2004), Jacobs (2006)
Hurley Palmer Flatt (c. 20047)

Mott Macdonald

D Balfour, then Faber Maunsell

merged with IMP Consultants (1983)

Barry & Brunel
Barry & Leslie
Barry, Al

Barry, A, Cochrane
Bateman, J F

Bay Associates
Beer, AE & Partners
Benaim

Bertlin

Bettridge Turner
Bianco, J C

Billington, Roy Associates

Bingham Blades

Bingham Cotterell

Bingham, T D
Binnie & Partners

Birkett Stevens Colman
Partnership

Blair, J F
Blyth & Blyth

BMMEK Cotterell

BMMK Cotterell

Bobrowski, Jan

Bolsover, Ray
Bowden Sillett

Bradshaw, Buckton and Tongue
Brakenridge & Miller

Brand, Frederick

Brierley Lovell Partnership
Brimer & Martin

Brimer, Andrews & Nachsen

Brimer, Martin, Mages, Keeble &
Partners

Broad and Gloyens

Brooke, Richard

Brown Crozier and Wyatt
Brown, Kenneth and Partners
Buchanan Consulting Engineers
Buck, DV

Buil

ing Performance Group

Bullen

see Wolfe Barry

see Wolfe Barry

see Wolfe Barry

see Wolfe Barry

G H Hill (c1890)

Acquired by Supperta plc (2006)
Beers (1981}

Acquired by Scott Wilson (2008)

Scott Wilson Kirkpatrick (late 1980s), initially as Scott Bertlin.
Bertlin name disappeared c1995

Acquired by Hyder (2006)

Merged with T D Bingham (2005); T D Bingham merged with
Nixon Davis to become Bingham Davis (2006}

Bingham Hall O'Hanlon (the Welsh offices, 1981), then Bingham
Hall Partnership; Bingham Yates { Edinburgh office (1978).
Merged with BMMK Cotterell to form Bingham Cotterell (1988),
acquired by Mott MacDonald (1998}

Acquired by Matt MacDonald (1998, former name retained for a
while)

merged with Nickson Davis to become Bingham Davis (2006)
Binnie Black & Veatch (1995), then Black & Veatch (2003)

Merged with GHA Livigunn (2009, both retain name)

Crouch and Hogg (19th century)
[Management takeover (2004)]

Merged with Bingham Blades to form Bingham Cotterell (1988),

Merged with Bingham Blades to form Bingham Cotterell (1988},
acquired by Mott MacDonald (1938)

NRM Bobrowski (2004). NRM Bobrowski acquired by Capita
Symonds ta become Capita Bobrawski (2008)

Dissolved 1999

Train & Kemp (c. 2001)

Waterman 88T (1989)

MCMEK, then ZMCK (1982)

Brand Leonard {1994)

Separated into Brierley & Co and AGL Consulting {1996)

see Brimer, Andrews & Nachsen

Merged with Brimer & Martin and Maggs and Keeble ta form
Brimer, Martin, Maggs, Keeble and Partners (1962), BMMK &
Partners merged with A P | Cotterell & Son to form BMMK
Cotterell {1981), merged with Bingham Blades to form Bingham
Cotterall {1988), acquired by Mott MacDonald (1998}

BMMK & Partners, merged with A P | Cotterell & Son to form
BMMK Cotterell (1981), merged with Bingham Blades to form
Bingham Cotterell (1988), acquired by Mott MacDonald (1998)
Merged with CCP to form HAP (2001), then HAC (2006)

Taken over by Masan Clark (2005)

Humphries and Brown. A Caton Crozier left partnership in 1980
KB2 Consulting Civil and Structural Engineers LLP (2008)
Capita (2005) but retains name

Parkman Buck, then Parkman, then Mouchel Parkman

Acquired by BRE (2006)

Faber Maunsell (2005)
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Burgess Associates

Burks Green

Burns, TF

Burrow, John

Bush Booth

Bylander Waddell

Cairns & Byles

Caldwell Consulting Engineers

Cameron Holdsworth

Cameron Taylor

Cameron Taylor Bedford

Cameron Taylor Brady

Cantor Seinuk

Carl Bro

cce

Cetec

Chadwick & Associates

Chapman, Smart & Barker

Christie, S P

Engineering Design Group,
sh Rail { York )

Engineering Design, British
Rail {Croydon)

Clarke, Nicholls, Marcel

Colquhoun, Brian

Conisbee, Alan and Associates

Coode Blizzard

Cook White Partnership

Cook, EJ

Cooper Macdonald

Cowan and Linn

Crabtree Morrell

Craddy & Partner

Crocker, Trevor

Crouch & Hogg

Cuthbertson, R H

Dames & Moore

Davies, Richard Associates

De Leuw Chadwick

Deakin Callard

Design & Construction Unit,
British Rail (Birmingham)

Design Group Partnership

Dissolved 2004

Acquired by RPS Group, now RPS Burks Green (2006)

see Posford Duvivier

Burrow Crocker, then DHV Consulting (c. 1991-2), then Aspen
Burrow Crocker, then Waterman Burrow Crocker

Dissolved 2006

Liquidation (1999}, then Bylander 2000 Ltd (2000)

WSP Group plc (1988)

willis Caldwell Ltd {2004}, then WCL St James

Nickalls Roche McMahon (2003), then NRM Consultants
Scatt Wilson (2006)

Cameron Taylor (2005), then Scott Wilson (2006)

Cameron Taylor (2005), then Scott Wilson (2006)
WSP Cantor Seinuk (2000}

Grontmij (2007)

Merged with Broad and Gloyens to form HAP (2001}, then HAC
(2006)

White Young Green (2005}

CASE Consultants (1996)

Barker Chapman (1984)

Christie & Partners

CEDG York Ltd, (1995, within British Steel}

Atkins (1995-67)

Bristol office became Clarke Bond Partnership (1986}, then
Clarke Bond Group (1999). Clarke, Nicholls, Marcel continues to
operate under that name

Thorburn Colquhoun (c. 1993-42, with Thorburn), URS (1999)
Conisbee (2007)

Graham Group (1994), WSP Group ple {1997)

Nickalls Roche McMahon (1998) then NRM Consultants
Costain

Practice dissolved (1993)

Blyth and Blyth (20086)

Beers (1981)

Craddy Pitchers (1999), then Craddy Pitchers Davidson (2006)
Burrow Crocker, then DHV Consulting (c. 1991-2)

Crouch Hogg Waterman, then (1997) Halcrow Waterman
{structures) and Halcrow + Crouch (civil engineering)

Cuthbertson Maunsell (1999), part of Balfour Maunsell, then
FaberMaunsell, now Aecom

URS

Robert Benaim

De Leuw Knight Piesold, now Pell Frishmann

merged with Jon Walton Associates to form Deakin Walton
(1999). Scottish office of Deakin Callard sold to the incumbent
partner and relaunched as Goodson Associates. Deakin Walton
acquired by the Clarke Bond Group (2008) and relaunched as

Clarke Bond (2010)

Owen Williams (1995)

DGP International, purchased by Scott Wilson (2006)
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DGP International

DHV International

Dixon Hu

Dobbie

Dobbie, CH

Donkin
Doran, Drl G
Douglass, Lewis and Douglass

Durley Hill

Earley Campling Lee
Elliott & Brown
Elms Rooke
Engineering Geology
ERL

Evans Grant

Evans, Wallace

Ewbank

Ewbank Preece

Faber, Oscar

Ferguson Mcllveen

Flint & Neill

Flynn & Rothwell

FMH Consulting

Fordham Johns

Fox, Douglas

Freeman Fox

Gathard Brooke

Geotechnical Consultants

GHA Livigunn

Gibb, Sir Alexander

Gifford

Gower Associates

Graham Group

Graham, Frank

Gray & Hurst

Green, Ernest

Gregory & Associates

Growve Consultants

Gunn & Colthart

Haiste Group

Halcrow

Purchased by Scott Wilson (2006)
company still active worldwide but UK office in liquidation

merged with Redgrove & Kemp to form Dixon Hurst Kemp
(1997)

Babtie (1990)

Dobbie & Partners (mid 1980s), then Babtie Dobbie (1987), then
Babtie (1990)

Kennedy and Donkin
Doran Consulting
see Lewis Duvivier

merged with Cameron Taylor Bedford to form Cameron Durley
Consulting (1999)

White Young

Acquired by Waldeck (2010)

Geoff Rooke now a director of the Terrell Group
Acer (1993), then Hyder (1996)

Merged with ERM (1987)

Evans Grant Opus (2004), merged with Veryards Opus to form
Opus International Consultants (2006)

Bought by Welsh Water (1990), merged with Acer as Acer
Wallace Evans {1993), then Hyder (1996)

merged with Preece Cardew & Rider to become Ewbank Preece

(1983)
Mott MacDonald (1994)

Merged with AECOM Maunsell (2001) to become
FaberMaunsell, then AECOM FaberMaunsell, now AECOM

Scott Wilson (2006), retains name

Merged with COWI (2008)

De Leuw Chadwick, De Leuw Knight Piesold, now Pell
Frischmann

acquired by SLR (2008)

Cameron Taylor

Freeman Fox

merged with John Taylor to form Acer Group {1987), then Hyder

Consulting {1996)

Bettridge Turner (2004}

Wi

nson Assoiciates then part of Tony Gee & Partners (2003)

Merged with Birkett Stevens Colman Partnership (2009, both
retain name)

Law Group (US), Jacabs Gibb (2001), Jacobs {2002), then Jacobs
Babtie (2004)

Purchased by Ramboll (2011)

Babtie (1990s)

WSP Group plc (1997)

Graham Group

B L Hurst left partnershi
practice until 1922.

in 1910 (see Hurst, B L). C'W Gray in

White Young Green (1997)

BCSP (1997)

Tarmac Professional Services (TPS) (1995), then Carillion

merged with Leslie Plummer Associates (2005)

Carl Bro {1988), subsequently Grontmij

Burchased by CH2M Hill (2011)
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Hallam, Michael

Hap

Harris & Sutherland

Harris, A1 &1 D

Harris, EC

Haswell, Charles

Hawksley, T and C

Hay Barry

Henderson, LN

Hi

LG H
HIT
Holman, Davis

Howard Humphreys

Hunt, Anthony

Hunter and Dunn

Hurst, B L

Husband

Hutchinson, George Associates

Infrastructure Design Group,
British Rail (Glasgow)

Ingram, LV.

Irendco

Jacobs Babtie

James, Harold

James, R T (London office)

James, R T (Newcastle upon Tyne
office)

James-Carrington & Partners

Joynes Pike

Kanthack, F €

Kara Taylor

Kenchington Ford

Kenchington Little

Kennedy & Donkin

Kirk McClure Morton

Kirkpatrick, ] A

KML Consulting

Knight Morrish

Knight Piesold

Knowles. James R

Leonard & Partners

Lewis & Ley

Lewis and Duvivier

Hallam, Alexander (1996), then Alexander Associates (2004)
HAC (20086)

Babtie Harris & Sutherland {1997), then Babtie, Jacobs Babtie
(2004), Jacobs (2006)

Harris and Sutherland (c1964) (qv)

Bought out by Arcadis (2011)

Haswell Consulting, then (2005) taken in-house by Severn Trent
Amalgamated with J D and D M Watson to form Watson
Hawksley (1978), merged with James M. Montgomery to form
Montgomery Watson (1990), merged with Harza Engineering
Company to form Montgomery Watson Harza {2001), shortened
to MWH (2003)

Acer, then Hyder Consulting (1996)

L N Henderson, Morgan (1978)

Closed down following 1984 Carsington Dam failure

WSP Group plc (1999)

Mander, Raikes and Marshall (1986), then MRM

Brown & Root, Halliburton, Kellogg Brown & Root, now KBR

YRM Anthony Hunt, then Kendall, then SKM Anthony Hunts

8 L Hurst & Peirce (1935), then Hurst Peirce & Malcolm (1947)
Mott MacDonald
Merged with Livingston Gunn to form GHA Livigunn

Scott Wilson Kirkpatrick (1995)

Closed down (2005)

High-Point Rendel

Jacobs (2006)

Merged with T A Millard (2005)

Owen Williams (1996), now Amey (2006}

WSP Group plc (1995)

Acquired by Kenchington Little (c1990), then WSP Group {1995)

Acquired by Opus International Consultants (2008)

WLPU, then Knight Piesold (1990), then Pell Frischmann

Adams Kara Taylor (1997}

WSP Group plc {1993)

Kenchington Ford (owned by A B Consulting), then WSP Group
plc (1993)

Rust (1994), then Parsons Brinckerhoff (1998)

RPS Kirk McClure Morton {2004)

Carl Bro (1990)

Carl Bro (1993)

Morrish and Partners (1999)

Pell Frischmann

Knowles, then acquired by Hill International {2006)
Brand Leonard (19857)

see Lewis and Duvivier

AW. Lewis was the last assistant of William Tregarthen
Douglass, son of the lighthouse engineer Sir James Nicholas

Douglass. When W.T. Douglass died his son Cuthbert became
head of the firm in partnership with Lewis to become Douglass,
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Lewis and Duvivier

Livesey & Henderson
Macdonald, F A

MacDonald, sir Murdoch] &
Partners

Maggs & Keeble

Mainline Railway Infrastructure
Consultants, British Rail (Swindon)

Malachi Cullen
Mander Structural Design
Mander, G C

Mander, Raikes & Marshall

Marsh, John Associates
Marshall, Alan
Matthew Consultants

Maunsell, G

Maunsell, G A

McDowells

MeKelvey Ellis Partnership

MeKelvey, K K
McMahon Associates
Meik

Mentor, a Cooper Macdonald
geotechnical subsidiary

Merz & McLellan

Metro Consulting

Mitchell, McFarlane

Modus

Montgomery Watson

Montgomery, James M

Moorehead Clancy Associates

Morley, Stephen Partnership
Morton, Brian A and Partners

Mott & Hay

AW. Lewis was the last assistant of William Tregarthen
Douglass, son of the lighthouse engineer Sir James Nicholas
Douglass. When W.T. Douglass died his son Cuthbert became
head of the firm in partnership with Lewis to become Douglass,
Lewis & Douglass (1914). When Cuthbert was killed in WW1 the
firm became Lewis & Lewis (1918), then Lewis & Duvivier
(1942). It merged with Posford Pavry to form Posford Duvivier
(1987), incorporated T F Burns and Partners (1992) and was
acquired by Royal Haskoning (1994), becoming Posford
Haskoning (2001) then Royal Haskoning (2005}

Binnie, now Black & Veatch (2003)

W A Fairhurst (1963)

Mott MacDonald (1989, with Mott, Hay & Anderson)

see Brimer, Andrews & Nachsen

Scott Wilson Kirkpatrick (1995)

White Young Green (2007)

Integral Structural Design (2005, with Pilotis)

Mander, Raikes & Marshall (1973}

MRM, then Rust (a subsidiary of Rust International), then Rust
Environmental, now Parsons Brinckerhoff

merged with Sinclair Johnston (1998)

Frank Graham, then Graham Group, then WSP Group plc (1997}

Walsh Group

Maunsell, acquired by Aecom {2000), became FaberMaunsell
(2001)

Founded by Guy Maunsell and John Posford (early 1940s), then
Maunsell, Posford and Pavry (1949). Firm split to form Posford
Pavry and Partners (1955), incorperated W H Radford & Son
(1983), merged with Lewis and Duvivier to form Posford
Duvivier (1987), incorporated T F Bums and Partners {1992),

Closed down (1998)

Merged with Keith Pearson Associates to become Pearson Ellis
Partnership (1991), then PEP Ltd (1994), then PEP Ci
Structures Ltd (1996)

McKelvey Ellis (1971) (qv)

Nickalls Roche McMahon {1979) then NRM Consultants

Halcrow

Mentor

Parsons Brinckerhoff (1994)

Mouchel (2001)

In liquidation. Heng Kong Office Mitchell, McFarlane, Brentnall
& Partners taken over by WSP Group plc {2000}

Sinclair Knight Merz (Europe) Ltd {1999}

Merged with Harza Engineering Company to form Montgomery
Watson Harza (2001), shortened to MWH (2003)

Merged with Watson Hawksley to form Montgomery Watson
(1990}, merged with Harza Engineering Company to form
Montgomery Watson Harza {2001), shortened to MWH (2003)

formed 1968, separated (1972} to form Brian Moorehead &
Partners and Brian Clancy Partnership, then Clancy Consulting
{2000). Brian Moorehead & Partners ceased trading 1992, the
Manchester office becoming Consultants BMP, then Modus,
then Sinclair Knight Merz (Europe) Ltd (1999}, the London Office
becoming BMP Consulting Engineers (dissolved 1993), then R &
H Mocrehead (1992), then Ramboll Moorehead [dissolved
2005)

SMP Atelier One (1984, with Atelier One)

The Morton Partnership (1992)

Mott, Hay and Anderson {1920)

Corporate Strategies and M&A Opportunities



MARKET

ANALYSIS

Corporate Copy December 31%2016

Mott, Hay & Anderson
Mouchel, LG

MRM

Mulholland & Doherty

Nachshen, Crofts & Leggatt

Newsum, H and Sons

Mickalls and Roche

Mickson Davis

Molan, John Associates
Norman & Dawbarn
Northeroft

NRM Consultants

Osprey

Parkman

Parsons, Brown

Parsons, Brown and Newton
Pattisson, lohn

Pearson, Keith Associates

Pearson, Keith Associates

Peel and Fowler

Pell, CJ

Pencol

Pettit

Pilotis

Posford Duvivier

Posford Pavry

Preece Cardew & Rider

Property Services Agency / PSA

Consult

PSA Projects

Radford, W H

Redgrove & Kemp

Rendel Palmer & Tritton

Rendel Palmer & Tritton
(Scotland)

Mott MacDenald {1989, with Sir M[urdoch] MacDenald)

Mouchel Parkman (2003), now Mouchel Group

see Mander, Raikes & Marshall

Acquired by Faber Maunsell (2008)

NCL C ing Eng , then Project Engineering Partnership,
NCL Stewart Scott Ltd, then NCL St James Ltd (part of St James
Consultants), then St James Lovell Partnership (closed down
2007). Information available from Pinfold Consulting.

also known as HNS. Taken over by Dexion and relaunched as
Newsum Timber Engineering (NTE)

acquired McMahon Associates (1979), Cook White Partnership
(1998) and Cameron Holdsworth (2003) to become Nickalls
Roche McMahon and then NRM Consultants. Merged with Jan
Bobrowski to become NRM Bobrowski (2004). NRM Bobrowski
acquired by Capita Symonds to become Capita Bobrowski (2008)
Merged with T D Bingham to become Bingham Davis (2006)
Acquired by Erinaceous Group (2006), now Nelan Associates
Capita Norman + Dawbarn (2005)

Acquired by Capita Symonds (2012)

NRM Bobrowski (2004). NRM Bobrowski acquired by Capita
Symonds to become Capita Bobrowski (2008). See Nickalls and
Roche

Osprey Matt MacDanald

Mouchel Parkman (2003), now Mouchel Group

now part of WSP Group

now part of Mott MacDonald

Evans Grant Opus (2004)

Merged with McKelvey Ellis & Partners to become Pearson Ellis
Partnership (1991), then PEP Ltd (1994), then PEP Civil &

Merged with McKelvey Ellis & Partners to become Pearson Ellis
Partnership (1991), then PEP Ltd (1994), then PEP Civil &
Structures Ltd (1996)

Scott Wilson (2002}

Pell Frischmann

Penspen Group

Mott MacDonald Pettit (2006)

Integral Structural Design (2005, with Mander Structural Design)
AW. Lewis was the last assistant of William Tregarthen
Douglass, son of the lighthouse engineer Sir James Nicholas
Douglass. When W.T. Douglass died his son Cuthbert became

head of the firm in partnership with Lewis to become Douglass,
Lewis & Douglass (1914). When Cuthbert was killed in WW1 the

firm became Lewis & Lewis (1918}, then Lewis & Duvivier (1942).

It merged with Posford Pavry to form Posford Duvivier (1987),
incorporated T F Burns and Partners (1992) and was acquired by
Roval Haskoning (1994), becoming Posford Haskening (2001)
then Royal Haskoning (2005}

Incorporated W H Radford & Son (1983), merged with Lewis and
Duvivier to form Posford Duvivier (1987), incorporated T F Burns
and Partners (1992), acquired by Royal Haskoning (1994},
Posford Haskoning (2001), Royal Haskoning (2005)

merged with Ewbank to become Ewbank Preece (1983)

TPS Consult, now part of Carillion

TBV Consult under Tarmac Professional Services (TPS, 1992))

Incorporated into Posford, Pavry and Partners (1983}

merged with Dixon Hurst Partnership to form Dixon Hurst Kemp
(1997)

High-Point Rendel (1995}

High-Point Rendel, then Cadogan Consulting (1997)
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Roscoe, Edward Associates
Ross Silcock

Roughton & Fenton

Roxburgh Associates

RT-W

Rudd, Donald
Safier, Armand
Sampson

Saunders, William & Partners

Scott Wilson
Scott Wilson Kirkpatrick
Severn, Kenneth

Snow, Sir Frederick

Stevenson, Robert

Stroyer & Adcock
Sturrock, J C

Tanner, John A & Partners

Taylor, John

Taylor, R G, Hodgkinson

TBV Consult - PSA Consult

Tharburn

Tietz, S B

Tilney Simmons

Trant Brown and Humphreys

Travers Morgan, R and Partners

Turner, Peter & Associates

Tweeds

Underwood & Mander

Underwood, E N

Veryards

Walker, Brian

Wallace Evans

Walton, Jon Associates

Ward (John) & Partners

Ward Ashcroft Parkman

Ward, Anthony

Ward, R.D.

Capita Roscoe (1999)
Babtie (2001}

Acer, then Hyder Consulting [1996) [not to be confused with
Roughton Group]

Merged with Will Rudd Associates to form Will Rudd Roxburgh
(2000)

changed name to Structural & Civil Consultants (1998)
WSP Group plc (1990)

Acer (1989), then Hyder {1996)

acquired by W A Fairhurst (1997)

William Saunders Partnership {c1990), then William Saunders
Partnership LLP {2004). Also trades as WSP, not to be confused
with WSP Group plc

URS/Scott Wilson (2010)

Scatt Wilson

Halcrow Severn (1993)

Merged with Athens-based Associated Consulting Engineers
(1991), acquired oil and gas consultants IMEG {2003)

R Stevenson & Son, then T & A Stevenson, then D Stevenson,
then D A Stevenson (wound up c1960)

Active 1913-1986
Acquired by Hannah-Reed (2007)

Tanner Sadler Partnership (€1990), dissolved (1994), then
Tanners (until 1999)

merged with with Freeman Fox to form Acer Group (1987), then
Hyder Consulting (1996}

Taylor, R G (1978)

Now part of Carillion

Thorburn Colquhoun (c1993-4, with Colquhoun), URS (1999)

Briefly in partnership as Cadogan Tietz {c1996-1999); still
operates, also as Tietz Management Ltd (TML)

White Young Green (1999)

Howard Humphreys

Travers Morgan Ltd {late 1980s), then Symends Travers Morgan
(1995, then Capita Symonds (early 2000s)

John Pryke (2005)
Acquired by White Young Green {2008}

Existed from 1949-1959, separated into E N Underwood &
Partners (1959-1976) and G € Mander (1958-1973); D C Mander

founded in 2000

1946-1948, then Underwood & Mander (1949-1959), then E N
Underwood & Partners (ceased trading 1976)

Veryards Opus (2005), merged with Evans Grant Opus to form
Opus International Consultants (2006)

Beers

Acer, then Hyder Consulting (1996)

formed 1969, merged with Deakin Callard to become Deakin
Walton (1999). Walton Garden & Partners formed (1980), the
Scottish office of John Walton Associates, incorporated into
Walton Garden Ltd (2003), owned by Goodson Associates
Beers

Parkman, then Mouchel Parkman

Merged with Andrews, Kent and Stone to become AKS Ward
(2005)
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‘Warnock, 1 C

‘Warren and Partners

‘Waterman, H L

‘Watson Hawksley

‘Watson, ] Dand DM

Weiss, Charles & Partners

‘Whitby Bird
‘White Young

‘White, Robert

White, Sir Bruce, Wolfe Barry

Wilkinson Associates
Williams Sale Partnership
Williams, Owen

Williamson, James

‘Willis & Partners
Willis Caldwell
‘willis, Septimus
Wimpey

WLPU

Wolfe Barry

Woods Warren

WSP

Yorkshire Water Engineering

Zinn, W V Associates

Zukas Magasiner Green

Zukas, Simon

White Young Green Ireland (2006)

taken over by R.H. Cuthbertson, now Aecom

Waterman Partnership (1986), now Waterman Group

Merged with James M. to form

Watson (1990), merged with Harza Engineering Company to
form Montgomery Watson Harza (2001), shortened to MWH
(2003}

with Tand € v to form Watson Hawksley
{1978), merged with James M. Montgomery to form
Montgemery Watson (1990}, merged with Harza Engineering
Company to form Montgomery Watson Harza (2001), shortened
to MWH (2003)

Charles Weiss Partnership (1986), then Ernest Green, then
White Young Green (1997)

Ramboll WhitbyBird (2007}, then Ramboll UK (2009}
White Young Green

see Wolfe Barry

see Wolfe Barry

Became part of Tony Gee & Partners (2003)

WSP Group ple (1993)

Acquired by Amey (2006), name no longer used (2008)

Formed in 1947, dissolved and merged with Mott MacDonald
{1989}

willis Caldwell (2004), then WCL St James
WCL St James

Dissolved (c1980)

Interchange with Tarmac, became Carillion

Knight Piesold {1990)

John Wolfe Barry and Henry Brunel in practice as Barry and
Brunel {L878). Sir George Barclay Bruce and Robert White set up
as partners (1888). John Wolfe Barry’s nephew AJ. Barry and
Bradford Leslie in partnership as Barry and Leslie (1901),
becoming A.). Barry and Partners (1906). Sir George Barclay
Bruce dies and Robert White continues alone (1908} until
Robert White takes his son Bruce White and Cyril Hitchcock into
partnership as Robert White and Partners (1919). Robert White
and Partners amalgamate with lohn Wolfe Barry and Partners to
become Wolfe Barry, Robert White and Partners (1941). After
A.l. Barry dies, J.A. Cochrane continues as the sole principal of
A.l. Barry, Cochrane and Partners (1944). Following the war the
above firms merge to become 5ir Bruce White, Wolfe Barry and
Partners until a merger with Acer Consultants to become Acer
Sir Bruce White (1991), then Welsh Water (1993), then Hyder
(1996)

RPS Woods Warren (2003), then RPS Design (2005)

bought by Genivar {2012)

Babcock Water Engineering (1991), then Earth Tech Engineering
(1998)

Bill Zinn retired in 1969 with the regional offices going their own
ways - W V Zinn & Partners for Birmingham area projects
(c1970), Manchester office became Deakin Callard [1963),
Scottish office became Zinn Hunter, then Woolgar Hunter
(c1971), remainder to Cooper Macdonald & Partners (dissolved
c1993)

ZMG Consulting Engineers, Zukas Magasiner Green, Zukus
Magasiner Green Lewin, Zukus Magasiner Coppen, Zukas and
Magasiner and AS Magasiner were all transferred to Sir M
MacDonald and Partners (1987), then Mott MacDonald (1989).
ZMCK formed in 1982 by a merger of ZMG and MCMK
Consulting Engineers.

Zukas Magasiner Green, then ZMCK (1982)
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Personal Agendas

.-

“What do you say we just skip this whole
merger thing and just elope!”

L
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APPENDIX VIII

PROJECT PHOENIX
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Note: AppendixContents withheld from Distributed Copies

CONTENTS:
ONE SCENARIO WITH MIDDLE EAST FOCUS

1. TO ESTABLISH A HIGH LEVEL MIDDLE EAST M&A
FACILITATION GROUP

2. TO FORM A FUTURE GLOBAL ANGLO-ARAB
CONSTRUCTION CONGLOMERATE VIA M&A AND
DEBT/EQUITY INVESTMENT

3. PROPOSED SPONSOR

» PHASE I- UK CONSOLIDATION/ M&A

> PHASE II- BUSINESS DEVELOPMENT PLAN

UK Construction Consolidation 2017-2022

FOR ILLUSTRATIVE PURPOSES ONLY

www.PhoenixGroupUAE.com

“Project Phoenix”

“The Phoenix Group”, will be steered by a Prominent &
Leading Middle East Businessman, and consist of a team
of Stakeholders whose Aim and Objectives will initially
be “to facilitate, advise, and participate in Corporate
Deals involving M&A Opportunities & Investments in the
Construction Industry which foster the promotion of
Anglo-Arab co-operation in the development of Middle
East funded Infrastructure and Construction related
business.”

It is envisaged that the Group will promote a specific
Target M&A Transaction, and provide introductions
between Merging Construction Groups in the UK and
Middle East based sources of Debt and Equity
Investment Funds to help achieve the objectives of the
Phoenix Group.

Corporate Strategies and M&A Opportunities
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THE PHOENIX GROUP - EXECUTIVE SUMMARY (A MIDDLE EAST FOCUS SCENARIO)

www.PhoenixGroupUAE.com Saudi Arabia | UAE | United Kingdom

PURPOSE 1. TO ESTABLISH A HIGH LEVEL MIDDLE EAST M&A FACILITATION GROUP

With Senior Level Contacts in Saudi Arabia, UAE, Qatar, Oman and wider Middle East
Region, within:

the Ruling Families

the Leading Business Groups
the Sovereign Wealth Funds

the Leading Private Equity Funds
the Leading Commercial Banks

PROMOTING A “BLUE-PRINT” FOR A
FUTURE GLOBAL CONSTRUCTION
COMPANY, WITH FOCUS ON INCREASED e i i
ANGLO-ARAB COOPERATION IN GLOBAL

CONSTRUCTION & INFRASTRUCTURE

“Project Phoenix”

“The Phoenix Group”, will be steered by a Prominent &
Leading Middle East Businessman, and consist of a team of
Stakeholders whose Aim and Objectives will initially be “to
facilitate, advise, and participate in Corporate Deals
involving M&A Opportunities & Investments in the
Construction Industry which foster the promotion of Anglo-
Arab co-operation in the development of Middle East funded
Infrastructure and Construction related business.”

It is envisaged that the Group will promote a specific Target
M&A Transaction, and provide introductions between
Merging Construction Groups in the UK and Middle East
based sources of Debt and Equity Investment Funds to help
achieve the objectives of the Phoenix Group.

The Phoenix Group will be based in Abu Dhabi, UAE.
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[PHASE I- withheld]

PHASE II- BUSINESS DEVELOPMENT PLAN
A SCENARIO BASED ON:
FOCUS- MIDDLE EAST

Phase II will consist of Investment and dedicated Business
Development Resource to building a Market Share in the
Construction of the Middle East Region’s Infrastructure, and the
Kingdom of Saudi Arabia in particular.

More than 80 mega projects, each worth at least $1 billion, are
underway or planned for completion by 2030 in Saudi Arabia
making it the Middle East’s largest construction and build
market by a huge margin.

TOP 10 KSA MEGA - PROJECTS

1. Riyadh Metro ($22bn): Six lines covering 176km, 85
stations and 69 trains. The Riyadh Metro is the biggest
infrastructure project in the world and the Riyadh
authorities released in December a 12-minute video of
work completed so far (see our Video section). The
multi-billion dollar contract is divided into three parts,
awarded to three different consortia in 2013. The project
is due to open fully in 2018.

2. Jeddah Metro ($8.5bn): The project will include three
lines. The main one will be a 67km line with 22 stations
connecting Makkah Road with Obhur, while a Blue Line
containing 17 stations will run from the new King
Abdulaziz International airport to the Old Airport Road. A
third Green Line will run for 17km along Palestine Road
and will also have a branch line to Jeddah's old airport.
Final completion is expected to be 2020.

3. Riyadh Metro ($22bn): Six lines covering 176km, 85
stations and 69 trains. The Riyadh Metro is the biggest
infrastructure project in the world and the Riyadh
authorities released in December a 12-minute video of
work completed so far (see our Video section). The
multi-billion dollar contract is divided into three parts,
awarded to three different consortia in 2013. The project
is due to open fully in 2018.

4. King Abdulaziz International Airport ($7.2bn): Work
on the new $4bn terminal building is the centrepiece of
a wider $7.2bn redevelopment of Jeddah's King
Abdulaziz Airport. The remaining $3.2bn of work
includes plans for the world's tallest control tower
(135m), a major new transport terminus linking to the
Haramain High-Speed rail route and a new four-lane
tunnel for ground service equipment being built
underneath the airport's runway.

5. Riyadh Metro ($22bn): Six lines covering 176km, 85
stations and 69 trains. The Riyadh Metro is the biggest
infrastructure project in the world and the Riyadh
authorities released in December a 12-minute video of
work completed so far (see our Video section). The
multi-billion dollar contract is divided into three parts,
awarded to three different consortia in 2013. The project
is due to open fully in 2018.

6. Riyadh Metro ($22bn): Six lines covering 176km, 85
stations and 69 trains. The Riyadh Metro is the biggest
infrastructure project in the world and the Riyadh
authorities released in December a 12-minute video of

work completed so far (see our Video section). The
multi-billion dollar contract is divided into three parts,

awarded to three different consortia in 2013. The project
is due to open fully in 2018.

7. Riyadh Metro ($22bn): Six lines covering 176km, 85
stations and 69 trains. The Riyadh Metro is the biggest
infrastructure project in the world and the Riyadh
authorities released in December a 12-minute video of
work completed so far (see our Video section). The
multi-billion dollar contract is divided into three parts,
awarded to three different consortia in 2013. The project
is due to open fully in 2018.

8. Riyadh Metro ($22bn): Six lines covering 176km, 85
stations and 69 trains. The Riyadh Metro is the biggest
infrastructure project in the world and the Riyadh
authorities released in December a 12-minute video of
work completed so far (see our Video section). The
multi-billion dollar contract is divided into three parts,
awarded to three different consortia in 2013. The project
is due to open fully in 2018.

9. Jubail II ($80bn): A 22-year industrial project that is
getting a massive expansion. This project will have the
effect of double the population of the area. When
completed, it will be composed of 100 industrial plants,
800,000 cubic meter desalination plant, miles and miles
of railways, roads and highways, and an oil refinery
producing at least 350,000 barrels per day. The entire
project is slated to be finished in 2024. Picture:
Petrochemical Complex at Jubail Industrial City

10. King Abdullah Economic City in Rabigh. Located off
the Red Sea north of Jeddah across 168 million sq m the
project is valued at $27 billion. Master developer is
Emaar, The Economic City. It includes a port and
logistics, financial centre, light industry, and services
and will create an estimated one million jobs and two
million people will live there.
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GULF $400bn GCC Regional Mega Projects

Source: MEED

King Abdullah Economic City ($93bn) A project aimed at
creating a new city in Saudi Arabia close to Rabigh - around
100km north of Jeddah. The project includes a new 14km2 sea
port - where initial operations are set to begin in the third quarter
of 2013 - a 62.5km2 industrial zone, a 13.5km2 central business
district, 48km2 of housing and 27km2 of luxury resorts and
housing. The project is being overseen by Emaar The Economic
City - a specially-created economic vehicle set up by Dubai-based
Emaar Properties. Much of the building work to date has been
carried out by Saudi BinLadin Group. Major names already
attracted to the city include confectioner Mars, Johnson Controls,
Pfizer and Sanofi Aventis.

Lusail City ($45bn) One of the biggest developments in the
Middle East. The new Lusail City to the northern side of Qatar will
cover a 38km2 site which will eventually house up to 200,000
people. The $45bn project is being developed in several different
zones containing residential, commercial and financial districts. It
will include a new waterfront, a $275m mall, 22 hotels, two golf
courses and four offshore islands. The city will also be home to
the Lusail Iconic Stadium - the 80,000-seat showpiece stadium for
Qatar's 2022 World Cup and the venue for the tournament's final.
The project, which is due to complete in 2020, is being overseen
by Qatari Diar - the real estate investment arm of Qatar’s
sovereign wealth fund.

UK Construction Consolidation 2017-2022

Oman Rail network ($30bn) Part of the wider GCC network
which will connect Oman through the UAE and on to Saudi
Arabia, Qatar, Bahrain and Kuwait. The project will run from
Salalah in the south to Buraimi in the north, passing through the
new port at Dug'm on the way. It will be developed in two phases -
the first running from Sohar to the capital Muscat (pictured), and
the second from Muscat along the coast to Dugm and Salalah

Al Zour refinery and clean fuel project ($30.5bn) One of the
biggest and most important projects identified in Kuwait's 2010-
2015 National Development Plan, but like many other projects in
the country it had become somewhat mired in politics. The project
for Kuwait National Pipeline Co involves the construction of a
fourth refinery at Al Zour at a cost of $14.2bn as well as the
construction of a related $16.3bn clean fuel plant. Contracts for
the project had originally been signed in 2008 but cancelled in
March 2009 due to political opposition. The work was eventually
re-tendered in July last year, with Amec and Foster Wheeler
picking up project management contracts to oversee construction
in December last year. When complete in 2018, the refinery will
have a capacity to process 615,000 barrels of oil per day. Much of
this will be used to help fund a growing demand for electricity.

Jazan Economic City ($30bn) One of the largest of the new
economic cities proposed for the Kingdom of Saudi Arabia, but
unfortunately also one of its most troublesome. Although the
$16bn refinery is moving along at pace, the development of an
economic city around it - including a port, an aluminium smelter
and scores of other industries, appears to have almast ground to
a halt. Indeed, the joint venture appointed to develop the city - a
partnership between Saudi BinLadin Group and Malaysian
contractor MMC - was actually removed from the project by the
Saudi Arabian General Investment Authority.
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Qatar Metro/rail network ($36bn). Qatar Railways
Co announced the award of the bulk of the first phase of contracts
for the Doha Metro (pictured) recently, handing out deals worth a
combined $8.2bn for the construction of the main Red Line, the
Green Line and its two major stations ? Msheireb and Education
City. This was on top of an estimated $400m worth of deals which
have been handed out for design and consultancy roles but do not
include other expected deals for the construction of phase one of
the golden line, rolling stock, and operations and maintenance
deals. The first phase of the Metro is likely to complete in 2019. It
will eventually connect to Bahrain and to Saudi Arabia as part of
the plan to construct a GCC-wide rail network.

Makkah Grand Mosque redevelopment ($24.4bn) A project
which is reportedly costing $26.6bn that will see the considerable
expansion of the main pilgrimage site for Muslims worldwide. The
work, which is expected to be completed in just two years, will
cover the redevelopment of 400,000m2 on the north west and
north east of the mosque as well as new stations for the arrival of
passengers from the Haramain High Speed railway. The main
gate will also be expanded, with a view to increasing the mosque's
capacity to 2.5m worshippers.

Dugm city, port and refinery ($20bn) The ambitious plan to turn
one of the lesser populated areas of Oman into a new industrial
centre are showing some signs of progress. A $1.5bn dry dock -
the second-biggest in the Middle East - has already completed
and the port began commercial operations earlier this year. Deals
were also agreed last month between the Special Economic Zone
set up to develop the area and a pair of operators to use its
proposed liquid jetty terminal. It will support the planned oil

refinery also being built at Dugm, while a new logistics hub agreed
earlier this year will also contribute to the development of its
infrastructure. Other plans for the Special Economic Zone include
petrochemicals plants, a refinery, airport, hotels and housing for
more than 100,000 people to work in the city

Sadara Chemical Corp ($17.3bn) Sadara is a joint venture
between Saudi Aramco and Dow Chemical, is building a huge
new Petrochemical Complex at Jubail Industrial City Il - the
biggest chemicals complex ever to be built in a single phase. The
$19.3bn complex will produce up to three million tonnes once it
completes. The main tranche of funding - a $10.3bn loan arranged
through a syndicate of banks and the Saudi Public Investment
Fund, was arranged with lenders earlier this month and a $2bn
sukuk has also been issued. The remaining $7.3bn is expected to
be finalised by the third quarter of this year.

Hamad International Airport ($15.5bn) At $15.5bn, it is the
largest airports project to be undertaken in the region in recent
years, and it had around 40,000 people working on it during peak
periods. The second is its potential. With Qatar Airways slugging it
out with its two main competitors Etihad and Emirates to become
the pre-eminent hub in the Gulf, the facilities it will offer will be
important.

Jazan refinery ($16bn) A huge new refinery capable of producing
400,000 barrels per day on the Kingdom's South West coast - for
which eight separate engineering, procurement and construction
(EPC) contracts were awarded during the final quarter of last year.
The $16bn project, which is due to complete in 2017, is being built
by the Saudi Arabian arms of several international contractors —
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with the biggest deals going to the UK's Petrofac ($1.4bn), Spain's
Tecnicas Reunidas ($1bn), Korea's SK Engineering ($1bn), and
Japan's JGC Corp ($1bn).

Mohammed Bin Rashid City $5.75bn Mega-project announced
by - and named after - Dubai's ruler Sheikh Mohammed Bin
Rashid Al Maktoum in November. It is set to contain more than
100 new hotels, a Universal Studios complex, and a public park
that is bigger than Hyde Park. Although no price tag or timeline
was set for the project, the first two developments within the city
have already been announced - the Mohammed Bin Rashid City
planned by a joint venture between Meydan and Sobha Group
and a golf course-based complex by Emaar Properties known as
Dubai Hills. Emaar has j formed a joint venture with Meraas
Holdings to deliver this scheme.

Satorp petrochemicals complex, Jubail ($14bn) New refinery
which will be capable of breaking down heavy crude to produce
diesel, gasoline, LPG, petrochemicals and jet fuel. It will be
operated by a joint venture between Saudi Aramco and Total once
the facility opens later this year and has been built by a
consortium led by Japanese contractor Sumitomo.

Jeddah Metro (est: $8.5bn) The project will include three lines ,
the main one will be a 67km line with 22 stations connecting
Makkah Road with Obhur, while a Blue Line containing 17 stations
will run from the new King Abdulaziz International airport to the
Old Airport Road. A third Green Line will run for 17km along
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Palestine Road and will also have a branch line to Jeddah's old
airport.

Ras Al Khair Aluminium Complex ($10.8bn) Huge new complex
being developed by the Saudi Arabian Mining Company
(Ma'aden) in conjunction with US-based aluminium giant Alcoa.
The project includes a bauxite mine, refinery, an aluminium
smelter, a rolling mill and a rail link to the nearby Jubail Industrial
City. The $4bn smelter was completed last year by a consortium
led by Bechtel, while the mine capable of producing four million
tonnes of bauxite per year and the alumina refinery are both set to
open next year. (Photo: Bechtel)

New Doha Port ($7.4bn) A vital project for Qatar for so many
reasons, not least because without it the delivery of much of the
building materials required for its metro, rail, stadiums, roads and
other projects simply won’t be able to happen. It will also free up a
large part of central Doha where the existing port operates for
redevelopment. Preparation started for the port in 2007 following
the issue of a decree by the country’s Emir and is on schedule to
complete by 2016. It contains three separate elements stretched
over a 26km2 site the new port, a new naval base and a huge
new industrial and logistics zone (Qatar Economic Zone).
Construction work started in 2011 when China Harbour
Engineering Co began excavation and Quay Wall works.
Contracts for the construction of the Quay Wall, the dredging of an
access channel to the Qatar Economic Zone 3 and for the
construction of the port’s commercial terminals, infrastructure and
buildings, are all expected to be announced during the third
quarter of 2013
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Haramain High Speed Rail ($11.1bn) Project covering a new
450km high-speed rail line linking Saudi Arabia's holy cities of
Makkah and Madinah to Jeddah and to the new King Abdullah
Economic City being constructed at Rabigh. The project is aimed
at delivering pilgrims to Saudi Arabia's two holy cities much more
quickly and involves the construction of up to 150 bridges.

Knowledge Economic City ($7bn) Project which describes itself
as the "new gateway to Madinah. Knowledge Economic City is a
4.8m m2 zone being developed just 5km away from the prophet's
mosque in the holy city on the main axis route connecting to the
airport and train station for the new Haramain High-Speed rail link.
The project is being built over several phases, with a master plan
proposing a large, gated residential community, a knowledge
cluster with various shoals colleges and academic institutes, a
hospitality and commerce tower, souks complex, museums
quarter and an area containing residential apartments. The first
phase invokes the construction of a large gated community
closest to the Mosque.

Upper Zakum Development Field, Abu Dhabi ($10bn) One of
several major offshore oil development projects being undertaken
by Abu Dhabi's National Oil Company as part of a concerted effort
by the Emirate to boost both the efficiency and the capacity of its
oil operations by 2017. The upgrade of the UZ750 field involves
$10bn worth of work, which has been split into two packages. The
first was awarded to a joint venture between NPCC and French
specialist Technip in July last year, while the second was a $3.7bn
contract awarded to a joint venture between Petrofac Emirates
and Daewoo Shipbuildng & Marine in April this year. The work is
expected to complete in 2016.

UK Construction Consolidation 2017-2022

King Abdullah Financial District, ($7.8bn) The new commercial
heart of Saudi Arabia, which is being overseen by Rayadah
Investment Co. The project is an attempt to build a financial centre
in the Middle East to match some of the world's major financial
hubs and includes the construction of up to 80 new towers, a
station for Riyadh's proposed new metro system, hotels,
conference facilities, shops and restaurants. The towers will
include a new home for Saudi Arabia's stock exchange, Tadawul,
and a 76-storey base for the Kingdom's Capital Market Authority.

Abu Dhabi Metro/light railway ($7bn) Bids have just been
submitted by several consortia looking to run Abu Dhabi's new
combined metro and light railway system, which is being
developed to link several key areas of the UAE's capital. The
project, which is estimated to be worth a combined $7bn, will
begin with a largely underground stretch running from Mina Port at
the north of the city to Zayed Sports City in the south. It will be
supplemented by two light rail lines - a 15km line running to Reem
Island and a 13km line running from the city's central bus station
to Saadiyat island.

King Abdulaziz International Airport, Jeddah ($7.2bn) Work on
the new $4bn terminal building which is the centrepiece of a wider
$7.2bn redevelopment of Jeddah's King Abdulaziz Airport is now
around halfway complete, with the project set to open next year.
The building, which has been designed to achieve a LEED Silver
rating, will measure 1km x 1.3km, will have a capacity to handle
up to 32 passengers a year. The terminal is being built by
SaudiBinLadin Group, with Atkins and Arup acting as consultants
and Areen Design responsible for the fit-out. The remaining
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$3.2bn of work includes plans for the world's tallest control tower
(135m), a major new transport terminus linking to the Haramain
High-Speed rail route and a new 4-lane tunnel for ground service
equipment being built underneath the airport's runway. Civil works
on the site are being delivered by Al Mabani General Contractors,
while a Saudi Oger/Murray & Roberts joint venture is responsible
for delivering the service road tunnel.

Riyadh Metro (Est: $7-8bn) Plans for the six-line, 85-station
metro network planned for Saudi Arabia's capital seem to be
moving along at pace. Awards for the design of three of the major
stations - Olaya Towers, Downtown Riyadh and King Abdullah
Financial District - were announced last month, and the shortlist of
consortiums bidding to run the network has been reportedly cut to
three, with a decision expected soon. Among those bidding to
build the network are consortiums led by France's Vinci
Construction, Canada's Bombardier, Spain's FCC Construction
and Austria's Strabag Group. The six-line network is being built
with a view to providing an integrated public transport system to a
city whose roads are already incredibly busy, and whose
population is projected to grow by 40% by 2030.

Jabal Omar Development ($5.3bn) Project linked to the
expansion of Makkah's Grand Mosque which will see more than
2.2 million m2 of land nearby redeveloped and a total of 38 new
towers created containing hotels and serviced accommodation for
the millions of visitors who flock to the city as pilgrims each year. It
is also set to contain the Kingdom?s biggest shopping mall. A
special-purpose vehicle set up to develop the towers has said that
the 38 towers are likely to be managed by 28 different companies,
and that a total of 13,500 new hotel rooms will be added once
work completes by the end of 2017. It is being developed in five
separate phases. Hoteliers already signed up to operate towers
include Hilton Hotels, Marriott International, and Starwood Hotels
& Resorts, which has signed a deal to operate three hotels in the
development.

Midfield Terminal Complex, Abu Dhabi ($3.3bn) Terminal
building being delivered by a consortium between Arabtec,
Consolidated Contractors Co and TAV Construction. The project
involves construction of a huge new terminal between Abu Dhabi
International Airport's two main runways - hence the name. Once
complete, the building will have a capacity to handle up to 40
million passengers a year. Its ceiling will reach 52m at its highest
point and its central space will be large enough to house three
football pitches. Work started on the development in August 2012
after the consortium announced that it had raised the necessary
project finance required to build the terminal.
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APPENDIX IX UK DB Plans’ Pension Deficits at Record Levels

UK Defined Pension Plan Met Assets (Ebn)

PENSIONS AND M&A

FIFITIRRRIRIRIIRIRIINININIIIIIINY

1004
150 4
200
250 4

300

350 -
03 04 05 08 o7 0g 09 10 1 12

Source: Morgan Stanley, UK Pension Protection Fund

PENSION LIABILITIES HAVE GROWN FASTER THAN ASSETS @

OVER 2016 SO FAR

01/01/2016 01/02/2016 01/03/2016 01/04/2016 01/05/2016 01/06/2016 01/07/2016 01/08/2016

Liability gap  ~— Liabilities on a funding measure) = Assets

‘Source: Skyvel
(UK pension asset and liabilities rebased)

Source: Skyval

PENSION DEFICITS

THE DEFICIT PROBLEM FOR M&A

Pension risk is one of a number of key risks which an acquirer
needs to assess. This area is often overlooked in the initial
stages because acquirers do not always understand the pension
issue. They prefer to focus on the core operational and business

>  PENSION DEFICITS risks with which they are familiar. However, pension obligations

» EFFECT OF DECLINING INTEREST RATES can often be so large as to swamp any operational risk issues
> DEFICITS AT UK CONSTRUCTION COMPANIES S:gcen;:y be a deal-breaker but are not discovered early in the

Carillion and Balfour Beatty Pension Deficits were c. £400m and
£145m respectively at 2015 year end. No doubt this was in focus
when Merger discussions were in place. Trustees need to be
. convinced of the robustness of Combined Groups going forward
after mergers- something the Pensions Regulator is looking at.
The PGHSIOI’IS Other construction Group pension deficits at 2015 year-end were
Re ulator reported in Annual Reports as: Interserve £17m (surplus), Kier
g £123m, Taylor Wimpey £180m, Morgan Sindall £1.4m (surplus)
and Costain £30m.
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THE DEFICIT PROBLEM FOR M&A

Pension risk is one of a number of key risks which an acquirer
needs to assess. This area is often overlooked in the initial
stages because acquirers do not understand the pension issue.
They prefer to focus on the core operational and business risks
with which they are familiar. However, pension obligations can
often be so large as to swamp any operational risk issues and
may be a deal-breaker but are not discovered until well into
the process. It is therefore vital for an acquirer to properly
understand the pension risks it is taking on. Current particular
issues can involve data and equalisation. Data can be very
poor quality and will lead to an increase in liability if the
company wants to buy out the liabilities. We have found data
issues can result in an increase in liabilities of up to 5 percent.
It is also not uncommon to find that, historically, equalisation
of benefits was not done properly. This can result in an
increase in the liabilities of 10-20 percent.

The key to any new solution is to recognise the underlying
economics of the situation. Pension schemes can be so
material to a target’s valuation that the trustees have to have
a significant stake in the success or otherwise of the
transaction. Giving trustees protection through mitigation over
a variety of employer assets as a well as equity upside - either
based on the transaction itself (which requires careful planning
before) or more likely, as part of the post transaction exit
strategy, has to be the obvious thing to do. There are now
tools in the marketplace to achieve these objectives.

The pension regulator has recently (August 2016) said that
they must be given the power to block companies from closing
deals that would harm pension scheme members.

The Institute of Directors has said, “It is time to give the
Pensions Regulator a binding veto over M&A activity, in firms
of a certain size, where a sale does not come complete with a
clear and obvious statement of how any pension fund deficit
will be met in the future.”

DECLINING INTEREST RATES PRODUCE RECORD
PENSION DEFICIT IN UK

Investors are rightly starting to worry about pension fund
deficits again. The fallout from the EU referendum has pushed
the interest rates on bonds even lower. This is bad news for
companies with final salary pension funds, as low interest
rates make it more expensive to meet their promises to pay
pensions to their workers in the future.

FTSE 350 companies’ combined pensions deficit hit another
record high in August 2016, as falling bond yields drove the
deficit up by £50bn in a single month - the biggest monthly
widening on record.

The accounting deficit of defined benefit pension schemes for
the UK’s 350 largest listed companies stood at £189bn on
August 31, compared to £139bn at the end of July, according
to consultancy Mercer.

The Growing Deficit Problem
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PENSION DEFICITS AT UK CONSTRUCTION GROUPS

CARILLION

Carillion’s final salary pension scheme is proving to be a big
problem. At the end of 2015, the liabilities of the scheme were
£406 million more than the value of the assets in it.

This deficit equates to 37.7% of Carillion's current market
capitalisation of £1,078 million, which is the biggest deficit on
this measure in the FTSE 350 index.
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At its half-year results in August, the company revealed that
the deficit had increased to £509 million - or 47% of its market
capitalisation. 2015 Balance Sheet Deficit was £406m down
from 2014 Year End Deficit of £515m.

Carillion is trying to plug the hole in the Fund and did put £47
million of extra cash into it in 2015. This is £47 million that
wasn't paid to shareholders - and has to be paid before they
get a penny - which equates to an additional yield of 4.4% at
the current share price.
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The worry is that if interest rates stay low and asset values fall
then £47 million a year won't be enough to plug the deficit
quickly enough.

BALFOUR BEATTY

The Group’s balance sheet includes aggregate deficits of £146
million (2014: £128 million) for pension schemes. The Group
recorded net actuarial losses on those schemes of £86 million
(2014: £237 million gains). The small increase in the deficit in
the year is largely as a result of poor performance of the
return seeking assets in the Group’s largest scheme.

So Carillion/Balfour Beatty combined Pension Deficits are over
£650m, which would provide focus if a Merger ever took place.
Trustees would need to be convinced of the robustness of a
Combined Group going forward; a major message throughout
this Report- Consolidation in the UK Construction Industry
would need to lead to stronger financial status of combined
businesses. Arguably, for example, this was not the case at
the Taylor Woodrow-Wimpey Homes Merger in 2007, which
involved two highly geared businesses merging just before an
unexpected dive in the market post the 2007 financial crisis.

The Merged Group Taylor Wimpey, formed in 2007, did not
merge its George Wimpey Staff Pension Scheme and the
Taylor Woodrow Group Pension & Life Assurance Fund until
2013- to create the single new scheme with £1.8bn of assets
under management.

OTHER CONSTRUCTION GROUP PENSION DEFICITS

When it comes to analyse Pension Fund Deficits there is a wide
financial diversity between the Major UK Construction Groups.
Both Interserve and Morgan Sindall have had favourable
Surplus Positions prior to the recent sharp falls in projected
Pension Fund Gilt and Bond Incomes.

Interserve, has seen its pension position swing from a £34.3m
surplus to a £25.5m deficit at 2016 interim, due to a sharp fall
in gilt yields. In its latest interim management report,
Interserve said the swing was also due to the associated
reduction in liability discount rates following the EU
referendum

In a statement the company said: “Although the scheme’s
position has weakened over the last year, the work we have
done in recent years to de-risk the scheme’s liability position
(the 2014 pension buy-in and making a one-off contribution of
£55m of PFI assets in 2013) has left the scheme in a much
stronger than it would have been in without these actions.”

Morgan Sindall had a £1.4m Surplus at 2015 Year End.

These are in stark contrast to the positions at Carillion and
Balfour Beatty, noted bove.

By 2016 interim Kier had reduced its Pension Deficit from
£123m to £72m; while Costain Group's defined benefit
(DB) scheme déeficit has risen by £16.9m in one year. As at 30
June 2016, the deficit on the Group’s legacy Costain Pension
Scheme (*CPS’) in accordance with IAS 19, net of deferred tax
was £46.5 million (June 2015: £29.6 million).

“"PENSIONERS’ INTERESTS MUST COME BEFORE
THOSE OF SHAREHOLDERS"”
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Clarity

“I regret that my poor choice of words caused some
People to understand what I was saying.”
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APPENDIX X

If you are trawling the stock market for shares with big dividend yields, there's a good chance that
FOCUS ON CARILLION construction and support services company Carillion (LSE:CLLN) is going to appear on your list. As you can
juuuuauuuauuuuuni see from the share price chart above, its share price has been very volatile during the last five years. It has

all the hallmarks of a share that investors quickly fall in and out of love with.

INDEPENDENT ANALYST VIEW ON CARILLION

arillion PLC (CLLN)

ACTIVITY BREAKDOWN
Product Pra-tax %
Il Support services 127.3m  57.1%
Public pvt. Partnership proj. 384m  1TT%
- Il Construction ser. (excl ME.} 3BTm  16.0%
I Middle East constru. Services 20 6m 9.2%

AT Pre tax profit

SUMMARY

Carillion PLC was incorporated on May 28, 1999. It is an integrated support service company. The
Company provides all of the services needed fo create and manage places and Infrastructure, from
project finance through design and construction to lifetime maintenance, facliies management and
energy efficiency. It also provide essential services to customers in every industry to support the
delivery of public services and business objective. The Company's business segments are Support
Services, Middle East Construction Services, Construction services (excluding the Middle East) and
Public Private Partnership Projects. The Support Services segment is engaged in the faciliies
management, faciliies service, rall services, road maintenance, utility services and consulting
businesses. The Middle East Construction Services segment engages in the business of bullding
and civil engineering activities in the Middle East and North Africa. The Public Private Partnership
Project reports equity returns from its investments in public private partnership projects. The
Construction Services segment engages in the UK building, civil engineering and development
businesses, as well as construction activities in Canada and the Caribbean. It offers services for
commercial property, defense, education, health, rall, regeneration, highway maintenance, FM, civil
enginearing, international, nuclear, secure, fleet management and utility services. less.

A closer look at what the company does goes a long way to explaining why this might be. Support Services
- looking after buildings and services, maintaining roads, railways and energy networks - can be very good,
steady business with lots of recurring income. On the flip side, the government tends to be the customer
in lots of support services contracts in the UK which can turn the sector into something of a political
football from time to time - especially if companies are seen to be making too much money.

Construction can be the exact opposite. New building prejects are sensitive to changes in the economy
which makes the workflow lumpy and difficult to predict. Contracts also tend to operate on wafer-thin
profit margins at the best of times. A mistake on budgeting for building costs can blow a big holeina
company's profits. There is also considerable scope for aggressive accounting - particularly in terms of
when profits are recognised. This makes them hard to understand which has led many investors to be
wary of construction companies over the years.

STOCK WATCH: CARILLION

» TURNOVER & PROFITS
Source: Phil Oakley > ROI
https://www.sharescope.co.uk/philoakley_article89.jsp
» FREE CASH FLOW
> PFI DISPOSAL PROCEEDS
> BUYING COMPANIES
» FINANCIAL POSITION
» VALUATION & FUTURE PROSPECTS
» MARKET CAPITALISATION
Phil Oakley
"I get an estimated value per share of
293.8p which suggests that Carillion shares
are fairly valued based on my assumptions.”
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INDEPENDENT ANALYST VIEW ON CARILLION

arillion PLC (CLLN)

ACTIVITY BREAKDOWN

Product Pra-tax %
Il Support services 127.3m  57.1%
Public pvt. Parinership proj. 3%4m  17.7%
Il Construction ser. (excl ME.) 3/Tm  16.0%
I Middle East constru. Services 20.6m 9.2%

Turnover BaRrbgliii

A closer look at what the company does goes a long way to
explaining why share price volatility might be. Support
Services - looking after buildings and services, maintaining
roads, railways and energy networks - can be very good,
steady business with lots of recurring income. On the flip side,
the government tends to be the customer in lots of support
services contracts in the UK which can turn the sector into
something of a political football from time to time .

Turnover and profit history

The large blue bars show that Carillion's turnover has moved
around a lot. It has been driven by the state of the economy -
and the impact this has on construction revenues - and by
buying other companies. After taking a bit of a battering after
the recession of 2008-09 it has been recovering in recent
years.

Carillion PLE (CLLN)

Trading profits (the red bars) are very small in comparison to
turnover which is telling us that Carillion is a low profit margin
business. Profit growth looks as if it has been hard to come by.
Returns on investment

Carillion's return on capital employed (ROCE) as shown by the
blue or second bars below is not particularly impressive. ROCE
has struggled to exceed 10% for much of the last decade. As a
rough rule of thumb, a ROCE of 15% or more tends to be a
reliable indicator of a good business. In 2015, Carillion's ROCE
was 8.9% which was slightly lower than its ten year average
ROCE of 9%.

Carillion PLC (CLLN)
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Free cash flow returns on money invested as measured by the
cash return on capital invested (CROCI) has also been quite
disappointing. Carillion's CROCI was 4.8% in 2015 and has
averaged 5.7% for the last ten years. Very good businesses
can consistently produce CROCI numbers of more than 10%.
We can take a closer look at how Carillion achieves its ROCE in
the chart below which shows a DuPont analysis. We already
know that its profit margins are low (the first or red bars) and
can see that they have fallen slightly during the last three
years. Capital turnover (sales per £1 of capital invested) has
also fallen sharply in recent years. This can be explained by
the company reducing the size of its construction business
after the last recession.

The mix between profit margins and capital turnover over the
last decade has seen ROCE move in an approximate range of
between 8% and 10%. This shows that returns have been
reasonably stable, albeit at quite a modest level.

Carillion PLC (CLLN)
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Free cash flow performance

The chart below shows how effective Carillion has been in
producing surplus or free cash flow. Its record is a bit patchy
as free cash flow has been quite volatile and even negative in
some years.

Carillion PLC (CLLN)
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Despite consistently spending less money on new assets
(capex) than its annual depreciation charge, Carillon's free
cash flow per share has consistently lagged its earnings per
share (EPS). This is not usually a good sign.

Note: Depreciation is a charge for the reduction in value of
fixed assets and is deducted from profits - but is not a flow of
cash out of the company. How much is actually spent on new
or replacement assets is given by the capital expenditure
figure in the cash flow statement. Depreciation is added back
to profits when calculating cash flow so when capex is lower
than the depreciation charge, this benefits a company's free
cash flow position.

Carillion PLC (CLLN)
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Free cash flow for shareholders (equity) was £144.1m in 2010
but was only £56.5m in 2015. If we take a closer look at
Carillion's cash flow statement we can see why this has been
happening.

Firstly, the company's net cash from operations was £128.6m
in 2010 but only £106.2m in 2015.

(Carilion PLC (CLLN)
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Then you can see that the company's free cash flow has taken
a big hit from the fall in dividends from joint ventures. £48m
was coming in from this source in 2010, just £16.8m was
received in 2015.

Carillion PLC (CLLN)
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To make matters worse, the company's cash interest bill has
increased significantly from £13.5m to £35.3m over the same
period. In all, from these two items, Carillion's free cash flow
has taken a £50m hit in five years.

This is slightly concerning and might give rise to some
concerns about the sustainability of the company's dividend
payout. The chart below shows that dividends have been
increasing.

Carillion PLC (CLLN)

However, they have not been consistently covered by free
cash flow as the next chart highlights. The blue (dark) bars
show the dividend per share whilst the red (lighter) bars show
free cash flow per share.

Carillion PLC (CLLN)
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Dividend growth has also slowed dramatically from the rates
seen not so long ago. Growth was 3% in 2015.
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Is Carillion funding its dividend from disposal proceeds?

The table below shows the cumulative free cash flow and cash
dividends costs for Carillion since 2010. Cumulative analysis
allows you to spot trends that you might miss by comparing
one year's figures with another's.

What can be seen from further analysis (not shown here) is
that Carillion has paid out £94.7m more in dividends to
shareholders than it has generated in free cash flow. This is
despite having a cash flow boost of capex being less than
depreciation.

In 2010, 2011 and 2014, free cash flow has been sufficient to
cover the cash cost of dividends. In other years there has been
a shortfall. However, help has been at hand as Carillion has
been able to sell its equity stakes in PPPs (Public Private
Partnership projects) which has brought in £311m of cash to
help pay a rising dividend.
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But what happens when there's nothing left to sell? The
directors estimate that the remaining PPP equity has a value of
£48m. Without an improvement in free cash flow, Carillion's
current dividend payment could come under pressure.

Has Carillion been too reliant on buying companies in the
past?

When studying Carillion's cash flow statement one thing that
you can't help noticing is that it regularly spends money
buying other companies (acquisitions). In some years lots of
money has been shelled out.

Carillion PLC (CLLN)
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It has spent heavily on three big acquisitions as shown in the
table below.

Year Company | Cost Cash | New
Paid Shares
2006 | Mowlem 350 117 225

2008 | McAlpine 555 172 382

2011 | Eaga 298 181 118

Total 1203 | 470 724

£1.2bn was spent on these businesses which is about the
same amount as Carillion's current market capitalisation.
These businesses also allowed the company to make
significant cost savings by integrating them into existing
company structures and contributed to significant growth in
profits and dividends at the time.

What is interesting is that, in all three cases, when the cost-
saving projects came to an end after a couple of years,
Carillion then made - or tried to make - another acquisition.
This process came unstuck in 2014 when Carillion failed to
merge with Balfour Beatty.

You can be forgiven for thinking that the company might have
become too reliant on buying other companies - and the cost
savings that come with it - to grow. Is it a coincidence that
since 2013 the company's profits growth and share price
performance have not been too stellar? Is this also the reason
why Carillion's ROCE has tailed off recently?

As an investor you should always be wary of companies that
have a habit of making big acquisitions as they often come a
cropper eventually. The problem is often a case of acquisitions
and their cost savings masking low underlying growth
elsewhere. To keep the company's profits growing it has to
keep buying companies and to make a big difference, each
acquisition has to be bigger than the previous one.

Financial position

Carillion has a significant amount of borrowings (the first or
red bar) totalling £632m at the end of 2015. The level of
borrowings has come down from a peak in 2012. It also has
sizeable cash balances of £462m giving net borrowings of
£170m at the end of 2015.

One needs to be very careful when assessing the borrowings
and net borrowing levels of construction companies. That's
because the cash flows associated with construction contracts
are moving around all the time. For example, some customers
may pay cash in advance before any work is done. This will
show up as cash on the balance sheet and will reduce the
year-end net borrowing/net cash levels.
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Carillion PLC (CLLN)

Yoar esanens

A company's year-end balance sheets tend to show its
financial position at its most favourable. As a balance sheet is
just a snapshot on one particular day it may bear no
resemblance to what a company's financial position might be
like for most of the year.

This is the case for Carillion and the company, to its credit, is
very open about this. In its annual results statement for 2015,
Carillion stated that its average net borrowing for the year was
£538.9m compared with £450.7m in 2014. This is a big
difference from the year end position of £170m. It also means
that using year-end balance sheets to calculate ratios such as
ROCE and CROCI will understate the capital employed in the
business - because borrowings are much higher - and
overstate the ratios.

Lots of companies won't tell you what their average debt levels
are. However, you can have a good stab at estimating it
yourself. Let me show you how you can do this.

4 Financial income and expense

05 e
m £m
Financial income

Bank interest receivable 0% 09
Other interest recervable 15 14
Total financial income 24 23
Interest payable on bank loans and overdrafts (144) (11.4)
e interest payable and similar charges (28.2) (19.1)
Gl IMIEres) expense on OeNnied Denen pension oDIgauons 5 (15.8)
Underlying financial expense (60.3) (46.3)
Fair value movements in the derivative component of convertible bonds [A] (38)
Total financial expense (54.2) (49.9)

Net financial expense

er inlerest payable and similar charges include Private Placement financing intarest of £14.3 million (2014: £14.3 mil
finance lease charges of £1.0 milion (2014: £1.1 milion), converiible bond caupon payments and inferest accraion of £7.1
million (2014: £0.2 millon), the discount unwind asseciated with onerous lease provisions of £0.8 million (2014: £0.7 millon) and
ntingent consideration relating to acquisiions of £2.0 million (2014: Nil). No bomowing costs have been capitalised in eith

2 Aafarrar tav rhama af £1 9 milinn

The screenshot above shows the breakdown of Carillion's
interest expense. You should ignore the expense related to the
pension scheme for now (more on the pension deficit shortly)
and just look at the interest payable on borrowings.

To estimate the average level of total borrowings outstanding
just divide the interest payable of £42.3m by an interest rate.
Let's say that Carillion can borrow money at 5%. The average
level of debt throughout the year would be:

£42.3m/5% = £846m

This compares with a year-end figure for total borrowing of
£632m. However, the gap between average net borrowing and
year-end net borrowing is £369m. This is telling us that at

certain times of the year Carillion's cash balances are much
lower and borrowings much higher than the above calculation
suggests.

Carillion PLC (CLLN)

ﬂ/_\//\
25
20

Having established that average debt levels are much higher
than the year-end figures, the ratios for fixed charge cover
and interest cover are not suggesting that Carillion is about to
have financial difficulties. That said, given the significant level
of profits coming from construction activities most people
wouldn't want to see those ratios go much lower than they are
currently.

One particular area of concern for investors is Carillion's
substantial pension fund deficit of nearly £400m. The company
contributed £47m of top-up payments in 2015 to try and plug
the hole. This is a significant liability, and cash cost, and could
threaten the company's ability to pay dividends in the future if
the deficit doesn't come down.

Valuation and future prospects

At first glance, Carillion shares look to have a very low
valuation attached to them. A forecast PE of 8.3 times and a
dividend yield of 6.8% might lead you to think that the shares
are very cheap. Carillion trades on a big discount to other
support services companies with the exception of Interserve.
ToH Name Cose  PECPE fYed Prielofree lessead] loasead | Lessead
csfiow | CROCH(T, ROCE(D | EBIT i
W T (kT

WO Mtk GroupPLC My 22 12 6 Boouw W
(P CaptaPLl My ¥ w on M woowoN
NER Mo GroupPLC Wy 0§ 00 29 N (VA B
CLUN - CallonPLC A . A | A I
RV e L iy N0 64 81 W Wooou M

A lease-adjusted EBIT yield of 10.0% might be considered
attractive too. However, bear in mind what I have just said
about borrowings being understated. If average debt levels
were used to calculate enterprise values and EBIT yields then
Carillion would have a lower yield on this measure.

As I've said before, there are very few free lunches on the
stock market - except when the stock market in general is
falling - and therefore it seems that investors are concerned
about the company's future prospects. The high yield in
particular is usually associated with companies that offer low
future dividend growth or a dividend that is likely to be cut.

UK Construction Consolidation 2017-2022

Corporate Strategies and M&A Opportunities

Page 121



Corporate Copy December 31%2016

What you need to try and work out is whether the stock
market is right or wrong about Carillion.

The company's core Support Services business which provides
the bulk of its profits seems to be doing well. It delivered
decent revenue growth in 2015 of 9% and maintained its profit
margins. The outstanding order book of £12.7bn represents
around five year's current revenues which gives good visibility
on future profits. Throw in a bidding pipeline on £12.1bn of
contracts in the UK and Canada and it seems that this business
is in a decent position.

Elsewhere in Carillion's business portfolio there is less
transparency. The big profits from selling equity stakes in PPPs
will not be repeated in 2016. The Construction businesses in
the UK and Middle East have lots of opportunities to bid for
new work but they represent a much lower-quality profit
stream than Support Services with much less visibility. This
makes them less valuable.

One of the ways you can try and work out how much Carillion
shares are worth is to perform a break up or sum-of-the parts
valuation (SOTP). This values a company on the basis of all its
separate business units being sold off.

Professional analysts use this technique a lot when looking at
companies with different businesses. They can be controversial
based on the assumptions used to value each business and
what liabilities have been included or ignored.

Basically, you take the operating profit for each business
(you'll find this in the annual report), tax it at a rate of your
choice, and apply a suitable PE multiple (or whatever valuation
measure you want to use). I look for a similar business, or
businesses, for guidance. This gives us an estimated enterprise
value for each division and thus a total for the company. We
then adjust this for cash assets and liabilities such as tax
credits, debt and pension deficits - things that a potential
buyer would add/deduct when valuing the company - to get an
estimated equity value. Divide this by the number of shares
and you have a value per share which you can compare with
the current share price.

In my valuation for Carillion I've tried to be optimistic and
have put quite high valuations on the businesses. For example,
I've used the forecast PE of Capita to value the Support
Services division which better-informed investors might
consider to be overly generous. The Construction businesses
have been valued at 10 times current post tax profits - the
lower end of current multiples in the construction sector. I've
used the directors' valuation estimate for the PPP business.

I've taxed profits at a rate of 20% even though Carillion's
current tax rate is nearer 12% because it is utilising past
losses to lower its tax bill. 20% is a conservative number but
I've given back £103.8m for the tax assets (which can be used
to reduce future tax bills) on its balance sheet.

I've used the average level of net borrowings compared with
the year end number. This reduces the value per share by
around 85p as the difference between the two numbers is very
big. The pension fund deficit less tax and minority interest
figures are taken from the latest accounts.

I get an estimated value per share of 293.8p which suggests

that Carillion shares are fairly valued based on my
assumptions.

Phil Oakley

23rd

Mar
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PE:
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MANAGERIAL COURSES IN M&A ,
LONDON BUSINESS SCHOOL Ry LB IESSSCHaOL

VA

About LBS

Discover who you really are. Think independently. Find your
own voice.

London Business School is one of the world’s elite business
schools. We shape business practice and transform careers
across the globe. Our academic strength drives original and
provocative business thinking, empowering our people to
challenge conventional wisdom in a truly unique academic
environment.

London experience

Location is everything. The strength we draw from the cultural
diversity, the hunger and dynamism of London, sets us apart
like no other school. We offer unparalleled access to some of
the world’s most successful businesses, who work right on our
doorstep.

Our people are a reflection of the city in which we are based,
where commerce, finance, science, the arts, media, heritage
and multiculturalism collide with energy and enthusiasm.

Academic excellence

We are thought leaders with an unquenchable thirst for
learning and a devotion to world class research and teaching.
Our international faculty is the best in the world. In the
classroom, they share their research and thought leadership
with you. In the boardroom, they advise some of the worlds’
biggest clients.

Our people benefit from this combined expertise, all the while
learning how to have a positive impact on the way the world
does business

Mergers and Acquisitions
Build your company’s competitive advantage and create

increased shareholder value through targeted and skillfully
managed mergers and acquisitions (M&A).

Leading businesses into the future This programme gives you an end-to-end understanding of the
M&A process and the ability to judge whether a merger or
acquisition fits with your corporate strategy. As a result you
will identify the most lucrative M&A opportunities, select the
best partners and get the maximum reward from the deal.

[ ’- Gain the expertise to go into the M&A process with confidence
1 and skill and leave with the result you want.
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Mergers and Acquisitions
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Homa > Programmes > Execulive Education cowses > By toplc > Stretegy > Margers &nd Acquisitions - Benafits and Impact

Sirategy

Mergers and Acquisitions

A AN Ne
Benefits and impact

Benefits and impact

Arm yourself with the tools and tactics 1o plan, negotiate and

n n D Save to my profike

Download & brochure

Reguest more information

|
Who sttends? complete deals that make your organisation stronger and 0
more successful. )/ Requestacal
Benefits and impact
Benefits to you f Reserve & place
Programme content  Widan your understending of the role of mangars end ecquisitons MEA) In your , Apply now
corporats Strategy
Fees
B Leamn how to essess possible targets realistically, value target
) companies, assess bid tactics and avoid common pitfells .
How to apply Key details
B Approgch the negotietion process with the skill and confidence to come Duration: 4.5 dzys
awsy from it with the best possible deal Next stark: 13 Feb 2017
. 2017 Fees: £6,800
" enact , -
Gain the globel perspective, knowledge and awareness needed to tackle Location: London
M&A enywhere in the world, through the diverse insights shared by your
peers and faculty Next programme dates:
B Handle the cultural and system issues thet erise during the post- ¥ 1317 Fzb 2017
acquisition process, and understand key factors for on-going success,
such es consistent leadership [V EREE
B Successfully complete integration to generate maximum long-term valus [ = EEEpan

from the merger.

Benefits to your organisation

Your organisation acquires & senior manager with the ability to:

“The programme exceeded my
expectations, and | was able to

B L8 Margers, Scquisitions end divestments to gain 8 competitive sdgs and Incraess apply the leaming to my
sharsholdsr valus for sustained growin experience from the very first
. . day.”
8 understand how to spot an opportunity, assess value and implemant & Y
desl on the most beneficial terms Todd Gensler [American)
® evaluste the financial implications of & merger or scquisition accuretely Vice President, Pusrto fics & Costs
Fics, VWH Intemationa!

and understend the use of leverage.
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People Management

GIASBEFGEA

“Yes, I think I have good people skills.
What kind of idiot question is that?”

|
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APPENDIX XII

2025 GLOBAL CONSTRUCTION REPORT
EXTRACTS FROM ENR INTERNATIONAL REVIEW

FEFIIRIRIRRII IR IR RRIIRIRIIIIIIIIIIIIIIIIIIIIIIIIIIIIIT

Engineering News-Record

global

“Global Construction 2030 provides forecasts of growth and
gives analysis for all major construction markets globally to
2030 and also provides forecasts and analysis for
infrastructure, housing and non-housing sectors globally and
for key regions and markets. In this special paper, we give an
overview of the health of the global economy and explain how
key drivers, including growth in economic output, rising
populations and faster urbanisation in emerging markets
are expected to impact growth in key regional construction
markets. More detailed forecasts and analysis of key
construction markets are presented in the Global Construction
2030 report (approx. 400 pages, 700 figures and tables) and
in over 50 separate databases that provide consistent and
comparable data over a 25 year period from 2005 to 2030 for
all construction markets. The new Global Construction 2030
report also outlines key themes giving valuable insight and
perspectives on key global trends impacting the
global construction industry. These include how China will
export its massive construction capability to build a modern
day Silk Road to new markets and how reform in the way
A bl east public infrastructure assets are funded is needed to achieve
Tor the construction the needs of growing emerging global cities. Our last Global
industry o 2030 Construction 2025 forecast and report for the global
construction industry was published in July 2013, as a recovery
for the construction and engineering industry from the global
financial crisis had become apparent. The new Global
Construction 2030 forecast and report is the fourth in a series
of global studies by Global Construction Perspectives and
Oxford Economics describing the medium and longerterm
prospects for the global construction industry and giving
forecasts showing how the global construction industry will
evolve as the recovery from the global financial crisis
transitions into new opportunities, challenges and uncertainties.
Global Construction 2030 is an invaluable tool for senior
executives and policy makers globally who seek to gain a clear
perspective on the global construction and engineering
industry. The forecasts and report have been developed and
written by the world renowned expert team from Global
Construction Perspectives and Oxford Economics. Our previous
Global Construction 2025 global study of the construction
industry has provided companies and organisations throughout
all sectors of the global construction and engineering industry

Source: Global Construction Perspectives with a clear and invaluable perspective”

Global
Lonstruction

http://www.globalconstruction2030.com/

L
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New York Gty — 10 September 2015

KPF: Ping An Finance Centar, Shonzhen, Guangdong Frownce, China. A 115 siomy
superiad skyscrape standing a fotal of 550 meters high and will be the secondetaliest
Blding in the world and the tadiest in China
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2015 Global Construction Summit

. OXFORD
ECONOMICS

global

Global Construction 2030

Key economic developments driving the
construction outlook

Much has chenged in the global economy since Global Construction
2025. The nadir of the global finandial crisis I8 now six years behind us,
and there s & certain return to "economic normalcy™ as recovery across
the developad workd appears to be bulding momentum, credit conditions
have improved considerably, and the massive pullback in construction
activity has tumed the comer, albeit at varying speeds across regions.
This suggests that the expansion phase of the construction cycle Is well-
established and that we thus can expect relatively strong prospects over
the next few years from a business cycle perspective.

At the same time, there have been a number of developments over the
last two yeers that are lkely to have both short-term ramifications and
longer-lasting Impacts on construction activity, both positive and negative.
As our forecasts for Global Construction 2030 have not yet been finalsed,
this paper identifies and discusses the major developments In the global
economy and how they are likely to shape the construction outiook
across the mgjor regions of the globe.

Some of the key patterns that are emerging are as follows:

— The global construction market Is expected to grow at a faster pace
than world GDP over the next decade as Aslan economies continue to
Incustrigiise and the US recovers from the sharp downtum during the
global finenclal crisis.

— The next decade will se a continuing shift towards faster-growing
construction markets in Asla and other emerging economies where
rising popudations, rapkd urbanisation and strong economic growth are
drivers for construction.

— China has gready begun to slow significantly in the near term, ceding
its position a3 the fastest-growing Aslan market to India within a year
or two and offering new growth opportunities for ASEAN nations.
However increasing demand for consumer-orented construction
will provide consiceraible support (albat with changes In the relative
Importance of industriainfrastructure and commercial).

— China is expected 1o significantly Increase its Investment in real
assats and Infrastructure and In the export of construction sendces
and bullding products into key global markets over the next decade
leveraging its significant construction and engineering capabiity and
vast manufacturing capacity.

— Developed markets are set for a more posithve near-term outiocok as
the fallout from the global financial crisis recedes, household incomes
firn, and public finances Improve. Nonetheless, Europe and Japan
In particular face very weak longer-term prospects due to poor
demographics and limited potential for economic growth. The UK s a
stand out market in Europe with growth set to outpace the average its
Western European neighbours by a significant margin.
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2015 Global Construction Summit
Mews York City = 10 September 2015

OXFORD
ECONDMICS

global

AEDAS: West Kowloon Terminus, Hong Kong. High speed rad torminus wil connect Hang Kang to mayor cifies in AMaiand Cnina. # wil prabably be the largest below ground
farminus station in the workd

In our previous report we had dready dentified the warning signs of
unbalanced and unsustainable growth in China and the need to take
action to reduce depandence on export- and investment-driven growth In
{avour of & more consumer-orkented economy that would drive domestic
demand. But China adopted a different path, adopting addtional
Infrastructure Initiatives and further easing of credit conditions, to the point
that iwvestment's share of GDP continued 1o increase to nearly 50% of
GDP. It is becoming increasingly apparent that something has to give, and
for the moment It is heavy Industry, bulding matenals and construction,
where the fall in ivestment growth in China has impacted heavily.

Within China, this has led to downgrades in our construction outlook,
though we don’t expect construction growth to pull back &s much

as some observers fear. Indeed, there are many new markets for
construction in China. Amidst the broader transition within the Chinese
economy away from investment led industrial growth, construction in
the future will be more focused on the consumer economy. Whereas
much construction in the past concantrated on heavy industry and large
residentia schemes, construction wil ba fecused on bulding schools,
hospitals, high-end retall faciltles end business parks to satisfy the
anticipated acceleration of consumer spending.

China will need 1o significantly upgrade Its healthcare facilities to cope
with an ageing population. The numbers aged over 60 years in China will
reach a staggering 36.5% of the popuation by 2030, compared with only
15.2% In 2015. The numbers aged over 60 years in China will be higher
as a percentage of population than in Europs by 2030.

In addition, China stil has huge Infrastructure challenges that will need to
be met and its new five-year plan will mean a focus on clean energy, water
and sanitation. Road, rall and maritime infrastructure wil all need to be
upgraded if China Is to remain competitive going forward. The development
of pan-Asian trade glong the old Silk Road will present the construction
sactor with enarmous challenges, but also huge opportunities. It wil also
help open westemn markets further to over a billon new consumers.
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The slowdown in China Is &lso having a dramatic impact on commaodity
demand, and by extension the cutlook for mining construction and the

Infrastructure needed to move commodities to market. This downshift s
Ikely to have substantid impects on resource-intensive economies such
as Australla, Brazil and Chile.

A second development that wil have both near-term and longer-term
Impacts on construction is the sharp fall in crude-oll prices In late 2014.
This was driven largely by supply tactors: the shale revolution has allowed
the US to nearly double production in just five years. In addition, the
desire of Saudi Arabia to safeguard market share over profits meant that
Impending retumn of Iranian exports Into international of markets following
agreement on thelr nuclear program has caused Brent prices to dip
below $50pb In early August 2015, with weak global demand and record
Inventories putting additional downward presswre on prices.

Lower oll prices affect construction activity in numerous ways, both
pasitively and negatively. On the demand side, lower ol prices act

as a tax cut for consumers, boosting spending and ultimately driving
additiondl productive capacity. in Europe, for example, the “sugar rush®
of consumer spending In the first half of 2015 has help boost flagging
economies. in more oll dependent countries such as Japan and inda, the
filip from faling ol prices has been most significant. Howewver, amongst
the oll exporting countries, the new oll price realty is less of a stimuant.
Construction projects related to ol driling and refinement have been
scaled back (to the tune of US$2000n, according 1o recent analysis by
Wood Mackenzle), while other sectors linked to ol production have seen
reduced demand via supply chaln effects. This has been particularly true
In Canada, which appears to have entered recession. On the supply-side,
the cost of bullding materigls that require high levels of energy input in
thek production procsss should come down. At the margin, this shoud
rase construction value add.
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A third key development & changes in relative national competitivensss.
Some of these dynamics are policy-related — such as the large quantitative
easing programs undestaken by the Bank of Japan and the ECS to weaken
the yen and ewrc againet the dollar and the more recent devakiation of the
yuan - and are not ikely 1o have longer-term impacts. But others refiact
more struciural ssues and will ultimately have a bearing on construction
actiity, in particular the industrial and infastructure segments.

One of the key themes of our previous report was the “reshoring” of
production back 1o developed markats, which was one of the reasons
underpinning our redatively robust US outlook. In China, unit labour
cosls in manufaciuring have tripled since 2000, while thosa in Japan
and the US have remained stable, and by some measwres the “al-in”
manuiacturing costs in China are not much lower than in the major
developad economies. One might think that the ol prica drop might
change the reshoring calcuus due 1o falls in transportation costs, but
we dont think this is Tkely. More important than the financial cost is the
time cost, as time-to-markat has bacome critical across an increasing
spectrum of products. Furthesmore, firms can exercise greater oversight
and control over their supplier networks, as wel as talor their products
10 local consumer tastes. Notwithstanding the near-temm drag of the
strong doliar on US cost competitivenass, we expect the combinad
Impact of low energy costs and strong productivity to support industrial
construction into the medium tem.

The erosion of industrial competitiveness in traditional offshoring countries
8 dso having impects in other emerging markats. In Asia, rising labour
costs in China have lad some frms in more labour-intensive sactors
such as textiles and light manufacturing assambly to relocate to ASEAN

countries such s Vietnam. Incia too has an enomous poal of low cost
labour which should provide significant opportunities for s to invest
into, and refoerm efiorts by President Modi may well open up additionsl
opportuniies in industrial and infrastructure conetruction. As will be
discussed later, the spaed and dapth of reforms in countries such as Brazi
and Mexico will have & key basring on the longer-tar construction outiook.

Across emerging markets, structural reforms programs simed at
beosting growth prospects have been implemented, with varying
degrees of success.

In Inciia, the Modi government was elected on a program of substantial
structurd reforms. The economy in India has long since been hampered
by excessive bureaucracy and it is hopad that Modi wil bring in

new reforms to stimulate much naedad activity in India's transport
infrastructure and industrid sector. Significant doubts remain as to
whether these reforms will be fully implemented as poltical realities start
to bear down, but our expectation is that indian economic growth wil
canainly outpaca China's by 2016.

After a prolonged pesiod of recessionary drag on the econoay, the green
shoaots of recovery have taken a firm hald. In North America, economic
growth is now firmily in the 215% range, while housahold liabiities as a
percantage of income have come down ¥om the highs during the crisis.
The house price crash that precipitated the crisis produced a large fall
in the residential construction market as households were forced to
deleverage. With housshold labilties trending downward, the residential
construction market is in better shape for sustained building activity.
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Emerging Asia Pacific

The moet imporant narrative since our previcus Global Construction

Perspactives report in 2013 has been the continued slowdown in the

Chinaga economy. China's status as the construction capial of the world
is wel founded; consider that over the three years from 2010-12, China
produced more cament than the US did in the 113 years from 1900-

2012. The scale of construction in China has been, and continues to be,
truly s the 08 of traneiorming from & precoeminantly

rural based sociaty into & modam, urban-basad intemational economy
continues. As of 2014, the urban population in China was at 54%, stila
considersble way off the major advanced economies, and suggestive of
further residential bullding 1o come.

Official data for the Chinese economy recorded year-on-year growth
of T% in both Q1 &nd Q2, suggesting that the slowdown is only &
marging phenomenon. But looking at the lower level data suggests the
aiments 10 the Chinesa aconomy may go further than the authortias

Nonetheless, our Ching view i not all doom and gloom. There remaing
scope for significant new proge The pressing need for
China 10 upgrade its transportation natworks, from road, rail, madtime and
aviation wil continue 10 gve significant new opportunity for construction in
China. Also needed are improvements to China's consumer facing sectors
a8 the country matures into a mogdam consumption led economy. This
will mean vast improvements 1o commescial and entedainment buldings
as well a8 huge investments in educational and medical buiding. And
furthamore, despite the much publcised reports of Chings housing
oversupply and the talk of ghost cities lying empty, much of the housing
stock is substandard and in need of upgrading, that wil provide strong
impetus for construction.

Ihdian economic rospects have been raisad following the elaction of
Narendra Modi. Hs highly anticipated reform program has fuelied much
excitement within India and amongst the intemational business comamunity,

are peepared 10 admit. Output in the sactors that feed into
such as cament and rebar steel have both shrunk this year, while data on
car production also point toward slowing economic output. Mearwhile,
nvestment growth in redl estate development continues to slow, with the
most significant frosting in the residential sactor and reflective of the large
oversupply of housing stock in China. Furthammore, the 100-City average
house price index has talien for 10 straight Monthe in year-on-year teme —
though there have been some signs of this abating recently.

and thus far bolsters cur expectation that ndia’s GDP growth
will outpace China's by 2016. Much of India's recant econamic growth
has been driven by foreign nvestment expectant of ‘big bang’ style
reformes. Though the government has akeady implamented a number of
important reforms, significant ground remaing to be covered. Structural
redorms to taxation, lebour markets and the utilities sector remain on
the Modk government’s 10-do st. Most imporiant to the construction
8ac10r In India are the land reforms promised by the govemment. Modi
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has promisad to overthrow the 2013 land acquisition law that restricts
the abiity of government to sanction areas of land for new conetruction
projects. Much of India's long-term construction outiook rests on the
abilty of the Modi government 10 overcame internal opposiion 10 his
land redorm program. This is made all the more imporant given the
huge infrastructre challenges India; ransporiation and power networks
require serious Lpgrades if India is to develop into a modem interational
economy. Furthermoee, india's wrban population stands at just 32%,
amongst the lowest in the world. The scale of buiding work required to
do this is truly awesome. Taking China as an example, getting the wbean
population ¥om 32% 10 the 54%, took 18 years at a compounded annual
growth rate of 10.3%.

Nonethelass, India's enormous potential remains untapped. Very
tavourable demographics over the next two decades, a rapidy
expanding midde dass, and low unit Bbour costs all provide India with
very beneficia economic terms. Leveraging thess advantages wil be a
question of govesnance.

The pace of growth in the ASEAN countries has slowed somewhat

as weaker Chinese demand bleeds across the Asia-Padific region. In
addition, the lower global oil price has driven down Qovermment receipts in
Indonesia, caling into question the government’s proposad infrastructure
upgrackes. We expect 1o see ASEAN construction markats grow at over
7% on average over the naxt five years which is significantly faster than
that foreseen for China
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Developed Asia Pacific

Despite a sip in economic activity as a result of the tax hikes that
dampenad consumer spending growth, construction growth in Japan
has been a bright spot over the past few years with Abenomics providing
he impetus. Furthermore, extensive OE has pushed the exchange rate
lower, aiding competitiveness and supporting industries dependent upon
extend demand. However, the outlock is not &l positive for Japan given
poor demographic trends, with the population aready shrinking, and
bleak prospects in China, which is somewhat offsatting the benefils of a
weaker exchange rate.

Demand for construction in Australia has suffered adversely Yom the
slowdown in Chinesa industrial activity. China's insatiable demand for
commodities drove a mining and gas related infrastructure projects in
Western Austraia, with knock on effects in the residential and non-
residential sectors in Perth and other dities supporting Australia’s mining
infrastructure. The sliowing growth rate of Chinese demand has causad
overcapacity issues within the Australian mining sector which has in
un depressad investment spending across the economy. We expect
construction outpet to fal this year, bafore feturning to growth in 2016,
dbeit at & more resarved level than witnessed during the commodities
super-cyde of the previcus decade. However, the recent sel off of state
owned nfrastructure assets is expectad 10 halp fual further investment
and growth in urban infrastructure neadead to imgrove Australia’s poor
quality infrastructre.
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North America

In the US, the outlook for construction has been looking up after a
prolonged pericd of stagnation. This has been most pronounced in the
residential sactor, where housahold deleveraging, slack labowr markets,
and flat hourly wages stifled damand for new home construction. With the
retum to more normal economic conditions, the possibiity for catch-up
growth in the residential sector s growing. In addition, demographic
davelopments are supportive of further resicential construction as the
large millannial generation reaches child bearing age and requires new
housing space 1o raiss ther young tamilies.

US non-residential construction did not sutter the same deap contraction
s s residential counterpart following the 2008 crash although some
city centre commercial markets suffered significant downturn, Strength
in US industry following the crisis has been remarkably robust with much
of this is due to the competitiveness gains in the US and the consequent
reshoring of industrial acthity.

Looking forwerd, the outlook for US manutacturing remains robust
following the tate-2014 talis in the giobal of price. The effective tax cut
this represants 10 businesses and consumers slike should drive activity in
the non-residential sector. This is in spite of the recent sppreciation in the
dollar that has created a tougher export enironment for US firms.

Employment data for the construction sactor also suggests a more
positive picture of overall activity. Job opanings in the sector have grown
at double-cigit pace over the frst five months of the year, while new hires
have shown simiar strength. These trends are in ne with ouwr view that
the construction Sactor is expanding capacity ahead of an expected
uptum in demand over the coming quarters.

Construction activity in ls and schools provicdes another key area
for the US construction sector in coming years. The recent Supreme
Court decision in favour of the Affordable Healthcare Act should provide
some stimulus 10 medical sacior construction which has been lackdustre
in recant years. Favourable demographic trends also point to growing
damand for new school buildings as the now third generation baby
boomers enter the education system.

KPF: Hudson Yards in New York Qlty, consisting of 18 skyscrapas containing mos than
In Canada, the late-2014 ol price side has had significant adverse effects 12.7 mition square feat of new offics, residantial and matal space
on the economy. Given the dominance of cvil engineering construction
in Canada, and of extraction related construction within civil engineering,
the eflects of lower ol prices have been extensive. lhwvestment in the
ol and gas sector has been paired back, which has in tumn had supply
chain effacts on other sectors in regions of the country dominated by the
extraction saclor, Albera being the stancout case.

Via reducad investment and increasad pessimism, construction prospects
in the non-residential sector have dwindied. Target's racant decision 10
close all its stores in Canada, as well a3 creating & lot of vacant space and
theraby dampening new construction demand, is emblematic of broader
commercial challenges tacing Canada over the naarer temm.

The residential sector, particularly in the big cities of Toronto and Montreal
has been subject 1o over-heating fears following years of house price
infiation. Furthesmore, the lack of serious employment growth could put
pressure on housahold incomes, leading to questions over the viability of
Canadian housing demand going forward.

L
UK Construction Consolidation 2017-2022 Corporate Strategies and M&A Opportunities
Page 137



Corporate Copy December 31%2016

GLOBAL CONSTRUCTION 2030

ENR 2015 G]obal Construction Summit globol 0XFORD

New York City = 10 September 2015 ECONOMICS

Latin America

In Mexico, the construction cutiook continues 10 be driven by strong
industrial growth as the country continues 10 %eed US demand for 3 Y
manutactured goods. Cheap enargy and business friendly government N
policies has driven & wave of international companies 10 selup
operations in the country, which aleo has the benefit of extensive
free-trade agreaments with the US and Canada. The automotive sactor
has baen tha jewsl in the manufacturing crown, &8 aimost every major
global car manufacturer has built assambly plants in the country, whie
continuing nvestment streams guarantee future corgtruction projects.
Furthesmore, the government’s plans 10 open up the state controlled
enargy sector should generate a raft of private ivestment into the
country’s ageing energy infrastructure. i addition, eadier this year the
govemnment announced a S-year, USSE00 million program 10 improve
infrastructure across a range of industres, although the impact of lower
oil pricas on public fnances may reduce &8 scope somewhat. ZAHA NADID ARCHITECTS: Esfara Oty Canive, Montomey, Mexico, & iow £5e,

Wl development. The cesign tangeds oAme Lravention Mrough

envirconmental design ICFTED!

One big losar from Mexico's industrial ascendance is Brazil. We had
forecast a 2% average annual increass in construction activity through
the end of the decade in our kst report, but the cuttum is now likely to
be less than hat that. Competitivenass in Brazil remains low as much
needed productivity-enhancing reforms have fallen short in recent
years. Brazi migsad the chance to implement reforms whan economic
conditions wese favourable. Although the govemment Now Seems keen
to re-odent policies, there is only so much that fecal and monetary policy
can do to affect madium-term prospects. Without reforms to imgrove
labowr productivity and simplly the tax code, Brazil will remain very cloee
to the battom of the list of growth in the major emerging economies.

The near term result i8 a callapsa of the economy into recession.
Set against a glowing econamic pesformance only two years ago,
Brazi now taces & prolongad pedod of negative growth. nvestment
has shrunk for the past 18 monthe - this in spite of all the spending
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Western Europe

The outiook in Europe remains by engaing omic
uncertainties surrounding the fulre of the Ewrazone and a possidie Gresdt.
Though things have improved since the depths of the crisis, the continent is
stil suttering from intemal imbalances and competitiveness issues that stem
fom diverging econamies being locked into a common monetary system.

Though Europe continues to inger under the weight of economic
imbaances, there are etil some postives for growth. After an L-shaped
recovery in the construction sactor across many Europesn countries,
thare is now the potential for pent-up demand to be unleashed. Spain is
one example where we are starting 10 see particularly robust growth after
a multi-year period of double-digit declines in construction activity.

The lower oi price has provided an i | boost to

Europaan nations. As a tax cut, the lower ol price should boost
consumption and ultimately investment, which all else equal will crive
construction activity over the near term. We are indieed seeing this, as a
strong “sugar rush” of consumgption appears to be leading to Improvement
in business santiment (in spite of the Greek drama this summer) and
Investment activity. S0 we are thus a bit more optinistic for the next couple
of years. Nonethaless, the European outiook over the long-term remairs
broadly inchanged. Europe's poor graphic profile i

much of our construction outlock for the continent. Low bith rates point
towards limited new demand 1or new buildings over the longer-tarm. in
paraled 10 this, the rise of populist anti-mmigration poliics in Europe risks
shutting out much of the patential for imported labour ¥om abroad.

In France, weak demand at home and abroad is hampering investment,
while a lack of competitiveness in the French economy points towards
longer term structural s on growth. G y. the major industrial
engine of Elrope has benefitted ¥om increased trade under the weak
euwo, though the reduction in capital goods demand from China has
weakened demand for industrial construction.

The southern European countries such as Spain and taly have started to
show some promise ktely. The Rtalisn economy is expecied to grow this
year for the first time since 2011, whie Spain is forecast 10 grow by 3.2%.
Both countries saw construction actiity slashed in the years fallowing the
crigis as fears of contagion from a Grexit weighed on investor

santiment. This creates the potential for considerable catch-up growth in
the coming years. Indeed, we expect average annual growth on the order
of 1%% in Raly over the next 5 years, with Spain expectad to grow at

almost double that rate

The UK construction sacior remaing buoyant. Having not d the
multi-year decines seen in other European countries, the growth path of
construction remains stable. A chronic shortage of housing in the south-
east region of the UK coupled with an ever growing popdation should
drive new residential construction, while healthy business investment will
Spur on growth in the non-residential sactor. The outlook for infrastructure
spending & also promising but the govemment's commitmeant to fiscal
consolication may cnly serve 10 widen an already significant infrastructure
dificit in the UK and dampen growth as publicly fundad construction is stil
expectad to sheink further.
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Eastern Europe

The Russien economy has entered deep recession, brought on by a
combination of war, sanctions and low ol prices. A BRIC country of

previously immense promise, the Russian yis 0
by around 4% this year, and our expeciation of the medium term has
Deen revisad down as wel. Tumbling i driven by o]

confidance and a withcrawal of foreign capital has meant that spending
on new construction projects will recede over tha coming years, with only
a tepid recovery from 2017 onmwards.
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Middle East and
North Africa

The sharp fdl in the oil price underscores owr calculus for Midde-eastem
construction prospects. The Saudi response 1o low il prices — and

by extension, the OPEC response — has been to squaeze margins of
the upstart shale producers by maintaining output and relying on the
Kingdom's vast resarves 10 act as a bufler against faling government
revenues. So far this strategy has hald up, but the Kingdom is rapidly
burning through its forex reserves. A prolonged perod of low ol prices
would have serious impacts on the Saudi and other Gulf state’s fiscal
budgets. Of coursa, there are clear consaquences for infrastruciure
construction also. Should the ail price remain below $50pD, invesiment in
developing new extraction projects would lkely suffer. It may aso affect
prospects for big infrastructure projects due 1o depleted public fnancas.
The recent FIFA scandal and investigation has delayed projects in Qatar
as a part of the praparations 10 host the FIFA2022 World Cup.
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Sub-Saharan
Africa

I Nigeria, the slide in ail prices has interaified pressure on the
govemment’s fiscal postion and balance of payments, where fusls and
mining products represent some 85% of Nigara's goods and servicas
exports. However, Nigaria atil has plenty of potential for economic growth.
The government has made hints towards economic liberskisation such as
opening up the ol industry to cutside investment and an ending of fuel
subsidies, which if combined with better functioning institutions could
frovice the bulding blocks for sustained economic growth. Nigeria's
poputation growth is explosive and Nigaria is sat to become one of

the world's most populated countries by 2030. Growth in working age
population is aeo a key driver.

South Africa, though not a major oil producer has suffered from a more
general downtumn in metals prices since the end of the commodities
supear-cydle. Faling investment in mining projects has led 10 relatively tepid
construction activity reiative 10 the lest decade. Furthermore, 0ngoing
tabour disputes and chronic problems in the country’s power grid meen
the South African construction industry shouldn’t expect a return to stellar
growth just yet.
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HISTORY OF GEORGE WIMPEY
& ROLE OF SIR GODFREY MITCHELL

e

A History of George Wimpey, and the role played by its
chairman Sir Godfrey Mitchell, its formative years.

SOURCES:

http://www.managementtoday.co.uk/uk-why-whimpering-
stopped-wimpey/article/409934#0KQ5wK05A2D0OscW1.99

http://www.referenceforbusiness.com/history2/78/George-
Wimpey-PLC.html#ixzz4QYUv717x

HISTORY OF GEORGE WIMPEY PLC

George Wimpey PLC ranks among Great Britain's largest

The firm was established by Walter Tomes and George Wimpey
as a stone-working partnership in 1880. The young
entrepreneurs initially took contracts for structural and
decorative residential masonry, but by the late 1890s they had
expanded into paving, specializing in laying the foundations for
the horse-drawn streetcars of that era. Tomes sold out in 1893,
leaving Wimpey with a sole proprietorship. Winning local public
works contracts boosted the contractor's reputation in the
1890s. The company built the local town hall in 1896 and was
contracted to lay the foundations for London's first "electric
tramway" in the latter years of the decade. After the turn of
the century, Wimpey won a prestigious contract to build the
140-acre White City complex. This series of pavilions and
gardens built for the Franco-British Exhibition of 1908 featured
an 80,000-seat stadium that also served as the site of that
year's Olympic Games.
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Four years of progressive illness culminated in George
Wimpey's death in 1913 at the age of 58. Owing partly to the
distractions and labor shortages of World War I, the founder's
family put the business up for sale in 1919. With £500 for
goodwill, £2,500 stock-in-trade, and an extra £100 to help the
Wimpey heirs meet their last payroll, Godfrey Way Mitchell
bought the firm and registered it as a private enterprise. In
recognition of the fine reputation built during the company's
first four decades, Mitchell retained the Wimpey name.

With £3,000 in working capital borrowed from his father, the

27-year-old Mitchell took his company back to its roots: paving.

Mitchell built up a fleet of eleven steam rollers and took
contracts for public and private paving jobs. In spite of severe
economic recession in Britain in the early 1920s, Wimpey's
annual revenues topped £137,000 by 1925. The company
subcontracted for several housing developers during this
period. Mitchell astutely observed that Wimpey stood to make
higher profits (albeit at an increased risk) if it bought the land
and built and sold homes itself instead of just contracting for
the projects. The company's first residential development,
Greenford Park Estate, was completed in 1928.

It seemed an inauspicious time to expand operations into such
a capital-intensive venture: unemployment ran high in the
1920s, and in 1931, Britain followed the United States into the
most serious economic depression in modern history. Although
unemployment in the United Kingdom neared three million by
1933, Wimpey and its housing venture boomed. The company
concentrated its early efforts on construction of inexpensive,
accessible homes. Those in the Greenford Park development,
for example, sold for £550. Buyers needed less than five
percent (£25) down and received a £50 government subsidy
as further incentive. Wimpey's emphasis on the low end of the
residential market, with its high and relatively stable demand,
would characterize its housing business for decades to come.
The construction bonanza was credited with fueling one-third
of Britain's re-employment from 1932 to 1935. In the decade
before World War II, Wimpey built an average of 1,200 houses
annually. The company continued to build roads throughout
southern England during this period.

When Mitchell took Wimpey public in 1934, he set up a unique
ownership scheme wherein the charitable Tudor Trust (later
renamed Grove Charity Management) held about half of the
firm's shares. By that time, the company's annual revenues
neared £2 million--over 13 times its turnover of a decade
before. In 1936 Wimpey won its first major civil engineering
contract, an £800,000 government agreement to build the
Team Valley Trading Estate in northeast England. The
comprehensive job called for diverting a river as well as
building railways, a viaduct, and other accouterments of an
industrial park. By this time, the company was able to provide

a full range of contracting services, from planning to marketing.

After Germany's 1938 invasion of Austria, the British
government began issuing defense contracts in cautious
preparation for a conflict that British diplomats tried in vain to
avert. Wimpey's war-related government contracts started that
year with immense underground concrete tanks used to store
aviation fuel reserves. A second £4 million contract called for
the construction of a Royal Ordnance Factory near Glasgow,
but even this extensive project paled in comparison to
Wimpey's later contributions to the war effort. In 1938
Wimpey began bidding on contracts to build airfields or
"aerodromes," as they are known in the United Kingdom. By
the war's end, Wimpey had built nearly 100 of the facilities for
the burgeoning Royal Air Force, which proved key to Britain's

defense. Wimpey received so many government contracts
during this time that some in the media speculated that the
company was receiving preferential treatment and that
Winston Churchill had a financial stake in it. In response,
Mitchell himself requested a government investigation, which
cleared the company of all charges and noted that Wimpey's
efficiency won it the contracts. The company also built
fortifications along Britain's eastern coastline in case of a
German invasion. Although the RAF averted a ground invasion
of Great Britain, intensive bombing forced Wimpey from its
headquarters to a suburban, bomb-proof outpost on land
owned by Mitchell. The Hammersmith complex was bombed
shortly thereafter, and the company stayed in its "temporary"
headquarters until a new office building was completed in 1949.
In 1948 Mitchell was knighted "in recognition of his public
services."

Mitchell laid the foundation for post-war growth by establishing
local offices throughout Great Britain in the years immediately
following the war. These satellites helped absorb the deluge of
veteran workers and prompted diversification into coal mining,
among other activities.

Demand for housing was especially high in the post-war era--
nearly one-third of Britain's housing had been damaged in the
bombing and practically no new homes had been built since
1939. A shortage of bricks drove Mitchell to seek out an
economical, reliable, and efficient alternative method of
construction. Wimpey architects and engineers based their
"No-Fines" technique on a Norwegian idea. The concept
employed concrete containing no fine aggregate (sand or
stone), hence the name. Poured concrete walls formed the
main structure upon which conventional interior and exterior
finishes were then applied. Government housing contracts
propelled the construction of tens of thousands of residences
annually in the early 1950s, and after the government lifted
restrictions on private home-building in 1954, Wimpey re-
entered that market as well. The proliferation of automobiles
brought many road building contracts. Other major projects in
the immediate post-war era included a factory for Pirelli
General Cable Works, the Queen Elizabeth II grandstand at
Ascot, London Bridge House, and Heathrow Airport.

Wimpey became one of Britain's first contractors to expand
overseas in 1946, when the company added offices in Cairo,
Baghdad, and Singapore. Early international projects
concentrated on roads and airfields, but the rapid expansion of
the global automotive industry in the postwar era drove
burgeoning demand for oil and petroleum products. Wimpey
"mutually developed" with the oil industry, both at home and
abroad. The company built oil fields, refineries, pipelines, and
support systems in Kuwait, Borneo, Iraq, Syria, and New
Guinea. Many of these early projects required the contractor to
build its own roads out to the chosen sites. In Borneo, Wimpey
built an entire town, complete with over 2,200 residences, a
shopping center, swimming pools, hotels, and a power station.
At first the company shipped laborers from the United Kingdom
to its often-remote sites, but it gradually started training
indigenous labor, subcontracting locally, and using local
materials.

Wimpey naturally moved "downstream" in the petroleum
industry, building numerous plants for the world's
largest petrochemicalfirms. Contracts with chemical giant
Union Carbide Corporation alone called for the construction of
15 plants in Sweden, Belgium, India, and Australia. Other
major clients included Imperial Chemical Industriesplc (ICI),
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Shell Oil Company, Conoco Inc., and, of course, British
Petroleum CompanyPLC.

Oil industry projects often offered the foothold that Wimpey
leveraged into other overseas contracts. For example, the
company's expertise in petroleum took it to Jamaica in the
mid-1950s, but construction of sugar processing plants, hotels,
highways, schools, and offices soon established it as one the of
the biggest contractors in the Caribbean. Political upheaval
forced the closure of Wimpey's Cairo and Baghdad offices in
the late 1950s, but by that time the company had launched
operations in Canada and Australia that would prove vital
contributors to overseas revenues. Wimpey's open-cast coal
mine, launched in Australia in 1950, produced more than 1.5
million tons of coal in its first year alone. Over the years,
operations "down under" expanded to three offices with the
capacity to provide infrastructure, private and public housing,
and general contracting.

Expansion into Canada was precipitated by a survey that
indicated a "desperate need for construction and housing
development expertise." Accordingly, Wimpey established an
office in Toronto in 1955. The rapid pace of postwar
suburbanization supported the company's expansion from
residential construction into roads and highways as well as
support systems like water mains and sewers. By 1970,
Wimpey was building nearly 2,000 homes each year in the
province of Ontario alone. Its high concentration of work in
this region ranked Canada as the largest contributor to
Wimpey's overseas revenues, at more than 30 percent.

Mitchell remained Wimpey's executive chairman until 1973.
Geoffrey Foster's 1994 examination of Wimpey for
Management Today noted the deep and lasting effects of
Mitchell's tenure, characterizing him as a Vvisionary,
"patriarchal" leader whose influence was felt through the
1980s. Dick Gane, formerly chair of Canadian operations, led
Wimpey from 1973 to 1976, when Reginald B. Smith advanced
to the executive chair. A "life-long Wimpey man" and former
chief estimator, Smith essentially carried on Mitchell's ideals as
the company slogged through the difficult 1970s.

Wimpey's internationalization gave it something of a "split
personality" during this decade. When the Organization of
Petroleum Exporting Countries (OPEC) more than tripled oil
prices after 1973's Yom Kippur Warbetween Egypt and Israel,
construction in the Middle East boomed, while most of the rest
of the industrialized world went bust. Wimpey's activities there
centered on Amman, the capital of Jordan, where the
contractor built government offices, roads, and a stadium.
Wimpey's overseas expansion earned it a Queen's Award for
Export Achievementin 1977.

Although high oil prices meant a bonanza in the Middle East,
they sparked astounding rates of inflation in the rest of the
developed world. In the United Kingdom, wage freezes, strikes
and 50 percent inflation characterized the middle years of the
decade. When both the government and commercial interests
lowered their capital expansion budgets, the company added

remodeling of homes and historic buildings to take up the slack.

In spite of the dramatic reduction in home-building, Wimpey
was able to remain Britain's biggest private house-builder
throughout the decade. The company also looked to joint
ventures in continental Europe for new housing business.

A 1979 restructuring made Smith president, and nominally
reorganized the company's numerous departments into four
primary divisions: U.K. Construction, International and
Engineering, Specialist Holdings, and Group Services. Wimpey

had grown exponentially in the postwar era: by 1980, the
company had 40,000 employees, and its annual revenues
exceeded £1 billion. However, some critics noted that the
company's management techniques had not developed to
accommodate the company's expansion. Sir Clifford Chetwood,
who took the Wimpey reins in the early 1980s, worked to
create divisional autonomy and responsibility by transforming
over a dozen British subsidiaries into three divisions: homes,
construction or contracting, and minerals.

The housing and public works markets remained depressed
through the 1980s, but the middle years of the decade saw
another "boom" that helped mask any organizational
shortcomings. The global recession of the late 1980s and early
1990s saw Wimpey slide from a pre-tax profit of nearly £145
million at a 1988 peak to £43 million (after exceptional items)
in 1990. The company registered consecutive annual losses of
£16 million in 1991 and £112 million in 1992. From 1989 to
1992, Chetwood had divested some nonessential businesses,
reduced employment rolls in the United Kingdom by 30
percent, and reduced debt by 40 percent. The chief executive
relinquished his office to a hand-picked successor, Joe Dwyer,
at the end of 1992.

Dwyer intensified Chetwood's reorganization, coordinating all
activities around business areas. Perhaps more importantly,
Dwyer purged the top executive offices, bringing in a
completely new, significantly younger, board of directors,
some from outside Wimpey's ranks. These new managers
brought new techniques to the somewhat dated company. For
example, Richard Andrew, Wimpey's recently appointed
director of the homes division, instituted market research to
help guide that department's activities.

Dwyer also worked to change Wimpey's ownership structure.
In 1993 he convinced the trustees of Grove Charity
Management to reduce its stake in the contractor from over
one-third to about five percent. Within a few months, Wimpey
raised capital vital to fuel its continued growth with its first
rights issue since going public in 1934. As Foster's 1994 article
observed, "after three horrendous years, Wimpey found itself
towards the close of 1993 with a strong balance sheet and a
range of options such as it had not had in 50 years." The firm
recorded a £25.5 million profit before taxes that year on
revenues of £1.59 billion, and had reduced its debt another 80
percent, from £136.1 million in 1992 to £27.9 million.
Management hoped that this positive financial position would
place it in the vanguard of the global economic growth that
was predicted for the latter years of the twentieth century.

The Management Team who oversaw the Tarmac Asset Swap
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This strengthened financial position enabled the company to
acquire McLean Homes from Tarmac in 1996, at which time
Wimpey divested its other construction and quarry businesses
to devoted itself exclusively to house construction.

In the early years of the twenty-first century, Wimpey
embraced new design concepts and experimented with
modular construction. Modular homebuilding held out the
possibility of vast improvements in efficiency; a home could be
built in one-fourth the time of a conventionally-built house.
However, it remained an experimental building method for
Wimpey. As one company official told Building
Design magazine, "If it improves the quality, decreases cost,
and gains better customer satisfaction then it's a no-brainer
that people will want to use it. The jury's out in terms of being
able to say 'yes' to all of these questions." The company also
invested £400,000 in its website, creating 300 "microsites,"
each devoted to a specific development.

In 2001, the company invested £29 million in the merger and
reorganization of its two UK divisions, Wimpey Homes and
McLean Homes, as George Wimpey. Later that same vyear,
Wimpey acquired Alfred McAlpine plc for £461 million ($659
million). Although some analysts questioned the wisdom of the
acquisition--Wimpey paid a high premium to book value and
took on additional debt to do so--the new business increased
Wimpey's penetration of southeast England, an area that was
expected to grow rapidly in the years to come. The acquisition
also moved Wimpey into a slightly higher-margin segment of
the homebuilding business.

Up to this time, the UK homebuilding industry had been very
fragmented, with Wimpey the dominant player. Three key
rivals--Taylor Woodrow plc, Persimmon plc, and Wilson
Connolly Holdings plc--emerged from the merger frenzy. In
fact, Persimmon's acquisition of Beazer Group plc in March
2001 vaulted it past Wimpey to the top of the UK homebuilding
heap.

Wimpey was able to maintain growth in both revenues and
profits throughout the late 1990s and early 2000s, with sales
increasing from £1.2 billion in 1997 to nearly £1.9 billion in
2001. Pre-tax profits more than doubled during that period,
from £63 million to £152 million. The company's interim
results for the first half of 2002 showed revenues up 44
percent over 2001, positioning Wimpey to break the £2 billion
mark. Profit before tax more than doubled during the first half,
from £38.9 million to £86.3 million.

George Wimpey

“"WHY THE WHIMPERING STOPPED"”

By GEOFFREY FOSTER, Published: 01 Feb 1994,
Last Updated: 31 Aug 2010

Despite Wimpey's disastrous performance at the outset of the
'90s, the past year has seen a dramatic reversal in fortune.
Geoffrey Foster discovers how the group put its house in order.

'All of our businesses are more competitive than ever and are
poised to benefit rapidly when the recovery comes.' How many
chief executives have penned such words for their
shareholders during the past three or four years, then read
through the draft and grimly concluded it was the best that
could be done? And 12 months later they were trotting out the
same lapidary phrases again. In the construction industry,
certainly, both the claims and the implied confession have
been ritually intoned at successive AGMs of several-dozen
household names. But in recent months a new and more
uplifting mantra has crept into use. It's a spring song, full of
references to green shoots, or at least to 'an improvement in
the company's underlying trading environment'. The long-
awaited recovery is at last on the way, it seems, in
construction as elsewhere.

But is it? There was no doubt whatever about the recession, at
least, not in construction. Housebuilding was just about the
first sector of the economy to slide inelegantly down the hill in
the closing years of the 1980s, and the civil engineers came
tumbling soon after. 'Contracting is still going through a torrid
time," in the words of Joe Dwyer, group chief executive of
George Wimpey, by most reckonings the second-biggest player
in the field after Tarmac.
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Major new projects have remained extremely thin on the
ground, so any invitation to tender that appears these days is
likely to be an invitation to the underemployed contractors to
cut their own throats. And while the housing market has given
a few nervous twitches of late, there is still such a backlog of
unsold and repossessed properties available that a buoyant
time for the builders looks almost as far off as ever.

So why the new-found optimism? Partly, it's relief that things
are no longer actually getting worse, like the feeling when
somebody stops beating you over the head. In Wimpey's case,
the group slumped from a pre-tax profit of close on £145
million at the 1988 peak, to £43 million (after exceptional
items) in 1990, then to a loss of £16 million, which ballooned
to a figure of minus £112 million in 1992. But the year recently
ended saw the business restored to profitability once more,
after scraping back into the black in the first half. Analysts put
the profit for the full year at some £23-£27 million - which is
fairly exiguous by historical standards but certainly progress in
the right direction.

But these figures don't tell the whole story. Behind the turn-
round in performance lie significant changes in the complexion
and organisation of the group. Wimpey, its management says
in effect, is leaner and fitter and better prepared to make the
most of opportunities that come its way - which takes us
straight back to the opening sentence. The company is
assuredly leaner. Shareholders' funds shrivelled by almost 40%
in the three years to end-1992. After divesting one or two non-
core businesses - such as waste management - and the sale or
write-down of numerous property assets, plus provision for
redundancies (numbers employed in the UK fell by 30%, to
10,300, during the same period), the group is smaller in every
respect. But simultaneously, net borrowings declined from over
50% of shareholders' funds in 1989 to a little over 30% three
years later - which, in a recession, is certainly a measure of
improving fitness.

Of course, other businesses can tell much the same story.
Almost every company that has come through the past few
years in one piece - and that includes Wimpey's rivals among
the big constructors - will claim just as forcefully to have
gained from the experience. If everyone in an industry is
leaner and fitter to the same degree, then in a national context,
at least, the competitive picture has scarcely altered; and with
the market still flat, the vista can hardly give much delight to
anyone.

Nevertheless, Wimpey people believe that their prospects have
fundamentally changed for the better. Why? Because, they
infer, the company's structure is more dynamic, its decision-
making more soundly based, and because it enjoys greater
freedom of action - not necessarily compared with its rivals but
compared with its former self. Nowadays, when an enterprise
makes assertions of this nature, it usually means that
management has seen the light on the road to Damascus and
is busily engaged in 'empowering’ employees. Construction,
however, doesn't properly lend itself to organisational reform
of that kind, not in the way that mass production might.
Besides, construction managers are generally robust, broad-
shouldered types who are not easily swayed by the latest cult.
None of the industry's big groups is famous for its addiction to
management fashion. And Wimpey, perhaps, least of all.

The Tudor Charity Trust set up by Mitchell

Long periods of unbroken leadership tend to make for
conservative organisations, and there have been times when
Wimpey's top management appeared immutable. For almost
all of the past 75 years the company has been headed by just
three powerful chairmen-cum-chief executives. In fact, the full
corporate history goes back to the last century, when the
eponymous George Wimpey set up in business as a paviour in
Hammersmith, west London, where the company still has its
head office. But its rise to prominence in the construction
world dates from 1919, when it was bought by Godfrey
Mitchell, a young ex-army officer lately back from France.

The ghost of Sir Godfrey Mitchell has haunted Wimpey almost
to this day; which is hardly surprising, since he was not only
the group's effective founder but a business leader of genuine
vision. He powered its drive into housebuilding after World War
I, and again, into local authority housing in particular, after
World War II. The company was already a sizeable public-
works contractor before 1939, and during the war it peppered
the landscape of Britain with military airfields, the remains of
which are all too often visible yet. (This was hectic work: you
can still hear tales of how runways were rolled out in the
wrong field when Wimpey's trucks arrived ahead of the
government-employed engineers.) In the post-war years, the
group, like its peers, saw enormous expansion in contracting.
And it was one of the first of the UK contractors to become
active overseas.

Mitchell soldiered on as chairman into the 1970s. When he
eventually retired, and after a brief interregnum, his place was
taken by Sir Reginald Smith, his former chief estimator. In the
early 1980s Smith was followed in the top job by another life-
long Wimpey man - who had also, therefore, been long
exposed to Mitchell's patriarchal management style. Sir Clifford
Chetwood led the company through the boom of the later '80s
and willy-nilly into the recession, before retiring at the close of
1992. A year or two earlier he had appointed Joe Dwyer (then
in charge of contracting and quarrying) to succeed him as chief
executive. These days the group has a non-executive chairman:
Sir John Quinton, late of Barclays Bank.

At the end of Mitchell's long reign Wimpey seemed to have run
out of momentum. Caught between a depressed housing
market and a squeeze on public expenditure, it took a long
while to pick itself up again after the downturn of the early
'80s. Chetwood set about stirring up the sluggish organisation
he had inherited, abolishing more than a dozen UK operating
companies-each of which covered the waterfront from
suburban semis to structural steelwork-and pouring their
activities into separate divisional streams: homes, construction
(ie contracting) and minerals (meaning quarries, etc).
Although the previous structure may have looked decentralised,
it was no such thing, according to Dwyer. The company was
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actually 'a complex matrix'. The regional companies 'existed in
shell form' but did not accurately reflect the realities of
responsibility and accountability.

Dwyer has carried Chetwood's reorganisation a step further. In
order to straighten the lines of accountability worldwide, and
to capitalise on expertise, Wimpey's structure is now based
entirely on business areas. The important (and much-troubled)
North American housebuilding operations, for example, no
longer report direct to the group chief executive in London but
to the chairman of the homes division. More significant, Dwyer
has completely recast the top management team. Among
those who were working members of the main board when he
became chief executive, not one remained 15 months later.
Their replacements are all much younger men. Four of them
were promoted from within. Two - finance director Roger Wood
and homes division chief Richard Andrew - were recruited from
the world outside. Andrew's appointment broke new ground,
as they say. He was a banker who had worked in industry
before, but never in building.

Now in his mid-50s, Dwyer has been with Wimpey throughout
his working life of 38 years. He joined the company not long
after Chetwood, starting out 'in the bowels of sites' at the age
of 16. He might easily, therefore, have become steeped in the
history and awed by the legend of Sir Godfrey Mitchell. On the
contrary, Dwyer is self-evidently his own man; not afraid of
being unconventional; gently spoken, and a good listener - but
ruthless, too. Having pulled himself up via part-time study at
technical college, he is, he says, 'a technocrat'-both as a civil
engineer and as a manager. On being picked as chief executive,
he 'thought very long and hard about how to bring some
modern business principles in'.

Appointing someone with Andrew's qualifications to run the
homes division was one result of that process. Wimpey is full
of people who know about housebuilding. There are - or were -
not so many who can interpret a balance sheet. Housebuilding,
which begins with the purchase of plots and ends with the sale
of finished homes not more than two years later (that's the
aim anyway), has an enormous appetite for cash. Before
Andrew was appointed 20 months ago it was widely believed -
by Dwyer among others - that ERM had ushered in a new
epoch of low inflation and stable prices. The housebuilders
would need to appreciate the implications of these changed
conditions, and understand that they could no longer rely on
poor judgments being concealed under an inflationary tide.

ERM has gone, but the rest still applies. These days,
housebuilding operations are measured (as they never were in
the past) by return on assets and return on a nominal equity:
'l see no reason why a 20% return on assets should not be
obtained in normal times,' says Dwyer. 'That equals around
15% on equity, dependent upon gearing.' So managers have
been trooping off to internal courses to learn about balance
sheets and what it means to have shareholders, and how to
satisfy them. There are further signs that modern
management thinking (circa 1960) is taking hold. When
Andrew arrived he expected to be inundated by market
research documenting exactly what kinds of people the next
generation of buyers would be and what they wanted of their
homes. There weren't any reports. But there soon will be.
Andrew has found a divisional marketing chief, like himself
from outside the industry.

In past decades the group itself was not much bothered by the
idea of shareholders. 'It had scant regard for City views or for
the share price,' says Dwyer. Wimpey could afford this lofty

attitude because, although a public company since 1934, it
existed under the umbrella of a charitable trust set up by Sir
Godfrey Mitchell. The Tudor Trust originally owned about 50%
of the shares. Although the holding came down to 34% many
years ago, this was probably quite enough to see off any
predator. Unfortunately it constituted an equally formidable
barrier to the raising of capital, for the Tudor Trust was a
genuine charity without funds available for investment. Not
once since the flotation had Wimpey gone back to the
shareholders. Mitchell had even been adamantly opposed to
borrowing. But while that objection later became unsustainable,
the continuing need of the company to finance its own
development might well have prevented moves that would
have weakened its dependence on volatile housebuilding
profits.

Here again, Dwyer broke with the Mitchell tradition, although
the break was a little slow in coming. As Wimpey's new chief
executive, he naturally met representatives of the Trust and
explained his intentions: which were, above all else, to reduce
borrowings by cost savings along with sales of assets. But
some of the assets proved difficult to shift. And when the first
hints appeared that the recession might be coming to an end
he began to think seriously about raising new capital. He put it
delicately to the trustees that they might accept some
reduction, even a progressive reduction, in their holding. The
trustees were 'not entirely happy'. However, it was later
suggested by a director of the charity (Dr Desmond Graves,
who is also a non-executive member of Wimpey's board) that
a bigger and less gradual reduction might be to everyone's
good. 'On reflection I thought, Why not?' says Dwyer.

An overnight placing of shares cut the Tudor Trust's interest in
Wimpey to a mere 5% of the equity. With the critical
constraint removed, the company waited a couple of months
or so - while the market smiled on construction stocks in
confident anticipation of recovery - before announcing a rights
issue to raise £104 million. 'We were very fortunate with the
timing,' Dwyer admits. The offer was 97% taken up. 'It gave
us confidence that the City and the market thought well of us.’
Thus, amazingly, after three horrendous years, Wimpey found
itself towards the close of 1993 with a strong balance sheet
and a range of options such as it had not had in 50 years.

There was no doubt about what to do with the money.
Management has constantly reiterated that it intends to stick
with its core concerns of housebuilding, construction and
minerals. In any recovery, quantities of cash would be soaked
up by the housebuilders, for extra plots and bricks and labour.
The traditional source of liquid funds - aside from the banks -
is contracting, which, since it employs negligible manpower, is
able to operate with negative working capital: payments come
up-front, settlement of subcontractors' bills at the back of the
queue. But even in the good times, margins are notoriously
thin. In that sense, says divisional chairman Dennis Brant,
'there's never really a boom time in construction'.

Increasingly the contractors have been looking overseas to
offset the decline in UK work. The minerals division has ample
opportunities both at home and abroad. Quarries normally
supply stone over a radius of up to around 40 miles. Some of
Wimpey's US quarries are connected to the railroad, which opens
up the possibility of creating a whole network of railhead depots. All
that's lacking are the orders - and the prices. 'There's little sign of
black-and-white orders up to the present,' notes minerals chairman
Tim Ross. On the other hand, he adds: 'If we wait until the order
books start to move it will be too late." 'Timing is everything,'
Dwyer acknowledges.
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Peter Redfurn, CEO Taylor Wimpey
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